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Duration: Waiting for an upslope wind for bond yields

2. And the strong current reading of levels of activity has likely led to over-optimistic 

macro expectations as displayed through negative surprises. No quick fix for this, only 

time will balance expectations versus “reality”.

1. Loss of momentum in activity data may linger as the manufacturing cycle in China 

hampered by both Covid-related factors and an unfavourable credit impulse.

4. Bias on duration and covereds. We remain neutral on duration. The Riksbank’s

upcoming policy announcement on 21 September should be a non-event. The policy 

of zero rate for the coming three years and continued tapering into year-end and an 

unchanged balance sheet in 2022 is the main scenario. There could be QE details 

announced for Q1 2022, but more likely that det details are presented at the 

November meeting. A gradual reduction of volumes is likely but that should be 

expected by the market. It could even be that the Q1 volumes will be surprisingly 

large as a part of the QE portfolio matures already this year and reinvesting that 

amount in Q1 would mean larger volumes than implied by “steady-state” reinvesting 

for an unchanged balance sheet. 

3. Supply disruptions can be found not only in trade and production, but also in the US 

labour market. If job positions never have been more difficult to fill, should not 

productivity be damaged with a lag? Not good news for equities into next year.
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Riksbank: Time flies, bonds mature and a new year of QE approaches 

2. The total maturity profile looks like this, and note that already in H2 2021, 47bn bonds are 

redeemed, where of 30 bn are covereds. Plenty of ammunition for the Riksbank to front-load 

buying at the start of 2022.

1. The Riksbank balance sheet has not been larger since the year of our Lord 1777 as 

share of GDP and is now significantly larger than the government’s debt. But don’t worry, 

the bond portfolio will eventually mature. See below for the near-term redemptions:

4. The maturity profile in covereds looks like this. Roughly a mirror image of the maturity 

profile of outstandning amounts. If the Riksbank wants to keep the profile below, 

reinvestments need to be done primarily in 4-5y segments.
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Riksbank: How the QE purchases could be distributed in H1 2022

1. A reasonable scenario for Riksbank’s QE in H1 2022: If the quarterly amounts is further reduced in H2 2022, then the tapering will morph into quantitative tightening. A 

perfect timing?

Comments:

• The Riksbank will likely target an unchanged balance sheet for 2022

• A quarterly purchase amount for each type of instrument will likely be presented

• The Q1 numbers could be released at the September meeting or numbers for both Q1 & Q2 could be presented 

at the November meeting

• The “steady-state” at the end of 2022 is currently ~40 bn/quarter in total for keeping an unchanged balance 

sheet

• The purchases will likely be front-loaded with larger amount for Q1 than for Q2. The redemptions in 2021 could 

be used as a motivation for the front-loading but also policy smoothing

• If the redemptions in government bonds was to be fully reinvested in government bonds, the purchases would 

have to be increase from 10 to around 17bn/quarter. We do not think that this is likely. Instead we believe that 

the exposure to public debt will be kept constant, i.e. some of the redeemed amounts in government bonds will 

be reinvested in municipals instead. An alternative would to buy bills instead of increasing SGB buying. A 

natural way to get positioned for reducing the balance sheet?

• It is an open question if the Riksbank will start to reduce its balance sheet before it increases the policy rate. It 

is likely that the Riksbank too is undecided in this regard.

• We believe that the corporate bond holdings will be re-invested as well, meaning a few hundred million in 

purchases / quarter.
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Stibor: Same procedure as every year, but a bit noisier
2. 3m Stibor has been drifting upwards toward new fair-value, but will soon start to feel 

the pull of the year-end on the downside. 

4. The Debt Office has restarted its program of issuance in foreign currencies and 

swapping to SEK. Real estate companies through their Euro subsidiaries issue EUR bonds 

directly to the ECB. The Euros can then be swapped to SEK. The impact on the basis 

curves is small currently, but could be a reflection of short-term FX swapping to SEK.

• The new Riksbank policy since April of offering 50% of excess liquidity to be 

deposited in certificates @ 0 bps instead of ON @ -10 bps may have jacked the 

3m Stibor “fair-value” range from -5/0 bps to 0/+5 bps

• The year-end downward pull must surely be assumed to materialise this year 

too. A 10 bps drop from late September to year-end from the new “fair-value” 

central point of +2.5 bps means that the Dec-21 FRA is fairly priced around 

current levels.

