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Scandinavia Focus 

Sweden  

GDP Y/Y & M/M vs Retail Sales Y/Y 

PPI has started to fall, but CPIF is stubbornly high. However, M/M 
data is falling for CPIF. 

 

Source: Statistics Sweden    

The Riksbank increase rates by 50bp in their February meeting, 
bringing interest rates to 3%. While CPIF inflation was softer in 
January at 9.3% Y/Y, down from 10.2% Y/Y in December. The issue 
is that core inflation increased, with food inflation contributing to 
higher data point for the 14th time in a row. Core inflation was 8.7% a 
three-decade high, with 90% of the consumer basket above 2%, one 
bright spot was that electricity prices were down M/M. The higher core 
inflation reading has prompted strength in SEK, the implied rate 
change is 40bps for the April meeting. Economic data will dictate if 
the market prices in 50bp in the coming weeks. But on February 15th, 
the implied rate change was 23bps, this highlights the increased 
hawkishness of traders over the last week following the inflation 
release.  

The unemployment rate has increased, in the month to January 7.6%, 
up from 6.9% Y/Y. This presents a worry that stagflation could creep 
into the economy as growth declines, costs, and unemployment rises. 
This is not the case at this moment, but we continue to look at the 
data, consumer confidence, and retail sales. These data points are 
released in the coming days and may indicate the resilience of the 
consumer. However, if consumers are purchasing using debt, this 
would be detrimental to the economy. The January manufacturing 
PMI is contractionary at 46.3 but increased from the previous month 
of 45.9. The employment part of the survey has weakened to the 
lowest level since the summer of the pandemic.  

 

 

 

 

 

Sweden CPI Y/Y vs M/M & Retail Sales Y/Y 

PPI has started to fall, but CPIF is stubbornly high. However, M/M 
data is falling for CPIF. 
 

 
Source: Statistics Sweden, Riksbank 

The housing market in Sweden is cause for concern, as rates have 
decreased demand for houses due to mortgage rates. Sweden house 
prices are down 16% in the past year, and this is expected to decline 
to 20% in the coming months. With rates rising, there is little respite 
for those on a variable industry, transaction volumes were down 27% 
Y/Y in January, down 14% Y/Y. This presents downside to economy 
in the near term, with Q4 GDP expected to be 2.5% Y/Y but only up 
0.6% Q/Q, we expect growth to remain lacklustre in the near term.  

Swedish Yield Curve 

The spread between 2yr-10yr yields show an inversion, and near-
term rates have further to go.  

 

Source: Bloomberg, Swedish Government   

USDSEK has firmed because of the hawkish stance from the 
Riksbank, However, the trend has been that inflation has remained 
sticky, suggesting the banks will keep rates higher for longer, and 
terminal rates will be higher than previous expectations. This is why 
the USD index has rallied in recent weeks, but USDSEK has firmed 
in recent sessions. The range is still intact, and that is likely to be the 
trade until the Fed stop raising rates, and traders start betting on USD 
weakness. The movement in currencies shows it is still a rates trade, 
but the fundamentals for the Swedish economy are not as strong as 
the USD, which could see SEK struggle to gain ground.  

STIBOR has shifted higher at the back end of the curve, with 6-
months at 3.447%, but the middle of the curve between 1-month and 
3-month has softened. The yield curve is inverted with the 2yr at 
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3.13% and the 10yr at 2.64%. This inversion is expected to widen in 
the coming months as short-term rates rise, but longer-term growth 
expectations fall. The upwardly sticky inflation could limit the curve 
inversion.    

STIBOR Curve  

The interbank facility deposit rate has risen sharply in recent weeks. 
 

 
Source: Swedish Benchmark Facility 

Norway 

The Norges Bank kept their interest rate unchanged at 2.75% in 
January, however we expect rates to be increased to 3% in March. 
Global inflation has started to slow, but in Europe levels are still high. 
Freight rates have declined sharply and are at pre-pandemic levels, 
this highlights weaker trade, especially from China, and lower supply 
side costs. While the demand-pull side of inflation is weaker, 
borrowing costs, food prices, and rents are keeping CPI readings 
high. Energy costs are reducing costs for households, gas prices are 
significantly lower than forecasts in 2023. CPI was 0.2% M/M in 
January, and 7% Y/Y, with CPI underlying at 6.4% Y/Y.  

