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International Commentary: ECB leaves monetary policy unchanged 
 

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

unchanged. Markets have thus far interpreted this statement as slightly hawkish, with the euro firming up 

somewhat relative to the U.S. dollar. 

 

 The interest rate on the ECB's main refinancing operations were left unchanged at 0%, while the rates on 

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

 

 Governing Council reiterated that the pace of monthly asset purchases will remain 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. 

 

 September ECB Staff projections were revised down slightly from the previous June forecasts, with 2016 

growth in the euro area expected to average 1.7%, and moderate slightly to 1.6% in 2017 and 2018. Staff 

projections for the medium-term inflation outlook were broadly unaltered from June. 

Key Implications 

 
 Our outlook for the euro area remains broadly unchanged with growth slowing in the second quarter after 

a relatively robust expansion in the first quarter. Monthly indicators have been coming in somewhat better 

than expected for the third quarter thus far, corroborating survey responses that suggest that euro area 

remains resilient in the face of the Brexit referendum. Moreover, the apparent euro area resilience is 

consistent with UK economic data, with data received yesterday suggesting that third-quarter growth is 

evolving in-line with the 0.1% q/q forecast by the Bank of England. 

 

 Undoubtedly, better than expected financial market conditions in the aftermath of the UK referendum has 

bought monetary authorities some time, enabling them to plan additional stimulus in the near term. In the 

case of the ECB, the planning likely involves evaluating how much further stimulus is necessary in order 

to ensure that the gradual strengthening of economic activity is sustained, so as to result in sufficient 

price pressures that would bring inflation toward the ECB's near-2% target.  

 Underlying inflation in the euro area has been soft recently, but survey- and market-based longer-term 

inflation expectations have remained fairly steady. While stable inflation expectations are welcome, the 

ECB continues to view the risks to their inflation outlook as skewed toward the downside, suggesting that 

some additional easing is probable before the end of this year. 
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