• The proposed bank tax means that balance sheets will be taxed as of 31-Dec for 

an eternity, making year-end effect in Stibor perpetual. But the level of the tax as 

proposed is of similar magnitude as the old stability fee. No direct market 

impact.

• Neither Riksbank’s down-talking of Stibor as it is promoting its own ON 

reference rate Swestr nor the reformation of Stibor as will be applied in the 

future has any implications for the development of 3m Stibor levels in our view.

• Although the Riksbank’s QE will increase excess liquidity by more than 70 bn 

until year-end (Stibor down), it is worth remembering than 47bn is removed as 

bonds in the QE portfolio matures (Stibor up).

• Also worth noting is that Swedish issuers, like the government and a number of 

real estate companies, have programs for issuance in foreign currency and then 

swapping them to SEK. The part of FX funding that is hedged through FX 

forwards exerts a mild upward pressure on Stibor.

1. Some new information and market development is creating noise around Stibor

3. The approaching year-end pull seen through the Stibor/Stina spread
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Trade Ideas: Dual risk around policy announcement, receive and pay

3. Relative value trade ideas 

1. Front-end The year-end downward pull in Stibor is almost a given but how 

to play it? The Dec-2021 FRA is around fair levels and the downward pull in 

front-end bonds usually do not materialize until December. 1y swaps should be 

closely correlated to 3m Stibor, so the year-end pull should be visible also in 

that instrument. Chart below shows slices on 1y swap minus 1y Stina. The 

year-end is effect is not as clear as in 3m Stibor (reasonable) but still a slight 

downward trend in Q4 seems to be there. Receiving a 1y SEK swap forward 

starting at Dec-21 IMM around +2 bps with spot around 0 bps has a potential 

for a 7 bps gain if 1y swap is pulled ~¨5 bps down from current levels (the 

magnitude of the year-end pull assumed by eye-balling the chart below). If +2.5 

bps is the new fair-value of 3m Stibor and no rate hikes are delivered in 2022, 

the upside in the 1y swap should be limited.

2. Country spread So there is a chance of inflation after all (see “Sweden: Inflation 

moving higher”, 8 September), but governor Ingves does not seem concerned 

according his most recent speech. Indeed, if the Riksbank at the upcoming policy 

announcement makes large revisions to the forecasts on the upside for growth and 

inflation but gives no indication of a policy shift, the policy announcement may be 

interpreted as dovish by the market. On the other hand, if the target inflation measure 

CPIF turns out 0.7% higher in August than the central bank had forecasted, can one 

really rule out a hawkish twist to the policy announcement? Perhaps the Riksbank is 

being influenced on the how other central banks are shifting their weight? Fed and ECB 

moving towards tapering, Norges Bank hiking etc. We find it hard to read what is

discounted in the yield curve currently. Is the 5/10s spread curve flattening reflecting 

expectations on a dovish Riksbank (value in paying SEK 10y or 5y5y vs EUR) or or is 

the steeper front-end curve reflecting hawkish expectations (flatten SEK 0-5y curve or 

receive outright)?

https://corporate.nordea.com/article/67348/sek-rates-thursday1500-positive-carry-and-roll-that-should-work-on-higher-rates
https://corporate.nordea.com/article/67348/sek-rates-thursday1500-positive-carry-and-roll-that-should-work-on-higher-rates
https://corporate.nordea.com/article/67348/sek-rates-thursday1500-positive-carry-and-roll-that-should-work-on-higher-rates
https://corporate.nordea.com/article/67267/sek-rates-thursday1500-speed-limits-and-roll-games
https://corporate.nordea.com/article/67627/sweden-inflation-moving-higher
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connection with an investment.

Before acting on any information in this publication or report, it is recommendable to consult one’s financial advisor.

The information contained in this publication or report does not constitute advice on the tax consequences of making any part icular 

investment decision. Each investor shall make his/her own appraisal of the tax and other financial merits of his/her investment.

Sources 

This publication or report may be based on or contain information, such as opinions, recommendations, estimates, price targets 

and valuations which emanate from:

Nordea Markets’ analysts or representatives,

Publicly available information,

Information from other units of Nordea, or

Other named sources.

To the extent this publication or report is based on or contain information emanating from other sources (“Other Sources”) than 

Nordea Markets (“External Information”), Nordea Markets has deemed the Other Sources to be reliable but neither Nordea, others 

associated or affiliated with Nordea nor any other person, do guarantee the accuracy, adequacy or completeness of the External 

Information.

