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The krona has depreciated

The krona has depreciated substantially in
the last decade

* At odds with Riksbank forecasts

Why?

 How much did monetary policy contribute?
Economic implications?

e Did it raise inflation?

* Does it help the export industry?
* Does it make us poorer?

What is the fair value of the krona?
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Lively public discussion

* There has been a lively public discussion
about the krona depreciation
* In media
* In parliament
* Business leaders
e Letters to the Riksbank

* As a generalization, people want their
currency to be "strong”
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Marcus Bohlin: Riksbanken groper ur svenskarnas
semesterkassor - vi blir Europas fattighjon
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”Stora risker med den extremt
svaga kronan”

Riksbankens latta penningpolitik har orsakat en kraftig och problematisk

férsvagning av kronan. Om vi inte snabbt far upp kronkursen kan priset i form av

stigande arbetsloshet och urholkad levnadsstandard bli hégt, skriver ekonomerna
; Anders Palmér, Anders Rune och Gdsta Karlsson.
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Sviktande fortroende bakom allt svagare krona
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Den mycket svaga kronan har fatt manga exportbolag att jubla. Men flera
ekonomer varnar nu fér att den svaga valutans morka baksida. Pa sikt riskerar

den att skada svensk ekonomi.




How should the real exchange rate be measured?

 The krona has depreciated in real terms
 if conventionally measured with CPI
* PPP measures show a different picture

* Are CPl measures comparable across
countries?
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Real SEK/EUR exchange rate

Real SEK/EUR, unit labour cost

—Real SEK/EUR, CPIF and HICP
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How much did monetary policy contribute? e

Policy rates differed ...

—Sweden —Norway
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Policy rates, difference to ECB deposit rate.
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... but SEK and NOK moved together

—SEK/EUR ——NOK/EUR
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Exchange rates, index January 2005 = 100.
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