Norway Yield Curve 

The inverted yield curve indicates a slowing economy, and we expect 
the 2yr to increase further.  

Source: Norges Bank 

In Norway, this has benefitted the economy with higher-than-
expected activity. GDP in Q4, including the offshore industry, was 
0.8% Q/Q. This increased the probability of rate hikes from the central 
banks. Growth in Q4 was underpinned by strong household 

consumption at 5.9%, spending on services grew at 1.1%, and GDP 
for 2022 reached 3.8%. The unemployment rate trend was 3.4% in 
January, unchanged from the previous month. The unemployment 
rate is 1.9%, which is still historically low, and the new job vacancies 
has declined, and we expect some upside to unemployment in the 
coming months. Credit indicators growth was 5.3% Y/Y, marginally 
below the previous reading of 5.5%. Lower credit growth during high 
consumption is positive for the economy. Average earnings have 
been stronger in recent quarters at 4.4% Y/Y for Q4 2022. Consumer 
confidence for Q1 was -36.5, which is marginally better than the 
previous month at -36.8.  

Norway Inflation 

M/M data shows slowing inflationary pressure but CPI is still high.  

 
Source: Statistics Norway 

Trade is robust for Norway, and was at NOK102.8bn, which 
historically is high, but it is significantly below last year’s high of 
NOK231.87bn, when oil prices reached $120/bl. Oil prices are 
marginally softer, and the expectation that Chinese consumption will 
increase. Oil demand could be capped by the slower economy 
growth, but prices are forecast to edge lower as the surplus is intact. 
The EIA forecast prices will average $83.63/bl for brent, the more 
hawkish Fed will trigger gains in the USD.  

Consumer Confidence & Average Monthly Earnings Y/Y 

Consumer confidence has fallen despite higher earnings, inflation is 
persistently high which continues to damage confidence.  

 
Source: Finance Norway, Statistics Norway 
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Currency View 

In the near term, we expect to see the USD rally as the market prices 
in more rate hikes. The implied rate change is 30bps for March, and 
56bps change until May (approximately 30bps and 25bps), 
respectively. The terminal rate is little changed for the US, but higher 
rates for longer are entrenched in the economy, and this could cap 
growth. The US economic data, continues to show resilience, another 
boon for the USD against SEK, and NOK. However, the long-term 
trend is still in a period of consolidation, but we expect USDSEK and 
USDNOK to test the upper ranges, especially if PCE is stronger than 
expected the Fed inflation gauge. Rate cuts are not priced in for 2023 
and stand at 63% for January 2024, even when this approaches, the 
rate differential will be important. As the Fed will have a higher rate 
(5.2%-5.3%) to cut from compared to Norway which currently stands 
at 2.75%, at the time of writing.  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Desk Comments 

Euro 

European PMIs  

European PMIs have edged higher in recent months but can this be sustained.  

 

Source: S&P Global Platts   

Headline inflation in the eurozone continued to ease after energy 
prices declined further but the core inflation numbers remain elevated 
and will remain significantly above the ECBs 2 % target for an 
extended period. A 50bp rate hike is priced at the next meet with a 
terminal rate currently projected at 3.75%. Lagarde recognises the 
upward inflation pressures, so the risk remains of more tightening and 
an upward revision in line with other G8 economies. 

The 10 yr German yields moved above 3% for the first time in over a 
decade. The 2-to-10-year segment inverted meaning the market is 
expecting inflation to be under control in the longer term. 

We expect EUR to remain in a tight range in the near term but remain 
cautious of any big misses in macro data. EUR should also benefit on 
positive headlines to the Northern Ireland protocol as an agreement 
is close. 

USD  

The Fed raised rates by 25 basis points in Feb spurring a rally in the 
USD after chair Jerome Powell indicated a hawkish rhetoric leading 
to treasuries rising to multiple month highs.  Minutes showed Fed 
expect further increases would be required to bring inflation down to 
their 2% target. There is increased sensitivity to a hawkish signal 
helping the USD strengthen against all G10 currency. 

