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

S3GApH 11 June 2026

commltted to settlng monetary pohcy to ensure that |nﬂat|on stablhses at the—Z—/e—taFget—m—the—medHhﬁe#mts 2%
target in the medium term. In line with this commitment, it today decided to raise the three key ECB interest rates

by 25 basis points. The war in the Middle East is generating inflation pressures, and the decision to raise rates is
robust across a range of scenarios mapping out how the shock might evolve and affect the medium-term outlook
for the euro area.

The-warinln the Middle-East-has-tedbaseline of the new Eurosystem staff projections, headline inflation is
expected to average 3.0% in 2026, 2.3% in 2027 and 2.0% in 2028. For inflation excluding energy and food, the
baseline foresees an average of 2.5% in 2026 and 2027 and 2.2% in 2028. Compared with March, staff have
revised up their baseline projection for inflation in 2026 and 2027 owing to a sharp-rerease-+n-higher path for
energy prices, pushing-up-nflation-and-weighing-en-which, to some extent, is expected to feed into food, goods
and services inflation. The baseline sees economic sentiment—hegrowth at an average of 0.8% in 2026, 1.2% in
2027 and 1.5% in 2028. This is a downward revision for 2026 and 2027, reflecting a more pronounced impact of
the war on commodity markets, real incomes and confidence.

The outlook remains uncertain, with upside risks for inflation and downside risks for economic growth. The full
implications of the war for medium-term inflation and ecenemic-activitygrowth will depend on the intensity and
duration of the energy price shock-and, as WeII as the seale of its indirect and second-round effects. Fhe-lorger

, is-This uncertainty is also reflected in
the hketwmeaet—en—bmade;broad range of outcomes for |nﬂat|on and growth in the eeeremyupdated illustrative
scenarios put together by Eurosystem staff. These will be published with the staff projections on the ECB's
website.

IheW|th today's deC|S|on the Governlng Council remalns WeII posmoned to nawgate the eewehtuaeeﬁamty—lhe
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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.mp260430~81b7179e6f.en.html

The-Geverning-GouneHuncertainty caused by the war. It will closely monitor the situation and follow a data-

dependent and meeting-by-meeting approach to determining the appropriate monetary policy stance. In particular,
#sthe 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 Governing Council decided to raise the three key ECB interest rates by 25 basis points. Accordingly, the
interest rates on the deposit facility, the main refinancing operations and the marginal lending facility will remain
unehanged-atbe increased to 2.8025%, 2.4540% and 2.4865% respectively, with effect from 17 June 2026.

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 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.

Source: ECB, TrendMacro analysis
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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: 10-year bond spreads

2000 to present
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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
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Source: Eurostat, TrendMacro calculations

Draghi's old dashboard:

Swap-implied inflation expectations since “Whatever it takes”
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