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The inflation outlook has changed




Energy prices increased rapidly last fall

Headline inflation Core inflation

S Forecast, february 2022

AN
2 z al 2 2

_____ . 41 2
7 \ A P - = -
7/ / \ A -l _---
VY N

\ . v/

v Forecast, july 2021 /
1t 11 1 {11
ot -0 ot -0

Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23

CPIF inflation, percent. CPIF inflation excluding energy, percent.

Sources: Statistics Sweden and the Riksbank. Sources: Statistics Sweden and the Riksbank.



Now surge in core inflation as well

Headline inflation Core inflation
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And then the war in Ukraine

Russia's invasion of Ukraine
Extensive sanctions against Russia
Higher prices for energy, food and metals

Krona initially depreciated

The world looks different now from when we took the most
recent monetary policy decision in February.
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High energy prices — where are they heading? E&

Unusually high electricity prices The price of oil has risen
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Rising commodity prices after the Russian invasion &

High growth in maize and wheat prices Several metal prices have also soared
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Inflation is now on everyone’s mind
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Economic activity dampened by higher prices

and the war




Economic activity is currently high

The economy has recovered Employment is high
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Several factors will dampen economic activity

Household interest payments

12 1 12
# Interest rate increase, + 3 percentage points

* Real disposable income is falling 10 1 10
# Interest rate increase, + 1 percentage points

 War: uncertainty, disruptions to supply chains 8 8

* Higher policy rate would quickly feed into 3 3

household budgets
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But other factors may support activity st

Household savings rate

20 1 20
Household savings rate is high
Accomodating refugees from the war il 1%
Increased military expenditure 10 | 1 10
Fiscal initiatives to mitigate high consumer
prices > 1°
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Monetary policy will respond to bring

medium-term inflation back to target




We can bring medium-term inflation back to
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Inflation forecasts have been revised up
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Monetary policy must respond

Real interest rate

Does the real interest rate have to increase for il 1"
monetary policy to reduce inflation?
0 - 0
Modest and gradual increases of the nominal 1 11
interest rate may suffice:
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* Expectations, confidence in inflation target 3+ 13
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Percent. Yields on index-linked government bonds, 2-year maturity.
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A new outlook for inflation — monetary policy
will be recalibrated

Significantly higher inflation in the near term, forecasts need to be revised
The risk of inflation being permanently higher has increased
Monetary policy will need to be adjusted

High uncertainty (inflation dynamics, economic activity)

Many factors to analyze before our next monetary policy
meeting on 27 April.
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