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MNI Norges Bank Review: May 2021 
  

Executive Summary:  

  

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

• Bank looks on track for first hike in second half of 2021, with analysts split between the September 

and December meetings. 

• Vaccine rollout key going forward, with looming judgement on J&J, AstraZeneca jabs on Monday 

 

Links: 
  

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

policy-meetings/2021/may-2021/ 

 

Key Takeaways: 

Inline with March’s rate path projections, the Norges Bank kept policy unchanged this month, keeping the focus on 

June’s meeting and accompanying rate path projections. 

 

The bank reiterated that “the policy rate will most likely be raised in the latter half of 2021” which, according to the 

March policy report, suggests either September or December as the most opportune meetings at which to start 

tightening. It’s clear the board judge the economic developments since the March meeting as being within their 

range of expectations, with their forward-looking indicators firming further. 

 

More evidence of growing optimism of a second-half recovery included the bank’s decision to drop the word 

‘substantial’ from their description of the uncertainty facing Norway. This should further cement expectations of the 

beginning of a tightening cycle from the second half of this year. 

 

Figure 1: March 2021 rate path steepened from 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 

 

https://www.norges-bank.no/en/topics/Monetary-policy/Monetary-policy-meetings/2021/may-2021/
https://www.norges-bank.no/en/topics/Monetary-policy/Monetary-policy-meetings/2021/may-2021/
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As is the case across most other developed markets central banks, the vaccine rollout remains key. The Norwegian 

health authorities are due to issue their verdict on the use of AstraZeneca/Oxford and Johnson & Johnson jabs on 

Monday 10th May. A ruling against the use of these already-stockpiled doses may result in a modest delay of the 

government’s plan to reach full immunity during the summer. The implications for policy will be outlined in June’s 

policy report, at which markets may glean further information on whether September or December are earmarked 

for rate lift-off. 

 

Dates to Watch: 

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 

 

Analyst Views (Alphabetic Order)  

Danske Bank: No change; next big event is Monday’s vaccine decision 

 

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

guidance as in March.  

• After the March meeting NB specified that the rate path should be interpreted as an even split in probability 

mass, i.e. 50/50, between a hike in September and December. There were no signals from NB today that 

this probability has since been skewed towards either meeting. 

• Based on the current vaccination plan and the economic recovery in countries leading the vaccination-

process, like the UK and the US, Danske Bank expect a strong recovery in the May-July period, so there 

will be plenty of time for key figures to confirm a ‘normalisation’ of the activity ahead of the September 

meeting. 

• As such, they still believe that NB will increase interest rates in September this year. 

 

Goldman Sachs: Consistent With Call for December Lift-Off 

 

• While no new forecasts were published, the Monetary Policy Assessment highlighted that activity and 

labour market data had been a touch weaker than projected in March, while inflation and wage growth data 

came in broadly as expected. 

• The Committee continues to guide that the "policy rate will most likely be raised in the latter half of 2021." 

All told, GS see today’s assessment by Norges Bank as consistent with our call for a December lift-off, 

which is later than some other external forecasters. 

• Continues to expect Norges Bank to hike the policy rate by 25bp at its December meeting, followed by 

another 25bp hike in 2022Q1. 

 

ING: Hawkish central bank leaves upside for the krone 

 

• Norway’s Norges Bank has once again cemented itself as the hawkish outlier in the developed markets' 

central bank arena. At the latest meeting, policymakers have reiterated their intention to hike rates before 

the end of the year, and the only remaining question is whether this happens in September or December. 

• This partly depends on the main inputs into Norges Bank’s fairly mechanical interest rate setting – chiefly 

oil, but also things like foreign market rates. Assuming oil prices remain supported and the direction of 
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global yields is up, the timing of the rate hike will probably depend on the strength of the recovery in Europe 

over the summer. Naturally that’s intrinsically linked to the Covid-19 situation and whether vaccines are 

successfully keeping new variants at bay. 

• For now, ING have pencilled in a December move – and that’s perhaps supported by some slightly cautious 

comments in the latest policy statement on inflation and the risks surrounding the recovery. 

 

JP Morgan: Close Call Between Sept and Dec Lift-Off 

 

• In line with expectations Norges Bank kept monetary policy unchanged, with both the policy rate and 

forward guidance left unchanged. The rate path from March was validated, with the Bank continuing to 

guide for the policy rate to “most likely be raised in the latter half of 2021”. 

• The Bank had dropped its reference to uncertainties regarding the economic outlook being “substantial” and 

seems to be a little bit more confident of an economic recovery ahead. In terms of financial stability, housing 

prices were also seen to have developed largely in line with Norges Bank’s March forecasts, with household 

credit growth in the first quarter being slightly lower than forecasted. 

• The March rate path indicated a 50% chance of a lift-off at the September-meeting, and 100% by 

December. Governor Olsen said after the meeting that a rate hike in September or December were just as 

likely. No new guidance on the exact timing of the first rate hike was offered, instead the central bank 

repeated: “When there are clear signs that economic conditions are normalising, it will again be appropriate 

to raise the policy rate gradually from the today’s level”. 

