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

The Governing Council today decided to keep the three key ECB interest rates unchanged. Its updated assessment
reconfirms that inflation should stabilise at the-2%-targetin-the-medivm-termits 2% target in the medium term.
The economy remains resilient in a challenging global environment. Low unemployment, solid private sector
balance sheets, the gradual rollout of public spending on defence and infrastructure and the supportive effects of
the past interest rate cuts are underpinning growth. At the same time, the outlook is still uncertain, owing
particularly to ongoing global trade policy uncertainty and geopolitical tensions.

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.

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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https://www.ecb.europa.eu/press/pr/date/2026/html/ecb.mp260205~001d26959b.en.html
https://www.ecb.europa.eu/press/pr/date/2025/html/ecb.mp251218~58b0e415a6.en.html
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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 /\/\:7’<¥A_‘A /\f
0 \47\\,\,4 i i~ N = - ‘%\vx‘
20
SR G T T ST VO O S A
SORRNC RS
oS RSN SN I R
80
60
40
%> AN NS L
0 —\\ v N , A_/,\/, \/\/\f% ~J N A V-V
20 e %&/\/ Vi \
40 \
-60
-80 Loan demand increasing
-100
A & © O > 9 O > v O A @ 9 O N A D xS o
 F AR
R S S S, U SYET, M SUG S S S S S S S S S
100
50 /\
//bz\\:kﬁ%\ N
0 = = 20N ‘.:'\é\\*\ N\

>
SR

©
X
q/Q S Q

N
(",
)

3
o
>

>
(",
)

N 92
2 3%
Q S

o

P> TrendMacro Data Insights: ECB and Euro Area Economy Monitor 3



Sovereign stress monitor: 10-year bond spreads - High - Low - Last
2000 to present Trailing 12m
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Labor market dynamics
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

=
N
I
X - ~
= 2 Qe o >
. 3 D 5N 2 Qe &
% T e g2 = 2 & °
— = 3 £ £ @ + £
A N - = b = B
L o s+ o\og « écg
= - g - = S«
= .28 T
g 7 S
g‘
45%
35%
25%
15%
5% /W/V\\/\ M/\f\
r T T T T T NV aad T T T |\j| —
-5% \-\// W W
-15%
SIS I SR N A R B AT L SR S R (o
OSSO S UL S S M S S S, ST, (S S SO S SR S S

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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