
When going back to zero (percent) is 

commendable ... 

The Swedish case 

The case of Sweden is interesting in terms of interest rates. It 

seems that the central bank wants to raise its rates to zero in 

the coming weeks (i.e. "Riks Bank" - this is not invented I 

promise, because in case of an unfortunate slip, we could speak 

of "Risk Bank" which would be inappropriate, for example if we 

were dyslexic).  Sweden could be once again a forerunner of 

what should be done. It's a sign of avant-gardism in my opinion. 

It was one of the first to have negative rates (i.e. deposit rate in 

2009 at zero, just after the sub-primes crisis). Because as soon 

as you have reached the zero percent, what comes next below, 

cannot be useful or beneficial. Going back to zero, why not? 

Can we be happy about zero percent? We can. In the long run, 

negative rates are a kind of vicious and sneaky “killer”. By the 

way, have you noticed that Sweden has been pinpointed by the 

EU for overvaluing its housing and real estate markets, and was 

therefore encouraged to stop its sub-zero rate? 

Admittedly, this would be a symbolic but virtuous and 

courageous gesture. Because it takes courage to raise rates 

while modern economies suffer. People in the street are 

convinced that the zero percent rate is a very strange and 

"abnormal" thing, especially since this situation is trying to 

extend. We must never forget the people of the street because 



at this moment disputes and strikes spread all over the world. 

People become rebels and complain about the capitalistic 

economies and its so-called drifts. The problem is that negative 

rates for too long are doing more harm than good to the 

economies, but lots of people seem not to see the dramatic 

consequences derived from these types of sub-zero rates. 

Floor to the floor 

When a bank is lending money, its loan is now "floored" to zero 

(in principle). When this same bank borrows (i.e. deposit of a 

customer), it tries to pay the real rate, based on the (new) 

ESTR, about [-0.50-0.60%]. Before we were "floored" on one 

side and "floored" on the other too. It was sort of symmetricity.  

Now, we understand them with the proposed asymmetry of 

floors; however, the pill will be difficult to swallow for 

individuals and even some companies. 

So less than nothing was zero; but in terms of rates, less than 

nothing, it is a negative rate which does not know how far it will 

be in the negative zone (e.g. ESTR, which is by the way further 

negative compared to the former EONIA by 8-10 bp’s). The ECB 

and its new Chairwoman will not be able to change the 

orthodoxy and the complex or dangerous strategy put in place 

by its predecessor. 



 

Why less than zero is not beneficial? 

Too low rates and potentially near-zero mortgage credit could 

be compared to purchases during “Black Friday’s” or sales. It is 

not because it's cheap that you should buy a house, but 

because you need it to live in. The economy should be re-

calibrated, and the target set (back) to zero. 

What are the “negative” possible impacts of these very low 

rates? Negative rates create a real estate bubble 



unquestionably. Companies in difficulty, the so-called 

"zombies" companies survive with very (too) cheap loans.  

Private banks are drained and desperate with their deposit 

rates they cannot charge for their rich customers. Pension 

funds and other insurance companies suffer martyrdom as they 

need to ensure minimum returns. Households and states have 

been over-indebted (even if the debt service is easier). 

Investors are flocking on hedge funds, alternative funds and 

other stock markets in search of better returns. Furthermore, 

the cost of debt is lower and would make us forget the increase 

in total debt. I'm certainly forgetting other reasons not to stay 

at sub-zero rates.  

 



Negative rates are not good for the economy  

Their persistence would be detrimental to the entire economy 

and the banks. Do not forget it. The consequences of this 

madness of rates and the inversion of any financial theory will 

only be measured after the fact. The awakenings will be painful. 

It is abnormal to be paid to keep other people's money, 

especially if you are not a bank with tamper-proof coffers. It 

would be foolish to see individuals keeping fiat money (i.e. 

bank notes) in chests or cabinet bottoms to have zero return 

because it is simply better than - 0.60%. Yet, we will come to it 

...  

Have not malignant men speculated on gold? Are stock 

exchanges not overvalued? Let's never forget that the notion of 

“performance” is relative, even below zero percent. 

Eventually, Sweden may also be a pioneer with its “e-Krona” 

and a virtual currency (to avoid the exchange of notes and the 

possible fraud that arises, with the shadow economies). These 

Swedes are always ahead of the others! But if they move up 

rates, it should inspire us in the EURO zone, and we should tend 

to zero percent too. Time would no longer create value, but 

most of all it would not destroy it anymore.  
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