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Cherish the moment as ECB Christmas comes
early
The ECB has said and done everything it wanted to do this year, so expect
a lot of self-congratulation this week. But don’t be overwhelmed by the
Christmas harmony, 2018 is likely to bring new in-house tensions
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This week’s ECB meeting, as well as the subsequent press conference, should be short. The ECB has
said and done everything it wanted to do this year: gradually introducing a dovish tapering.
Therefore, Thursday's meeting, in our view will probably bring lots of looking back and selfcongratulation. But don’t be overwhelmed by the Christmas harmony, 2018 is likely to bring new
ECB in-house tensions.

The most interesting bit of the ECB meeting on Thursday
will probably be the presentation of the latest ECB staff
projections
For the ECB, the year 2017 will come to a close already this week. Thursday’s meeting will end
another exciting year for the ECB. This was a year in which the Eurozone economy finally gained
strong momentum, proving the ECB and its ultra-loose monetary policy right. But it has also been
a year in which the ECB temporarily lost its magic touch on financial markets – it got it back
eventually by successfully preparing the grounds for a dovish tapering, with a reduction of QE
without distorting financial markets.
Thursday's meeting, in our view, will bring lots of self-congratulation by ECB president Mario
Draghi, emphasising the strong growth story. At the same time, we expect Draghi to reconfirm the
main messages from the October meeting - that policy rates will remain at current levels “well
past” the horizon of the net asset purchases, that QE could continue beyond September 2018 if a
“sustained adjustment in the path of inflation consistent with its inflation aim” is not achieved, and
that the ECB could still do more QE if the macro outlook “becomes less favourable” or financial
conditions “become inconsistent with further progress towards a sustained adjustment in the path
of inflation”.
The most interesting bit of the ECB meeting will probably be the presentation of the latest ECB
staff projections. With some upward revision for Eurozone growth for this year and next, the ECB
should join the growing choir of Eurozone optimists. Even more important for the future path of
monetary policy, however, will be the ECB’s inflation forecasts for 2019 and 2020.
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The long-term inflation projections will be important in a possibly upcoming policy debate in 2018.
With higher oil prices, chances that headline inflation could push through the 2% level next year
have increased. This has provided ammunition for ECB hawks to push for a definite end to QE
earlier rather than later than September 2018. It could also be the trigger to restart the currently
hushed debate on sequencing and forward guidance.
One of the ECB’s big successes in 2017 has been that it managed to tame many diverging
views and statements within the Governing Council towards what we see as the right path
towards tapering. It should cherish the moment because it is far from certain that this
discipline will continue in the next year.

ECB Bull Bear
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Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of
ING Bank N.V. ("ING") solely for information purposes without regard to any particular
user's investment objectives, financial situation, or means. ING forms part of ING
Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not
investment, legal or tax advice or an offer or solicitation to purchase or sell any
financial instrument. Reasonable care has been taken to ensure that this publication
is not untrue or misleading when published, but ING does not represent that it is
accurate or complete. ING does not accept any liability for any direct, indirect or
consequential loss arising from any use of this publication. Unless otherwise stated,
any views, forecasts, or estimates are solely those of the author(s), as of the date of
the publication and are subject to change without notice.
The distribution of this publication may be restricted by law or regulation in different
jurisdictions and persons into whose possession this publication comes should inform
themselves about, and observe, such restrictions.
Copyright and database rights protection exists in this report and it may not be
reproduced, distributed or published by any person for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity ING Bank
N.V. is authorised by the Dutch Central Bank and supervised by the European Central
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no.
33031431 Amsterdam). In the United Kingdom this information is approved and/or
communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of
ING, and which has accepted responsibility for the distribution of this report in the
United States under applicable requirements.
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