With data showing US inflation still running hot, coupled with the 
labour market remaining tight; terminal rates are about 50 basis 
points higher (5.38% at time or writing) compared to start of month, 
with expectations for rate hikes into Q3. 
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10yr TIPS vs 10yr Breakeven vs 10yr Yield  
Yields have further to climb following upwardly sticky inflation.  

Source: Federal Reserve  

We believe the recent hawkish rhetoric and strong data has now been 
priced in and further significant re rating of terminal rate is looking 
increasingly unlikely in the coming months. This does not necessarily 
mean dollar will start shifting lower as increased risk of recession 
amid prospect of higher rates and inflation. Hence, we expect the 
dollar to continue to be supported into Q2 as market participants seek 
to safety of the dollar especially given the yields on offer. Market focus 
over the next month will likely be on equity markets and VIX index as 
market participants look for change in risk sentiment rather than 
movements in the rate market. 

GBP  

US, UK, Italian, Germany, 10yr Yields. 

Yields in the UK and Italy are falling, but the US has kicked on.  

Source: Bloomberg 

The British pound has continued to perform well, buoyed by better-
than-expected data. UK PMI beat forecast and showed business 
activity is picking up sharply leading to projections of the UK avoiding 
a recession and GDP to grow by 0.1% in Q1. Inflation has continued 
to decline and will likely fall further due to a global fall in energy prices. 
However, there are plenty of reasons for the BOE to be on alert. There 
are concerns of food supply shortages due to the adverse weather in 
Spain and North Africa and the constraints on producing locally during 
the winter months. Moreover, the labour market is a bigger concern 

with companies boosting pay at the quickest rate on record. Average 
weekly earnings excluding bonuses was up to 6.7% from 6.5% this 
month. As a result, we have seen a lot of two-way flow in GBP. The 
MPC is divided on how much more action is needed to contain price 
pressures. We expect further small hikes in the near-term to allow the 
effects of previous rate hikes to come through the economy.  
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Technical Analysis 

GBPUSD  

 

GBPUSD has broken below the ascending triangle mentioned in last month’s report. Breakout target could see GBPUSD pull back to 1.1388 
and then 1.1237. Support along the way will be around 1.1842 and 1.1645.  On the upside, a break above 1.2450 area which has held 3 times 
now could lead to further correction up to 1.2759 (61.8% fib) white down trend. 

EURUSD 

 

EURUSD failed to close above the 50% Fib level and has retraced back forming support around 1.0533. On the upside, while the uptrend 
(black line) and support around 1.0466 hold then expect market to retest the 50% fib line. A close above the 50% fib retracement could see 
EURUSD climb up towards 200week MA / 1.1213 (61.8% fib). Next resistance level beyond there comes in at 1.15. On the downside, a weekly 
close below 38.2% fib could see the market pull back towards 50% fib of the recent move up, with a break below signalling a deeper pull back 
to 1.0108 and parity level.
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Disclaimer 

  

This is a marketing communication. The information in this report is 
provided solely for informational purposes and should not be 
regarded as a recommendation to buy, sell, or otherwise deal in any 
particular investment. Please be aware that, where any views have 
been expressed in this report, the author of this report may have had 
many, varied views over the past 12 months, including contrary 
views. 

A large number of views are being generated at all times and these 
may change quickly. Any valuations or underlying assumptions 
made are solely based upon the author’s market knowledge and 
experience. 

Please contact the author should you require a copy of any previous 
reports for comparative purposes. Furthermore, the information in 
this report has not been prepared in accordance with legal 
requirements designed to promote the independence of investment 
research. All information in this report is obtained from sources 
believed to be reliable and we make no representation as to its 
completeness or accuracy. 

This report is not subject to any prohibition on dealing ahead of the 
dissemination of investment research. Accordingly, the information 
may have been acted upon by us for our own purposes and has not 
been procured for the exclusive benefit of customers. Sucden 
Financial believes that the information contained within this report is 
already in the public domain. Private customers should not invest in 
these products unless they are satisfied that the products are 
suitable for them and they have sought professional advice. 

Please read our full risk warnings and disclaimers. 

https://www.sucdenfinancial.com/risk-warning-and-disclaimers/
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