• They think the central bank will offer some new guidance at the June-meeting, as it by then will have more 

information on the reopening process and economic recovery. In JPM’s view it is still a close call between a 

September and December lift-off. However, the central bank has several times during the past six months 

come across as being surprisingly hawkish, and clearly indicated that it wants rates to be lifted sooner 

rather than later.  

 

Handelsbanken: Expects September might be a little too soon and foresee first hike in December 

 

• The message in the short press release was very balanced, and the message from March was repeated: 

the first policy rate hike will most likely come in the second half of this year. 

• Regarding the immediate policy rate outlook, Norges Bank today underlined that there is still uncertainty 

over the economic recovery. The central bank repeated that: “When there are clear signs that economic 

conditions are normalising, it will again be appropriate to raise the policy rate gradually from the today’s 

level”. 

• When it comes to the timing of the first rate hike, their expectation is that Norges Bank will have to wait until 

December this year. They think the 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.   

 

Nordea: Notes that bank no longer describes uncertainty as “substantial”. 

 

• This means that if they had made a new rate path at this meeting it would have closely resembled the one 

from March – which signalled 50/50% probability for a first rate hike in September or December this year. 

• Interestingly, the word “substantial” which was present in the statement from March is removed; “There is 

substantial uncertainty surrounding the economic recovery ahead”. The central bank has likely become 

more confident seeing that activity is beginning to normalise in countries where a large share of the 

population have been vaccinated. Hence, uncertainty for them is lower than it was in March. 

• Lower uncertainty points in the direction of a higher likelihood for a September hike. 

• As they have said multiple times, Norges Bank wish to see “clear signs that economic conditions are 

normalising” before they raise the key rate. They therefore (still) expect Norges Bank to raise the key rate in 

September. 
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SEB: Validating the March path – hike rate in the latter half of 2021 

 

• Sees Norges Bank as waiting until June before eventually clarifying the timing of a first rate hike. While a 

September hike cannot be ruled out, they stick to their forecast that Norges Bank will wait until December 

before hiking the key rate, followed by two hikes in 2022. 

• Overall, the Committee’s rather short statement is validating the current rate path. As expected, market 

reactions have been very small with the pricing on Norges Bank unchanged, with the market still pricing 

40% probability of a September hike and a key rate of 0.30% by the end of December 2021. 

• While a hike in September cannot be ruled out if restrictions are lifted in coming months and economic 

activity pick up fast during summer, they stick to our view that still quite high uncertainty means that Norges 

Bank wait to December. 

• Partly to slow in the strong upturn in home prices, they expect the key rate to be raised twice during 2022 to 

0.75% by the end of the year. Norges Bank is likely to clarify its near-term guidance in the June MPR on 

June 17. Below are some of the important data releases ahead of the rate decision. 

 

MNI Policy 

MNI STATE OF PLAY: Norges Bank On Track For H2 Hike 

 
With no new full forecast round to inform its May meeting and with an eye on financial stability risks and above-
target Q1 inflation, Norges Bank looks set on Thursday to reassert guidance that it will become the first developed 
world central bank to hike in this cyle, with an increase in its official rate coming in the second half of the year. 

While probabilities assigned in June's upcoming collective rate projection could be tweaked if the Monetary Policy 
and Financial Stability Committee wishes to signal a hike earlier in the second half than previously indicated, there 
has been no substantive improvement to the growth outlook since the March forecasting round. The committee's 
joint mandate including financial stability, it will be mindful of rising property prices and fragility in the commercial 
real estate sector. 

The March Monetary Policy Report suggested the policy rate would stay close to its current zero until the end of the 
third quarter, and then rise gradually to 0.5% in 2022 and 1.3% by the end of the forecast horizon in 2024. The 
committee's collective rate path showed it opting for slower tightening than implied by the Norges Bank's model, 
whose results were also published, with members prepared to wait to see the recovery becoming more firmly 
entrenched before acting. 

KRONE STRENGTH 

The krone, after hitting record lows when Covid struck in March 2020, has outperformed central bank expectations 
for a modest appreciation. Norges Bank's import weighted currency index, I-44, which was at 115 in 2020, was in 
March forecast by the central bank to strengthen to 107.3 during 2021m but had already reached 106.4 by May 
4and 106.4. A decline in the index indicates appreciation. 

The CPI-ATE inflation measure, which excludes energy prices, has moved significantly above the committee's 2% 
target, holding at 2.7% in March, though that was in line with the central bank's forecast. 

In March, Norges said that krone appreciation and prospects for moderate wage growth should push inflation rapidly 
below target, to 1.9% in May, and to stay below target, at 1.3% in 2022 and 1.4% in 2023. The central bank will 
have time to revisit these assumptions in the full June forecast round, by which time Norwegian authorities will also 
have decided whether to recommend the use of the AstraZeneca Covid vaccine, potentially speeding economic 
reopening and recovery. 

In its March forecasts, Norges was already upbeat on vaccine rollout, assuming coverage of over 80% of the 
populace by the end of August. 


