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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. Hs-updated
assessmentreconfirmslt is determined to ensure that inflation sheuld-stabilisestabilises at #sthe 2%
target in the medium term. The war in the Middle East has made the outlook significantly more
uncertain, creating upside risks for inflation and downside risks for economic growth. It will have a
material impact on near-term inflation through higher energy prices. Its medium-term implications will
depend both on the intensity and duration of the conflict and on how energy prices affect consumer

prices and the economy-remains-resttient-in-a-challenging.

The Governing Council is well positioned to navigate this uncertainty. Inflation has been at around the
2% target, longer-term inflation expectations are well anchored, and the economy has shown resilience
over recent quarters. The incoming information in the period ahead will help the Governing Council
assess how the war will affect the inflation outlook and the risks surrounding it. The Governing
Council is closely monitoring the situation, and its data-dependent approach will help it set monetary
policy as appropriate.

The new ECB staff projections exceptionally incorporate information up to 11 March, a later cut-off
date than usual. In the baseline, headline inflation is seen to average 2.6% in 2026, 2.0% in 2027 and
2.1% in 2028. Inflation has been revised up compared with the December projections, especially for
2026. This is because energy prices will be higher owing to the war in the Middle East. For inflation
excluding energy and food, staff project an average of 2.3% in 2026, 2.2% in 2027 and 2.1% in 2028.
This is also higher than the path in the December projections, mainly owing to higher energy prices
feeding into inflation excluding energy and food. Staff expect economic growth to average 0.9% in
2026, 1.3% in 2027 and 1.4% in 2028. This implies a downward revision, especially for 2026,
reflecting the global envirenment—toweffects of the war on commodity markets, real incomes and
confidence. At the same time, low unemployment, solid private sector balance sheets, the-gradual

feHe&t—efand pubhc spendlng on defence and 1nfrastructure aﬂd—th%s&ppem*%effeets—ef—ﬂ&%pas{

%efm—ItIn line w1th the Governing Council’s monetarv pollcv strategy commitment to incorporate risks
and uncertainty into its decision-making, staff also assessed how the war in the Middle East could
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https://www.ecb.europa.eu/press/pr/date/2026/html/ecb.mp260319~3057739775.en.html
https://www.ecb.europa.eu/press/pr/date/2026/html/ecb.mp260205~001d26959b.en.html

affect economic growth and inflation under some alternative illustrative scenarios. These scenarios will
be published with the staff projections on the ECB’s website. The scenario analysis suggests that a
prolonged disruption in the supply of oil and gas would result in inflation being above, and growth
being below, the baseline projections. The implications for medium-term inflation depend crucially on
the magnitude of indirect and second-round effects of a stronger and more persistent energy shock.

The Governing Council will follow a data-dependent and meeting-by-meeting approach to determining
the appropriate monetary policy stance. In particular, the-Geverning-Ceouneil’sits 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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Euro-QE (& billions)

€5,000

Securities Markets Pandemic emergency €1,382.00

€4,000 Programme-€0.71

Public sector €1,799.88

€3,000
Asset Backed Securities
€2.60

€2,000

Covered bonds 1 €0.00 Covered bonds 3 £€200.99
€1,000

€0 S
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
§ Total Public Sector Purchase Program €1,799.88
<..> Weighted average maturity 6.78 years
§ % Total Pandemic Purchase Program €1,392.01
v - e Weighted average maturity 7.02 years
S BRS¢ o
™) & o
3=
) “
o
& 0
e
S 28 %5 82 8y s e o o 5 3 g
Bl ey
W W e e
z 3] = £ 8 B € 2 S = 2 & e 3 = o 2 8 5]
e 5 £ & g & » 3 2 & g g g & - § § 2 ¢
g [t i’n E g << L iT = (‘73) (% (&) E (&)
(5]
=
3

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



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
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Sovereign stress monitor: 10-year bond spreads

- High - Low - Last

2000 to present Trailing 12m
Germany
Spread to US High 0.74% Dec'08 High -1.24% Mar 9
Last-1.31% Low -2.76% Oct'18 Low -1.96%  Apr22
France
Spread to Germany High 1.32% Dec'11 High 0.86% Oct 7
Last 0.70% Low -0.01% Jan'05 Low 0.55% Feb 25
Italy
Spread to Germany High 5.28% Dec'l1 High 1.29% Apr9
Last 0.86% Low 0.09% Nov'04 Low 0.59%  Jan 27
Spain
Spread to Germany High 5.52% Aug'12 High 0.76% Apr9
Last 0.53% Low -0.05% Nov '04 Low 0.36%  Jan 27
Greece
Spread to Germany High 33.13% Dec'11 High 0.98% Apr9
Last 0.85% Low 0.09% Jan'05 Low 0.49% Jan 9
Portugal
Spread to Germany High 14.61% Jan'12 High 0.65% Apr9
Last 0.46% Low -0.54%  Jun'06 Low 0.25% Jan 12
Ireland j‘
Spread to Germany High 8.67% Jun'l1l High 0.41% Apr9
Last 0.26% Low -0.67%  Jun'07 Low 0.11% Jan 13
10-year sovereign bond total returns, trailing 12-months = EUR = USD
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Labor market dynamics
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

Eurozone Feb 50.8 495 Eurozone Feb 519 516

UK Feb 51.7 518 UK Feb 53.9 54.0

Germany Feb 509 4941 Germany Feb 535 524

France Feb 501 51.2 France Feb 496 484
ltaly Feb 506 481 ltaly Feb 523 529
Spain Feb 500 492 Spain Feb 519 535
Ireland Feb 531 522 Ireland Feb 518 545
Sweden Feb 56.1 559 Sweden Feb 483 538

SOEH

Netherlands Feb 50.8 50.1

Austria Feb 494 472

Greece Feb 544 542

Czech Rep Feb 50.0 498

SRR

Regional currency flight == Euro vs Swiss franc ® SNB FX reserves

1.8 1,250

1.7 11,000
750

| 250

1.5 0

1.4 ] DO NMT DO~ 0D O
. = I
N

1.3
1.2 I
1.1
1
0.9

0.8
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

:—"TrendMacro Data Insights: ECB and Euro Area Economy Monitor 7



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