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ECB: Preparing for December action
The minutes of the October ECB meeting display the central bank’s
concerns about the economic and inflation outlook but give very little
away in terms of what it wants to do at the December meeting. We
think an extension of favourable TLTROs, an increase in PEPP by up to
500bn euros and an emphasis on the role of the asset purchase
programme will be on the cards
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The minutes of the ECB’s October meeting confirmed the central bank’s alertness on the
weakening economic outlook, the impact of the second lockdown and the potential downward
revisions of the ECB’s projections. The minutes echoed the official wording at the October press
conference that the risks surrounding the growth outlook are “clearly tilted to the downside”.

During the discussion, the ECB did not only touch upon the short-term outlook but also
emphasised: “the possibility that the pandemic might have longer-lasting effects both on the
demand side and on the supply side, reducing potential growth”. Also, the ECB showed concerns
that the crisis could have longer-term effects on balance sheets of firms, households, banks and
governments. In the discussion on policy instruments, ECB members highlighted both the TLTROs
and PEPP as the most effective policy instruments.
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The Austrian central bank governor Robert Holzmann today
broke the alliance, stating that a lower deposit rate wouldn’t have
any effect on the real economy

With exactly two more weeks to go until the next ECB meeting, the unity in official comments has
been impressive. After the October meeting and Christine Lagarde’s de facto commitment to
deliver new policy action, the only question has been ‘what’ and not ‘if’ the ECB is going to do.
Today’s minutes and official comments so far have hardly given away anything.

Having said that, the Austrian central bank governor Robert Holzmann today broke this alliance,
stating that a lower deposit rate wouldn’t have any effect on the real economy.

In our view, we think the ECB will mainly focus on TLTROs and the PEPP as screws to turn on
10 December.

Focusing on these two instruments would be a continuation of the crisis mode and
will probably be the best way forward to receive support from the ECB hawks, who in turn
want to prevent the crisis measures from becoming permanent.

In short, an extension of (even more) favourable TLTROs, an increase in the PEPP by up to
500bn euro to ensure quantitative easing purchases continue at least until the end of 2021
as well as emphasising the role of the Asset Purchase Programme (the ‘old’ QE programme)
in sustainably pushing up inflation look like the most likely outcome of the December
meeting.

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.

mailto:carsten.brzeski@ing.de


THINK economic and financial analysis

Snap | 26 November 2020 3

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 www.ing.com.

https://www.ing.com

