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Fast Comment Sweden

Negative electricity price to paper over cracks in Riksbank's 

inflation forecast; September CPI preview

Headline CPIF inflation expected at 3.7%; second sharp drop in a row

Electricity price at rock bottom during second half of September - the only way is up

CPIF excluding energy expected to surpass the Riksbank's fresh forecast; we see a 6.8% print

Headline CPIF inflation expected at 3.7%; second sharp drop in a row

We expect headline CPIF inflation to plummet to 3.7% in September, y-o-y, from 4.7% in August - a print which was also a steep 
decline from July. While that was largely a negative base effect, the decline in September is more about price changes here and 
now, namely a sharp drop in electricity prices. The Nordic electricity spot price tumbled in the second half of September, 
implying that the Riksbank did not have these data at hand when finalising its latest monetary policy report, nor did we when 
penning the Global Macro Forecast released just over two weeks ago.

While incoming data has resulted in today's inflation nowcast being marginally lower than that of our recent macro report, it still 
points to CPIF excluding energy (CPIFXE) close to 6.8%, y-o-y in September, 0.2pp above the Riksbank's call (see tables and 
charts below). All told, the electricity price drop looks set to paper over the cracks in the Riksbank's CPIFXE forecast, as the 
CPIF figure turns out to be exactly in line with the central bank's expectation. We stick to our forecast for a policy rate hike in 
November, to 4.25%.

Electricity price at rock bottom - the only way is up

September temperatures were at a record high, with several places beating the previous Sweden September record from 2006, 
and a host of locations breaking their own respective records (Uppsala perhaps being the most astounding, as the September 
1775 observation was exceeded). The warm weather helped drive down electricity prices as heating needs were minimal. On 
top of this, hydro power reservoirs are at their highest relative levels in years (see chart below). All told, the electricity price hit 
rock bottom in September, with some regions even printing negative at least one day. But the futures market has not 
dramatically priced down electricity this winter, meaning that we likely face a steep rise in the spot price over the next few 
months, albeit to levels well below last winter's elevated prices.

This means that our CPIF inflation nowcast is on the low side of our September Global Macro Forecast for a few months, but 
subsequently closes the gap. This is also due to the higher oil price futures curve, driving up fuel prices more than anticipated. 

CPIFXE expected to surpass the Riksbank's fresh forecast

 The totality of the incoming data has led us to revise down our CPIFXE outlook somewhat, implying that the difference versus 
the Riksbank's forecast has decreased. More disinflationary signals from the recent krona appreciation and the latest PPI have 
been partly offset by a halt in the previous easing of firms' pricing plans. However, we still maintain a higher forecast than the 
Riksbank for 2024, with the difference peaking at 0.5pp in July. Key to our outlook is that profits as well as labour costs are 
driving inflation in this second phase of the inflation crisis (see chart below), and it will take time to complete the disinflation 
journey (see links in the Appendix below, PDF version only). 
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Inflation outcomes, and Handelsbanken forecast
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Inflation forecasts: Riksbank vs. Handelsbanken

ch
an

ge
, y

-o
-y

Headline CPIF

Riksbank target level 
and "variation band"

Outcomes, with
Handelsbanken
nowcast (dashed)
Riksbank forecast

0

2

4

6

8

10

Pe
rc

en
ta

ge
 

CPIF excluding
energy

0

2

4

6

8

10

2022 2023 2024
Sources: Macrobond, Riksbank, Statistics Sweden and Handelsbanken

Leading indicators; Sentiment surveys
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Leading indicators; Pipeline pressures
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September CPI forecast: Key aggregates

Handelsbanken Riksbank Previous month

CPIF

CPIF excluding 
energy

Overall CPI

Percentage change, y-o-y
2 3 4 5 6 7

3.7% (3.8%)

6.8% (6.6%)

6.3% (6.5%)

Handelsbanken
(Riksbank)

September CPI forecast: Component aggregates

Forecast Same period last year

CPIF
CPI
CPIF excl Energy
Interest rate costs
Food and beverages
Energy
Goods
Services

Percentage change, m-o-m
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0.2%
0.3%
0.3%
2.4%
0.0%
-2.4%
1.1%
0.0%
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Energy commodity prices
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Nordic hydro power conditions
Hydro power reservoirs
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Inflation driver hand-off: From profits to labour costs
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Appendix: Handelsbanken research on inflation and monetary policy

The most recent regular 

comments and analyses

Global Macro Forecast report (Swedish / English with international focus)
"Falling headline, moderating underlying inflation"; August CPI report 
"The Riksbank hikes to 4.00 percent, but slightly dovish rate path"; Riksbank September monetary 
policy decision 
"Rising long yields with deficits in focus"; Swedish Rate Wrap, Sept 29, 2023 (English / Swedish)  
 

Key in-depth analyses Inflation
"Brave new nominal world", September 2023 (Swedish, p. 20-23 here / English, p. 9-12 here)
"The green transition will be inflationary", January 2023 (p. 13-14 here)
"What stops a new high-inflation regime", September 2022 (p. 15-17 here)
   
Monetary policy 
"Neutral interest rates on the rise again", January 2023 (p. 7 here)
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Research disclaimers
Handelsbanken Capital Markets, a division of Svenska Handelsbanken AB (publ) (collectively referred to herein as ‘SHB’), is
responsible for the preparation of research reports. SHB is regulated in Sweden by the Swedish Financial Supervisory Authority,
in Norway by the Financial Supervisory Authority of Norway and in Finland by the Financial Supervisory Authority of Finland. All
research reports are prepared from trade and statistical services and other information that SHB considers to be reliable. SHB
has not independently verified such information.

In no event will SHB or any of its affiliates, their officers, directors or employees be liable to any person for any direct, indirect,
special or consequential damages arising out of any use of the information contained in the research reports, including without
limitation any lost profits even if SHB is expressly advised of the possibility or likelihood of such damages.

The views contained in SHB research reports are the opinions of employees of SHB and its affiliates and accurately reflect the
personal views of the respective analysts at this date and are subject to change. There can be no assurance that future events
will be consistent with any such opinions. Each analyst identified in this research report also certifies that the opinions expressed
herein and attributed to such analyst accurately reflect his or her individual views about the companies or securities discussed in
the research report. This research report does not, and does not attempt to, contain everything material that there is to be said
about the company or companies described herein. For additional information about our research methodology please visit,
https://www.researchonline.se/desc/disclaimers

Research reports are prepared by SHB for information purposes only. The information in the research reports does not
constitute a personal recommendation or personalised investment advice and such reports or opinions should not be the basis
for making investment or strategic decisions. This document does not constitute or form part of any offer for sale or subscription
of or solicitation of any offer to buy or subscribe for any securities nor shall it or any part of it form the basis of or be relied on in
connection with any contract or commitment whatsoever. Past performance may not be repeated and should not be seen as an
indication of future performance. The value of investments and the income from them may go down as well as up and investors
may forfeit all principal originally invested. Investors are not guaranteed to make profits on investments and may lose money.
Exchange rates may cause the value of overseas investments and the income arising from them to rise or fall. This research
product will be updated on a regular basis.

No part of SHB research reports may be reproduced or distributed to any other person without the prior written consent of SHB.
The distribution of this document in certain jurisdictions may be restricted by law and persons into whose possession this
document comes should inform themselves about, and observe, any such restrictions.

The report does not cover any legal or tax-related aspects pertaining to any of the issuer’s planned or existing debt issuances.
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