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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. H-is-determined-While
the incoming information has been broadly consistent with the Governing Council’s previous assessment of the
inflation outlook, the upside risks to inflation and the downside risks to growth have intensified. The Governing
Council is committed to setting monetary policy to ensure that inflation stabilises at the 2% target in the medium
term.

The war in the Middle East has ignificantly : e | ide ri inflat
and-downside risksfor-economicgrowth-Itwill-have-led to a materalimpact-on-near-term-nflationthrough
higher-sharp increase in energy prices—Hs-, pushing up inflation and weighing on economic sentiment. The
implications of the war for medium-term #mpheations-inflation and economic activity will depend beth-on the
intensity and duration of the eenflict-and-en-hewenergy price shock and the scale of its indirect and second-round

effects. The longer the war continues and the longer energy prices affect-consumerprices-remain high, the
stronger is the likely impact on broader inflation and the economy.

The Governing Council isremains well positioned to navigate thisthe current uncertainty. nftation-has-been-The
euro area entered this period of surging energy prices with inflation at around the 2% target, enger-term-inflation

e*eeeta%reeserewe“—aeehered—and the economy has shown reerrence over recent quarters Ihemeemmg

eeﬂeeleaed%heesks—sewrer%@e@e&wrg@eeeeﬂ—rsmnqer term rnflatron expectatrons remain weII

anchored, although inflation expectations over shorter horizons have moved up significantly.

The Governing Council will closely menriteringmonitor the situation-ane-its-data-dependent-approach-witk-help-it
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https://www.ecb.europa.eu/press/pr/date/2026/html/ecb.mp260430~81b7179e6f.en.html
https://www.ecb.europa.eu/press/pr/date/2026/html/ecb.mp260319~3057739775.en.html

The-Governing-Gouneibwill and follow a data-dependent and meeting-by-meeting approach to determining the
appropriate monetary policy stance. In particular, its 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.

Source: ECB, TrendMacro analysis
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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 dynamics
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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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Draghi's old dashboard:
Swap-implied inflation expectations since “Whatever it takes
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Source: Bloomberg, TrendMacro calculations
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