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food is lowered
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The government today announced a reduction on VAT for food to 6% from
12%, which will have a major impact on the inflation path.

The reduction of VAT on food is part of the generous fiscal package at a total of SEK 80bn for the election
year 2026 that was announced last week. The lowered VAT is temporary and will take effect April 2026 and
up to and including December 2027.

The impact on inflation is -0.8% point in April 2026, see chart. In the chart, we have also assumed that the
deduction for renovation of domestic buildings will be extended for 2026 (current decision is that it will stop
in January 2026).

As for the Riksbank, the measure has a dovish tilt. The reason is that the lower inflation could pull down
short-term inflation expectations and reduce compensation demand from wage earners, easing the
Riksbank’s concerns that the current too high inflation will be sticky.

However, it is not clear cut how the Riksbank will respond. After all, it will boost domestic demand and GDP
growth. Moreover, overall fiscal policy is unusually expansionary, by 1% of GDP in 2025 and even more
expansionary 2026, see chart. It is simply a lot of money going in to the economy currently. As the lowered
VAT is temporary, inflation will rise by as much in January 2028, which most likely will not result in a rate
hike at that point. For the same reason, the Riksbank will probably see through the lowering effect next year.
Notably, the Riksbank's inflation forecast will be up to and including Q3 2028 in the September report.

For now, we keep our forecast that the Riksbank will stay on hold with the policy rate at 2.00%.
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*Note: Previous scenario is excluding lower VAT on food and extended deduction for repair of domestic buildings ("ROT")
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DISCLAIMER

Nordea Markets is the commercial name for Nordea's international capital markets operation.

The information provided herein is intended for background information only and for the sole use of the intended
recipient. The views and other information provided herein are the current views of Nordea Markets as of the date of
this document and are subject to change without notice. This notice is not an exhaustive description of the described
product or the risks related to it, and it should not be relied on as such, nor is it a substitute for the judgement of the
recipient.

The information provided herein is not intended to constitute and does not constitute investment advice nor is the
information intended as an offer or solicitation for the purchase or sale of any financial instrument. The information
contained herein has no regard to the specific investment objectives, the financial situation or particular needs of any
particular recipient. Relevant and specific professional advice should always be obtained before making any
investment or credit decision. It is important to note that past performance is not indicative of future results.

Nordea Markets is not and does not purport to be an adviser as to legal, taxation, accounting or regulatory matters in
any jurisdiction.

This document may not be reproduced, distributed or published for any purpose without the prior written consent from
Nordea Markets.

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.

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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