Trend Macrolytics, LLC
Donald Luskin, Chief Investment Officer

TI'EE ]f]_d Macro Thomas Demas, Managing Director

Michael Warren, Energy Strategist

Data Insights: ECB and Euro Area Economy Monitor
Thursday, July 25, 2025

Today's monetary policy decision: how the language changed from prior meeting
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global environment. At the same time, the environment remains exceptionally uncertain, especially because of
trade disputes.

The Governing Council is determined to ensure that inflation stabilises sustainably-at its 2% medium-term-target:
Especially in eurrent-conditions-of-exceptionaluncertatnty+the medium term. It will follow a data-dependent and
meeting-by-meeting approach to determining the appropriate monetary policy stance. +heln particular, the
Governing Council’s interest rate decisions will be based on its assessment of the inflation outlook and the risks
surrounding it, in light of the incoming economic and financial data, as well as 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

theThe interest rates on the deposit faC|I|ty the main refmancmg operatlons and the marginal Iendlng facility WI||
be-deereased-teremain unchanged at 2.00%, 2.15% and 2.40% respectivelywith-effectirom-H-June-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.

*X¥

The Governing Council stands ready to adjust all of its instruments within its mandate to ensure that inflation
stabilises sustatnably-at its 2% target everin 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.

The President of the ECB will comment on the considerations underlying these decisions at a press conference
starting at 14:45 CET today.
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Euro-QE (& billions)
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The credit drought: loans to non-financial businesses (YOY growth)
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Supply and demand for lending: ECB Bank Survey
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Sovereign stress monitor: 1

0-year bond spreads
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Labor market in intensive care
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Purchasing Manager Indices
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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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Source: Eurostat, TrendMacro calculations

Draghi's old dashboard:

Swap-implied inflation expectations since “Whatever it takes”
== H-year inflation-swap rate, 5 years forward
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