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ECB minutes confirm driving manually
(again)
The just-released minutes of the ECB’s December meeting illustrate
both the ECB’s confidence in the strength of the Eurozone economy as
well as a good amount of caution but marks the transition from
autopilot to driving manually
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Only time will tell whether the ECB’s take on the Eurozone economy back in December was too
optimistic or simply spot on. The just-released minutes of the December meeting, show
the general assessment of the economy was still a moderately positive one. The weakening of the
economy in the second half of the year was mainly attributed to one-off factors and a loss of
strong momentum.
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Interestingly, the Governing Council had a long discussion on how to label the risks to the growth
outlook. While some members were in favour of keeping the risks 'balanced', pointing to potential
upside risks stemming from lower oil prices and fiscal stimulus, others expressed their views that 'a
case could be made for assessing risks to activity as tilted to the downside'. The final outcome of
'the balance of risks was moving to the downside' looks like a typical European compromise. 

The weakening of the economy in the second half of the year
was mainly attributed to one-off factors and a loss of the strong
momentum

The sentence '…it was underlined that the situation remained fragile and fluid, as risks could
quickly regain prominence or new uncertainties could emerge', however, underlines the ECB’s
alertness.

With little changes to the ECB’s take on both underlying and headline inflation and the long-lasting
hope (more than reality) that underlying inflation will pick up, the decision to stop net QE
purchases at the end of 2018 was made easily.

Next steps for ECB? From autopilot to data-dependency
As regards to the future path of the monetary policy in the Eurozone, the minutes explicitly stated
that “linking the reinvestment horizon to the interest rate “lift-off” signalled that the forward
guidance on the key ECB interest rates was the Governing Council’s primary tool for adjusting the
monetary policy stance.'

With the next ECB meeting due in two weeks from now, all eyes will be on how the latest set of
disappointing macro data will impact the ECB’s assessment of growth in the Eurozone. For the time
being, we don’t expect any changes in the ECB’s stance; neither in terms of communication nor of
real action. 

In fact, the current slight easing bias combined with forward-guidance allows the ECB to drive
manually. The autopilot to stop net QE purchases, which started in June last year, has been
completely replaced by good old data dependency.

In our view, the ECB still intends to shelve negative deposit rates this year, at least in the
absence of any real economic accident. 

Also, the ECB is clearly looking into options on how to tackle the issue of any liquidity
shortages stemming from the end of the targeted longer-term refinancing operations. A
deposit rate hike would return the second unconventional measure in the toolbox and allow
Mario Draghi to give his successor a fresh start. Admittedly, the likelihood of such an utopia
hasn't necessarily increased in recent days.



THINK economic and financial analysis

Snap | 10 January 2019 3

Author

Carsten Brzeski
Global Head of Macro
carsten.brzeski@ing.de

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 N.V. 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. 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 authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. 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.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

mailto:carsten.brzeski@ing.de
http://www.ing.com