The perception of opinions or recommendations such as Buy or Sell or similar expressions may vary and the definition is therefore 

shown in the research material or on the website of each named source.

Limitation of liability 

Nordea or other associated and affiliated companies assume no liability as regards to any investment, divestment or retention

decision taken by the investor on the basis of this publication or report. In no event will Nordea or other associated and af filiated 

companies be liable for direct, indirect or incidental, special or consequential damages resulting from the information in this 

publication or report.

Risk information 

The risk of investing in certain financial instruments, including those mentioned in this document, is generally high, as their market 

value is exposed to a lot of different factors such as the operational and financial conditions of the relevant company, growth 

prospects, change in interest rates, the economic and political environment, foreign exchange rates, shifts in market sentiments etc. 

Where an investment or security is denominated in a different currency to the investor’s currency of reference, changes in ra tes of 

exchange may have an adverse effect on the value, price or income of or from that investment to the investor. Past performance is 

not a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. When 

investing in individual shares, the investor may lose all or part of the investments.

Conflicts of interest

Nordea, affiliates or staff in Nordea, may perform services for, solicit business from, hold long or short positions in, or otherwise be 

interested in the investments (including derivatives) of any company mentioned in the publication or report.

To limit possible conflicts of interest and counter the abuse of inside knowledge, the analysts of Nordea Markets are subject to

internal rules on sound ethical conduct, the management of inside information, handling of unpublished research material, contact 

with other units of Nordea and personal account dealing. The internal rules have been prepared in accordance with applicable 

legislation and relevant industry standards. The object of the internal rules is for example to ensure that no analyst will abuse or 

cause others to abuse confidential 

information. It is the policy of Nordea Markets that no direct link exists between revenues from capital markets activities and 

individual analyst remuneration. Research analysts are remunerated in part based on the overall profitability of Nordea Bank, which 

includes Markets revenues, but do not receive bonuses or other remuneration linked to specific capital markets transactions. 

Nordea and the branches are members of national stockbrokers’ associations in each of the countries in which Nordea has head 

offices. Internal rules have been developed in accordance with recommendations issued by the stockbrokers associations. This 

material has been prepared following the Nordea Conflict of Interest Policy, which may be viewed at www.nordea.com/mifid

Important disclosures of interests regarding this research material as well as recommendation changes in the past 12 months are 

available at: https://research.nordea.com/FICC

Distribution restrictions 

The securities referred to in this publication or report may not be eligible for sale in some jurisdictions. This research report is not 

intended for, and must not be distributed to private customers in Great Britain or the United States.

In the United States, to the extent that this publication or report includes an analysis of the price or market for any derivative and is 

not otherwise exempt from the applicable U.S. Commodity Futures Trading Commission (CFTC) regulations, it is approved for 

distribution in the United States to US persons that are eligible contract participants from a CFTC perspective. Nordea Bank Abp is 

a provisionally registered swap dealer with the CFTC. Any derivatives transactions with US persons must be effected in 

accordance with the provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

In Singapore, this research report is intended only for, and may be distributed only to, accredited investors, expert investors or 

institutional investors who may contact Nordea Bank Singapore Branch of 138 Market Street, #09-01 CapitaGreen, Singapore 

048946.

This publication or report may be distributed by Nordea Bank Luxembourg S.A., 562 rue de Neudorf, L-2015 Luxembourg which is 

subject to the supervision of the Commission de Surveillance du Secteur Financier.

This publication or report may be distributed by Nordea Bank Abp Singapore Branch, which is subject to the supervision of the 

European Central Bank, the Finnish Financial Supervisory Authority and the Monetary Authority of Singapore.

This publication or report may be distributed in the UK to institutional investors by Nordea Bank Abp London Branch of 6th Floor, 5 

Aldermanbury Square, London, EC2V 7AZ, which is under supervision of the European Central Bank, Finanssivalvonta (Financial 

Supervisory Authority) in Finland and subject to limited regulation by the Financial Conduct Authority and Prudential Regulation

Authority in the United Kingdom. Details about the extent of our regulation by the Financial Conduct Authority and Prudential

Regulation Authority are available from us on request.

This publication or report may not be mechanically duplicated, photocopied or otherwise reproduced, in full or in part, under

applicable copyright laws.

Nordea Bank Abp, Satamaradankatu 5, FI-00020 NORDEA, Finland, domicile Helsinki, Business ID 2858394-9 

Further information on Nordea available on www.nordea.com
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