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Today's monetary policy decision: how the language changed from prior meeting
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The Governing Council today decided to keep the three key ECB interest rates unchanged.

Inflation is currently at around the 2% medium-term target—Fhe-neoming-formationts-broadhy-h
#pre-\,oqqieh and the Govermng Council’s &tewea%assessment of the inflation outIook—Defmesne

&Heeﬁam—e%peem#beea%&ei—md&msp&es IS broadlv unchanqed

The new ECB staff projections present a picture of inflation similar to that projected in June. They
see headline inflation averaging 2.1% in 2025, 1.7% in 2026 and 1.9% in 2027. For inflation
excluding energy and food, they expect an average of 2.4% in 2025, 1.9% in 2026 and 1.8% In
2027. The economy is projected to grow by 1.2% in 2025, revised up from the 0.9% expected in
June. The growth projection for 2026 is now slightly lower, at 1.0%, while the projection for 2027
is unchanged at 1.3%.

The Governing Council is determined to ensure that inflation stabilises at its 2% target in the
medium term. 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 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

The interest rates on the deposit facility, the main refinancing operations and the marginal
lending facility will remain unchanged at 2.00%, 2.15% and 2.40% respectively.
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https://www.ecb.europa.eu/press/pr/date/2025/html/ecb.mp250911~6afb7a9490.en.html
https://www.ecb.europa.eu/press/pr/date/2025/html/ecb.mp250724~50bc70e13f.en.html

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.

* %%

The Governing Council stands ready to adjust all of its instruments within its mandate to ensure
that inflation stabilises at its 2% target in 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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The credit drought: loans to non-financial businesses (YOY growth)
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Supply and demand for lending: ECB Bank Survey

Net number of banks reporting for: == Enterprises == Home mortgage - Consumer

80
60 Loan standards tightening
40
20 P
\0’\\ - A / x f E k A~
0 ! ! == \N’M
-20

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
80

60
40
20 : \// ‘ M N \!
40

Loan demand increasing

-100
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

100

50
\ AN P e e, A\/ A

0 - r s \—\ —— -
Y Y7 LT
50 Expected loan demand increasing

-100
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

P> TrendMacro Data Insights: ECB and Euro Area Economy Monitor 4



Sovereign stress monitor: 10-year bond spreads - High - Low - Last
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Germany ,J'-'l"r 1\/‘31 o " J\JII . *.,-v"
Spread to US High 0.74% Dec'08 ¥ \w »y High-1.38%  Apr3 R"‘n W
last-1.39% Low-2.76% Oct'18 W Low-2.27% Dec 18 *ﬂ.,-u-'qf"r
France I.i
Spread to Germany  High 1.32% Dec'11 . H"\Jmf"ﬁ High 0.88%  Dec2 r"ﬂw m’\‘h ,IH
Last 0.81% Low-0.01% Jan '05 ™uupes Low 0.65%  Jul30 " d MH'&-“-...
Italy Il A \
Spread to Germany High 5.28% Dec'l1 klm“ﬁﬂ'ﬁ High 1.45% Sep 10 V™ rted
Last 0.82% Low 0.09% Nov'04 —_ . S Low 0.77% Aug 13 e A
Spain r|. "'\
Spread to Germany High 5.52% Aug'12 yr\ High 0.83% Sep 10 ""M.I.""ul\ﬂ*drﬁ,\u
i
Last 0.58% Low -0.05% Nov'04 ww" Whedee ow 0.55%  Aug 13 u
Greece ‘ 1|-‘ﬂ.|ﬁ "
Spread to Germany  High 33.13% Dec'11 ,' IL High 1.05% Sep 10 “ﬁ.lr"rm "
Last 0.67% Low 0.09% Jan'05 __ , ./ *'\—\«,\_ Low 0.63% Aug 14
Portugal k ! I"nl
Spread to Germany High 14.61% Jan'12 !‘IIIL\-.K\V“_ High 0.65% Apr9 ’\m HJ m
Last 0.42% Low-0.54% Jun'06 — . Low 0.39% Aug 13 '.IW‘-J"‘I
Ireland 'L]
Spread to Germany ~ High 8.67% Jun'11 J' High 0.41%  Apr9 "‘f.l'h h,k‘.l ”J“‘J"l.\
nJ
Last 0.23%  Low-0.67% Jun'07 memoeyd v Low 0.22%  Jul 29 o
10-year sovereign bond total returns, trailing 12-months = EUR = USD
=
'\. (<
@ &
5 5
s i <
A o
<
. 1
~
- = 2
~ ©
= = ' w0
% % &
Germany France Italy Spain Greece Portugal Ireland :.US
Source: Bloomberg, TrendMacro calculations
bTrendMacro Data Insights: ECB and Euro Area Economy Monitor 5



Labor market in intensive care
ULC: Nominal, quarterly YOY  UE: - High
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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

=
«Q
<
+
ii\oo\o é\o
<3 ;] @ Qo &
= = T o 2
B = o~ 8 S +
~ o + D - =
o~ ) + £ = L S =2 oo
X B X xR 4 S S —
R B = . 59 £ 5 ;
S o~ + e = — o a o+ =
3t 8 < M £
S = g 2.5
g - =
a
45%
35%
25%
15%
r T T T T T NI\ - T T VI —
_5% \—\f/
-15%
SRS RS I A N R R O R RS SR AR SR - R
S O N NI S, S ST S S N M S S S S S S

Source: Eurostat, TrendMacro calculations

Draghi's old dashboard:

Swap-implied inflation expectations since “Whatever it takes”
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Source: Bloomberg, TrendMacro calculations
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