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The economys changing

How large is the monetary policy toolbox?

Can the Riksbank contribute towards more sustainable
development?




The economy is changing

\ Globalisation has taken a step back

\ China Is increasingly important

|

Ageing population, lower population grow,

|
/ Digitalisation

Climate change
/



Globalisation has taken a step back
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World trade is not growing like before Global value chains are breaking up
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China is increasingly important =T
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China is contributing to higher global saving
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A Shareof global GDP increased from 3 to 16
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Global saving ratio, per cent of GDP, and contributions from China and the G7 countries, respectively. Source: IMF WEO.



Demography entails lower interest rates and growth
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Lower population growth

1.4 A Lower population growth
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A We are living longer
...want to save more foretirement
... | nc dependeaqy ratio
. [ 1]
e

1980s 1990s 2000s 2010s 2020s 2030s
Growth i n G7 counr29ydars, sainuapperpeataga.t i on, 25 Source: UN.

0.8

0.6

0.4

0.2




Productivity has grown more slowly
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Lower productivity growth

... | owalmgness tanvest
... L ower GDP growth
I ... | ointeeest rates
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Growth in OECD countries’ |l abour productivity, annual per cent Sogree: OECD EO.
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The economy is changing o
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Willinghess to

vest Need to save productivity

growth?

Lower inflationar
pressures?

Low Interest rates Low growth




Many indications of continuing low real interest il
rates
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Yield on 16year real government bonds, per ced2 month moving average. Sources: Bank of England, ECB, Federal Reserve and the Riksbank.



How large is the monetary policy
toolbox?



The Riksbank’s toolbox T
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Purchase more ,

: Unconven
Swedish government

The Interest rate can

be cut bonds? monetary policy
» But the interest rate is close » Termpremiums are already » Other asset purchases,
to its effectivelower bound very low heli copter money,
* No credit risk for Swedish » Could work but idiscal policy
government securities eSweden’s public f
* The Riksbank already owns a strong;i't 1 s the Gove

large share task to conduct fiscal policy



Can the Riksbank contribute
towards more sustainable
development?



Climate change affects the economy

The functioning of the el
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New risks : : contribute to better
economy Is changin L
y ging sustainability?
» Physical risk & transition risk . Econo_micrelationshipsare » Asset purchases (QE)?
» Adequate supervision and changing « Managing the foreign
regulation are needed * More noise in the data? exchangeeserve?
e Primarily

Finansinspektio
responsibility, but also the
Ri ksbank’ s



Can the Riksbank contribute to better
sustainability?
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Swedish government bonds
The central government 1 s the RIk

Not appropriate for the Riksbank to attempt to affect the
Government’'s climate worKk

The Riksbank should not select among government bonds

Assetpurchases

Managing the
foreignexchange
reserve

The reserve must consist of safe and liquid assets
There is some scope for considering climate change
New risk and investment policy




Greenhouse gas emissions
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The Riksbank rejects issuers with a large climate
footprint
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Canada and provinces Australia and states
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Direct greenhouse gas emissions, excluding uptake and emission of greenhouse Sources: Australian Bureau of Statistics, Bloomberg, Government of Australia,
gases from land use, GHIG C®e)/GDP ihn USD). Government of Canada, UNFCCC and StatiStosda.
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» What will normal levels be for interest rates and productivity and GDP

The economy is changing growth in the period ahead?

I ER S L Al S Mb s EIEiEl » Economic correlations are changing, new risks are emerging
structural changes * However, monetary policy has little ability &bfectthese structural changes

eI Ne ol [[MALN W/ [efEMET(o[: « The policy rate is close to its effective lower bound
(o] [STaRSiE= o]l [F1i[o]gWelo][[WVAN « Fiscal policy can be made more expansionary if necessary

L ARG LS ELN[o] Mo )0 [V - But the Riksbank can take some consideration of climate change in its
fiscal or climate policy management of the foreign exchange reserves
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Thank you!



