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Monetary policy for price stability

Annual percentage change

16 2 16
——CPI
14 } —Historical mean 4 14
12 F 4 12
10 " | - 10
s } : 1995-2015(Januari) 4 8
* Mean 1.2
STD 1.2
6 | l 41 6
1971-1992
4r Mean 8.3 14
STD 3.0
2 F 41 2
o » » » » » » V H 0
2 L Jd 2
70 75 80 85 20 95 00 05 10 15

Source: Statistics Sweden



Monetary policy for price stability |
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Nominal and real wages. Annual percentage change
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RIKSBANK

Monetary policy decision February 2015

Economic activity and inflation roughly as expected
m But inflation risks have increased

m To support upturn in inflation — more expansionary
monetary policy



Low inflation a broad phenomenon [+
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Note. HICP refers to the EU-harmonised index for consumer prices. Source: Eurostat



Sweden - a small, open economy

The oil price has
fallen further

Negative interest rates and
unconventional measures

Central banks out of step

Increased uncertainty:
Greece, Russia,Ukraine
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Brent oil, forward rates are calculated as a 15-day average. Outcome Sources: Macrobond and the Riksbank

refers to monthly averages of spot prices.



Oil price pushing down inflation abroad
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Inflation, annual percentage change Euro area refers to the HICP and
USA to the CPI.

Sources: Bureau of Labor Statistics and

Eurostat
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The krona has weakened
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Outcomes are daily rates and forecasts refer to quarterly averages, index. KIX is an Source: The Riksbank
aggregate of the countries that are important to Sweden's international transactions.
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Normal GDP growth Labour market strengthening
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Quarterly changes in per cent calculated as annual rate, seasonally-adjusted Qatarces: Statistics Sweden and the Riksbank
Percentage of labour force, 15-74 vears, seasonally-adjusted data.



Low inflation
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Low inflation
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Low inflation
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Important that expectations are
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Inflation expectations among money market participants, per cent Source: TNS Sifo Prospera



Technological advances not a problemf==
for the inflation target...

m Dampening effect on inflation via various channels
s |CT products in the CPI
»s Higher productivity growth, automation
m Increased competition (better informed customers, eCommerce)

m The Riksbank's Business Survey: "Several sectors are investing in
new technology and eCommerce in order to conquer new markets, but also
because the fierce competition (s forcing them to keep up with
developments.”

m But: This development is not new and it has previously been
possible to combine rapid technological developments with high
inflation both in Sweden and other countries.

m The low inflation is mainly due to low demand.



...and compantes’ cost increases are
higher than inflation
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To support the upturn in inflation

Growth is recovering but with difficulty
The inflation target will be reached in 2016

Latest decision: Monetary policy more expansionary
m Cut repo rate to -0.10 per cent
m Lower the repo-rate path
m Rates for the Riksbank's fine-tuning operations with the banks: repo +/- 0.1
m Purchase government bonds for SEK 10 billion

Readiness to do more



