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International Commentary: As widely expected, ECB leaves monetary policy unchanged but suggests 
changes could be announced in December 
 

 At the conclusion of today's meeting, the ECB's Governing Council agreed to leave monetary policy 

unchanged. Market reaction was fairly muted initially, but the euro has weakened relative to the U.S. 

dollar following the press conference in which ECB President Mario Draghi put to rest rumours of tapering 

while setting up the December meeting for a potential announcement on the future of its asset purchase 

program. 

 

 As a reminder, the interest rate on the ECB's main refinancing operations remains at 0%, while rates for 

the marginal lending facility and the deposit facility remain at 0.25% and -0.40%, respectively. 

 

 The pace of monthly asset purchases remains at €80 billion, and will continue at least until March 2017, 

with any extension to the program contingent on whether inflation is evolving as expected toward the 

ECB's 2.0% target. 

 
Key Implications 

 
 For the second consecutive meeting, the ECB left its monetary policy stance unchanged. The Governing 

Council is satisfied with the current evolution of the euro area economy, which they expect to grow by 0.3% 

quarter-on-quarter in the third quarter, the same as in the previous quarter. Headline inflation appears to 

be firming thanks to rising energy prices, but the Governing Council is not convinced that underlying 

inflation pressures are building. Moreover, it's clear that the risks to inflation remain tilted to the downside, 

particularly due to elevated uncertainty about the future trade relationship between the EU and the UK. 

 

 During the press conference, it became clear that the Governing Council is waiting for an updated 

December projection before any changes to its current stance on monetary policy will be announced. 

Rumours that tapering of asset purchases were discussed prior to today's meeting were forcefully and 

repeatedly dismissed by ECB President Mario Draghi. However, President Draghi did say that the future 

of the ECB's asset purchase program will likely be discussed at their December 8
th
 meeting, and he 

reiterated that monetary policy will remain highly accommodative even after asset purchases are reduced. 

 

 In our September QEF update we noted that the Eurozone economy is on track to grow by 1.6% this year, 

then by 1.5% and 1.6% in 2017 & 2018 respectively. This view is broadly in line with the ECB's 

September economic projections, and the data flow continues to support a gradual economic recovery 

underway in the Eurozone that will remain supported by accommodative monetary policy.  
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