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Riksbank review – December 2024 Minutes

• While the press release at the December
meeting stated that the “policy rate may
be cut once again during the first half of
2025”, the rate path but also the minutes
released today reveal that the most
Riksbank members are eying a cut in
either January or March (Q1), rather than
later during H1.

• On the exact timing, Jansson seemingly
prefers January ahead of March and
Bunge makes a similar comment. Breman
says “beginning of 2025”, while Thedéen
and Seim seem to be on the more
hawkish side, not specifying the exact
timing but sticking to “H1 2025”.

• Our call is for the Riksbank to pause in
January and cut in March (and June), but
there is clear uncertainty about the exact
timing and today’s minutes give some
support to a January cut if anything.
Current market pricing and also the rate
path suggesting a 50/50 distribution
between January and March seems fair
at this point.

Conclusion Anna Breman

Breman highlights the balancing act between
supporting the economy while also making
sure inflation don’t accelerate. In her
assessment “.. A cut of 0.25 percentage points
at today’s meeting and a further cut of 0.25
percentage points at the beginning of 2025
will manage this balancing act.”

On the economic recovery, Breman sees a
risks to the economic activity to be on the
downside, ”..as households and companies
may refrain from consumption and investment
if there is considerable uncertainty over the
economy”, but sums it up saying that the
outlook for both inflation and economic
activity for Sweden in 2025 ”is good”.

Breman considered a larger 50bp cut at the
meeting ”But I support a cut of 0.25
percentage points as the positive effects of
this year's rapid rate cuts are expected to have
a greater impact on economic activity next
year.” Overall, Breman seemingly has a more
negative risk profile on the economic
development and she also highlights that the
Riksbank must be prepared to rapidly adapt
policy to changed conditions.

Per Jansson

Jansson highlights a shift in his perception
between the November and December
meetings, saying that “the overall inflation
picture has deteriorated somewhat.
Underlying inflation has risen unexpectedly
and it is not clear that this development is
driven by effects that will wear off rapidly. The
international environment appears to be
becoming more inflationary, but at the same
time there is considerable uncertainty about
future global economic developments and
growth prospects for our closest neighbours
have deteriorated in the short term.” Jansson
highlights that it is not only energy prices, but
also core inflation measures that have
disappointed, referring to the Riksbank’s
median measure of underlying inflation
standing at 2.6% YoY for November.

On the exact timing of the next cut, Jansson
seems to prefer January over March “I believe
this cut needs to come quite early in the year,
in January or possibly at the meeting after that
in March.”

Aino Bunge

She supports both the proposal to cut the
policy rate to 2.5 per cent at this meeting and
the forecasts and assessments made in the
draft MPR. The view from the last meeting in
November remains largely unchanged.
Inflationary pressures have stabilized in line
with the target, which is very positive, but
economic activity remains weak.

At the last meeting in November, she
emphasized that the larger cut was a matter
of making monetary policy easing somewhat
more ‘front-loaded’ and she argues that the
policy rate will probably be cut again when
the Board meet after the festive season.
Bunge appears to be more worried about
downside risks going forward, pointing to the
alternative scenario where economic activity
does not pick up speed as expected
suggesting further stimulation may then be
needed. As the draft report notes, there are
both domestic risks and international risks
that could cause such a development. She
concludes that that further policy rate cuts
may be needed.
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Seim supports both the decision to cut the
policy rate by 0.25 percentage points to 2.5
percent and the policy rate path suggesting
another rate cut in the first half of 2025. She
also mentions that there are signs that
inflation may surprise on the upside.

Seim emphasizes that monetary policy must
be forward looking and that the previous cuts
have yet to reach full impact “I am convinced
that the rate cuts already made, together with
the strengthening of real incomes caused by
the lower inflation, will make a tangible
contribution to the recovery of the economy in
2025 and onward”. She then argues that they
should examine the effects of the previous
cuts before deciding on the next step.

Seim raises the updated assessment of the
neutral interest rate with the interval 1,5-3
percent “My assessment is that we are now
conducting a monetary policy that can
essentially be considered neutral. I do not
believe it will be possible to determine if it is
marginally contractionary or expansionary
until later when we are actually able to
observe which policy rate has closed the
inflation and GDP gaps.”

Anna Seim Erik Thedéen

Governor Thedeén supports the proposal to cut
the policy rate by 0.25 percentage points to 2.5
per cent on the back of the assessments made
in the draft MPR. On inflation, he emphasizes
that temporary, unexpected fluctuations in
energy prices are probably something we will
have to live with going forward, and monetary
policy neither can nor should try to parry them.
Looking forward, he expects many Swedish
households will benefit from rising real wages,
falling mortgage rates and the fiscal stimulus
measures that have been decided. Lower
interest rates and an upturn in consumption
will also strengthen companies’ revenue and
stimulate investment. The conditions for higher
growth and rising employment are thus
favorable.

Thedeén note that the interest rate decision
means that the policy rate has been cut by 1.5
percentage points in 2024. After such a
significant change in monetary policy he
believes it is it is natural to ask how much lower
might the policy rate need to be cut for the
support to economic activity to be sufficient?
The simple, short answer is that it is too early to
be certain..

Thedeén concludes that monetary policy will
no longer have a contractionary effect, once
the cuts have attained their full effect and
that it will soon be appropriate to wait and see
before making any further changes to the
policy rate
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