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Today's monetary policy decision: how the language changed from prior meeting

GMareh 17 April 2025

The Governing Council today decided to lower the three key ECB interest rates by 25 basis
points. In particular, the decision to lower the deposit facility rate — the rate through which
the Governing Council steers the monetary policy stance — is based on its updated
assessment of the inflation outlook, the dynamics of underlying inflation and the strength
of monetary policy transmission.

The disinflation process is well on track. Inflation has continued to develop breadh-as staff

expected, and-the-latest-projections-closely-akgn-with the-previeusboth headline and core
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markedly over recent months Most measures of underlying inflation suggest that inflation
will settle at around the Govermng Council’s 2% medium-term target on a sustalned basis.

qrowth Is moderating, and proflts are partially bufferlnq the impact of still eIevated wage
growth on inflation. The euro area economy has been building up some resilience against
global shocks, but the outlook for growth has deteriorated owing to rising trade tensions.
Increased uncertainty is likely to reduce confidence among households and firms, and the
adverse and volatile market response to the trade tensions is likely to have a tightening
Impact on financing conditions. These factors may further weigh on the economic outlook
for the euro area.
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The Governing Council is determined to ensure that inflation stabilises sustainably at its
2% medium-term target. Especially in current conditions of sistagexceptional uncertainty, it
will follow a data-dependent and meeting-by-meeting approach to determining the
appropriate monetary policy stance. In particular, the Governing Council’s interest rate
decisions will be based on its assessment of the inflation outlook in light of the incoming
economic and financial data, the dynamics of underlying inflation and the strength of
monetary policy transmission. The Governing Council is not pre-committing to a particular
rate path.

Key ECB interest rates

The Governing Council today decided to lower the three key ECB interest rates by 25 basis
points. Accordingly, the interest rates on the deposit facility, the main refinancing
operations and the marginal lending facility will be decreased to 2.5825%, 2.6540% and
2.9065% respectively, with effect from 12-March23 April 2025.

Asset purchase programme (APP) and pandemic emergency purchase programme (PEPP)

The APP and PEPP portfolios are declining at a measured and predictable pace, as the
Eurosystem no longer reinvests the principal payments from maturing securities.
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The Governing Council stands ready to adjust all of its instruments within its mandate to
ensure that inflation stabilises sustainably at its 2% target over the medium term and to
preserve the smooth functioning of monetary policy transmission. Moreover, the
Transmission Protection Instrument is available to counter unwarranted, disorderly market
dynamics that pose a serious threat to the transmission of monetary policy across all euro
area countries, thus allowing the Governing Council to more effectively deliver on its price
stability mandate.

Source: ECB, TrendMacro analysis
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Banking system dependency: borrowing from the ECB (€ billions)
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Source: ECB, National central banks, TrendMacro calculations

b’TrendMacro Data Insights: ECB and Euro Area Economy Monitor 5



The credit drought: loans to non-financial businesses (YOY growth)
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Sovereign stress monitor: 10-year bond spreads
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Labor market in intensive care
ULC: Nominal, quarterly YOY  UE: - High
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Purchasing Manager Indices

Manufacturing Last Prev 13-month history Services Last Prev 13-month history
J A
Eurozone Mar 486 476 " s EurozoneMar 510 506 ~ -
e W
P M
UK Mar 449 469 J,A,,,.f UK Mar 525 510 ¢
.-"f i " o, —
GermanyMar 483 465 ;‘\___K 7 GermanyMar 509 511 N
France Mar 485 458 T _f"f France Mar 479 453 -
\_‘l."' . -y'
ltaly Mar 46.6 474 'xu/ \\‘v’_' ~. ltalyMar 543 542
| A~ | —\ A A
Spain Mar 495 497 . o/ H\ Spain Mar 54.7 56.2 VAW
- . '\. 1?;
~ T
Ireland Mar 516 519 ﬂ_v____*\‘ VAN Ireland Mar 5563 532 ﬁk"‘-vf“'“%.,___,fﬁ‘n."! xxu
Netherlands Mar 496 500 \ o~
.-\M_./'
M o~
Austria Mar 469 467 AN N4
d '
S
Greece Mar 550 52.6 T~ —
CzechRepMar 483 477 ~ o~ /"

Regional currency flight == Euro vs Swiss franc

1.8
1.7
1.6
1.5
1.4 h
1.3
1.2
1.1

1
0.9
0.8

2009 2010 2011

e e __hb"“""" e

Wi Yt
Mot

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

:—"TrendMacro Data Insights: ECB and Euro Area Economy Monitor

B SNB FX reserves

o e e e o

ey S TR a

2022 2023 2024 2025



Euro area consumer inflation, year on year
Country: M Headline ™ Ex-food and energy ™ Ex-energy  Euro area: == Headline == Energy == Ex-energy
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Draghi's old dashboard:
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