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A credible inflation target is good for the
economy RIKSBANK

Price stability gives clear game rules

A common anchor provides guidance for price-
setting and wage formation

* Easier for households and companies to make

financial decisions

* Price stability creates the right conditions for good

economic growth %]
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Worrying situation 2014-2015 e

Inflation below the target for a long time Falling inflation expectations

1 year ahead
2 years ahead
5 years ahead <43
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Note. Annual percentage change and per cent, mean value. Inflation Sources: Statistics Sweden and TNS Prospera
expectations refer to all participants questioned.



Inflation target questioned
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Developments abroad affect a small open
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Trend downswing in interest rates around the And inflation fell abroad
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Note: 10-yearyield on real government bonds in Sweden, Germany Sources: The ECB and Eurostat
and the United States. Inflation measured as the HICP, which is the EU-
harmonised index for consumer prices.



To safeguard confidence in the inflation target

Repo rate cut to —0.50 per cent

3.
2 L
1t
0
‘L‘—I—
1L
10 12 14 16 18

Note. Per cent and SEK billion respectively.
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Stronger economic activity

In Sweden...
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Note. Unemployment is expressed as a per cent and the shortages refer to
the percentage of companiesthat consider there is a shortage of labour. The
KIX is an aggregate of countries that areimportant for Sweden's
international transactions.
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..and abroad

4 -4
3k -3
2 L - 2
1k -1
0 0
1k -1
= = = K|IX = = =.Euroarea
USA United Kingdom
2L --2

11 12 13 14 15 16 17 18

Sources: The National Institute of Economic Research, Statistics
Sweden, the Bureau of Economic Analysis, Eurostat, national sources
and the Office for National Statistics
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Inflation back at 2 per cent

Inflation has risen And so have inflation expectations

1 year ahead
2 years ahead
5 years ahead <43
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Sources: Statistics Sweden and TNS Sifo Prospera

Note. Annual percentage change and per cent, mean value. Inflation
expectations refer to all participants questioned.



What has contributed towards inflation rising? Bt

Inflation has risen despite moderate wage increases and
subdued price pressures from abroad

e Strong economic activity and inflation expectations at 2 per
cent have made it easier for companies to raise their prices

* Relatively weak krona

* Energy prices have risen
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Relatively accurate forecasts for 2017

* More accurate forecasts for inflation
* Forecasts for unemployment close to outcomes

* Domestic economic activity more or less as
expected

e Accuracy for individual years varies

* In the longer run, relatively minor differences

between forecasts by different analysts
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A selection of the Riksbank's development RB
work in 2017

Gathering prices on the internet contributes to better forecasts for
inflation

New and lower assessment of the long-term level of the repo rate

Evaluation of the experiences of publishing interest rate forecasts

The Riksbank's role in distribution of income policy is primarily to keep
inflation low and stable to benefit growth and employment
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Good target attainment during 2017, but... et

* |t has taken a long time for inflation to rise back to 2 per cent
* |t required very expansionary monetary policy

 Vigilance to avoid finding ourselves in a situation where inflation
expectations are falling and are not anchored around the inflation

target of 2 per cent
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