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ECB Review: September 2021 
 
The September ECB meeting played out largely as expected, with the Governing Council announcing a reduction in 
the PEPP pace for the fourth quarter, while the staff macroeconomic projections were revised higher. The forecast 
inflation trajectory has perhaps attracted the most speculation. On the one hand, the inflation forecast has been 
revised higher and President Lagarde for the first time acknowledged the risk of higher and more persistent inflation, 
while on the other the below-target medium-term projection suggests prolonged monetary accommodation. In any 
case, further cues will have to wait until December, when President Lagarde has indicated that decisions on the 
policy mix for 2022 (namely the continuation or conclusion of PEPP, the possible enlargement and enhancement of 
the APP and potential further TLTROs) will be addressed.  
 
 

Analyst Reviews: 
 
ABN AMRO 
 

• The decision to reduce the PEPP pace was in line with expectations and the limited market reaction 

suggests this was largely priced in.  

• PEPP purchases in Q4 are expected to be towards the lower end of the EUR60-80bn range. 

• The guidance on policy rates coupled with the subdued inflation outlook suggest that policy rates could 

remain on hold through 2024. 

• PEPP is expected to end in March 2022, with the announcement coming at the December meeting.  

• ABN AMRO believes that inflation could undershoot the ECBs projections in 2022 and 2023. 

Barclays 
 

• Barclays interprets the decision to lower the PEPP pace as meaning that the ECB will purchase EUR60-

70bn/month in Q4, in addition to EUR20bn via the APP. This pace of purchases is expected to continue 

until March. An extension of PEPP is not ruled out if the pandemic worsens. 

• The ECB is expected to announce in December an increase in APP purchases to begin in Q2. Overall, the 

ECB is expected to buy around EUR700bn of securities in 2022 via the APP and PEPP. 

• Assuming that PEPP ends in March and the APP becomes the main vehicle for asset purchases, the most 

important issues for the market are: 

o The duration of purchases 

o Whether or not the programme will be open-ended 

o Whether the size of purchases or a pre-set envelope will be recalibrated each quarter. 

o The forward guidance on APP. 

o PEPP and APP reinvestments  

o Self-imposed constraints on the APP 

o The share of government bond purchases vs supra-national bonds  

o Whether Greek bonds will be eligible for purchase under the APP. 

• Barclays believes it is more likely that the ECB will announce a total amount of purchases to be conducted 

between March and December 2022, rather than an open-ended programme. 

• Although the parameters of the APP are not expected to be changed, some de facto flexibility will be 

applied. 

BNP Paribas 
 

• Although the ECB announced a reduction in the PEPP pace, the signal with respect to the impact on the 

overall monetary policy stance was played down.  

• While the medium-term inflation forecast remains below target, the ECB showed a new open-mindedness 

to a higher inflation scenario.  
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Citi 

• The September ECB meeting was in line with expectations.  

• The new PEPP pace could be around EUR70bn/month. 

• Citi believes that the ECB has now joined the club of tapering central banks, whereas it had previously 

been a dovish holdout. In addition, for the first time the ECB has noted the possibility of upside price 

pressures becoming more persistent.   

Danske 
 

• Following the announced PEPP pace reduction, the ECB is now expected to purchase EUR60bn/month. 

• The risk of prolonged supply bottlenecks feeding into wage negotiations and more persistent price 

pressures will be a key focus area for the ECB in the coming months. 

Goldman Sachs 
 

• The reference to the elevated Q2-Q3 PEPP pace of around EUR80bn – rather than the EUR60bn in Q1 – 

suggests a slightly higher PEPP pace than GS was expecting. The expected purchase pace has been 

raised to EUR70bn from EUR65bn in Q4. 

• GS remains sceptical of an open-ended increase in the APP following the PEPPs conclusion. Nonetheless 

there is likely be a bridge to the underlying EUR20bn APP. 

• The base case sees a PEPP tapering phase until mid-2022. Feasible alternatives could be a temporary 

APP step up or a separate programme. 

• Although full flexibility of the PEPP will not be transferred to the APP, there is a low bar to recalibrating the 

timing and composition of purchases. A change to the issue/r constraints is not expected, but they could be 

raised to 50% if the outlook deteriorates.  

• Despite the Delta variant risks, President Lagarde remained relatively constructive on the economic 

outlook. Moreover, despite stressing the temporary nature of the recent inflation surge, the possibility of 

second-round effects feeding into wage negotiations suggest that the inflation risks are tilted to the upside.  

HSBC 
 

• Following the announced reduction in the PEPP pace in September, there are now four decisions to come 

in December: 

o The pace of PEPP for Q1. 

o The future of PEPP beyond March. 

o A possible new round of TLTROs 

o Possible technical adjustments to the asset purchase programmes 

• The relatively dovish upward revision to the inflation forecast should reassure markets that more support is 

coming.  

• HSBC expects asset purchases under APP to be doubled to EUR40bn/month from April.  

• If there is a renewed wave of the pandemic in the autumn then the ECB could decide to extend the PEPP a 

little longer.  

ING 
 

• Following the announced PEPP pace reduction, the ECB is expected to conduct purchases at a rate of 

EUR60-70bn until the end of the year. 

• The press conference indicated a subtle but clear shift from the ECB on inflation. ING believes that the 

ECB is preparing the ground for a grand recalibration between the PEPP and APP next year. 

• Any hints on tapering should not be looked for in the PEPP, but rather the ECBs plan for the APP.  

• The moment to announce detail of the rotation out of PEPP and into APP will be the December meeting. A 

decision on TLTROs could also be taken at that meeting. Any tapering is likely to follow a stop-and-go 

approach and could last well into 2023. 
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JP Morgan 
 

• The ECB decided to slow the PEPP pace as expected, but this may not be quite the pace seen in Q1.  

• The biggest surprise in the forecast revisions was the expectation that more upward pressure on inflation 

will be limited in the near term and that this will dissipate already in early 2022.  

• JPM continues to expect the “emergency PEPP” to end in March 2022 and to be replaced with a “recovery 

PEPP” that has a lower volume (EUR500bn over 18 months) and reduced flexibilities for deviating from the 

capital key.  

Morgan Stanley 
 

• MS argue that the PEPP reduction decision was potentially awkward. The ECB has just formulated a 

higher inflation target in the strategy review and stressed that more forceful action is appropriate when 

rates are close to the lower bound. However, the ECB’s first policy action following the review was to 

tighten monetary policy while still forecasting inflation to undershoot target. 

• That said, MS points out that the PEPP pace reduction will be modest (perhaps EUR70bn/month) and 4Q 

issuance will be lower. It looks likely that PEPP will be used in full. 

• MS believe that the weak inflation forecast over the medium-term points to continued monetary policy 

accommodation. A smooth transition from PEPP to the APP is expected. In order to provide headroom for 

further QE, the ECB could raise the 33% issuer limit and abolish or raise the 10% limit on supra holdings.  

NatWest 
 

• NatWest believes that the change in wording with respect to the PEPP pace indicates only a small 

reduction to around EUR70bn/month in Q4. 

• Staff macroeconomic projections have been revised higher, but less so than a more hawkish message 

would have implied.  

• Given the distance of current inflation expectations from target, prolonged monetary accommodation is 

likely after PEPP and, most likely, in the form of a bolder APP that should benefit from quasi PEPP-like 

flexibility.  

 
Nordea 
 

• The PEPP reduction could amount to monthly purchases of around EUR65bn. 

• Although President Lagarde stressed that the decision marked a recalibration rather than a taper, it is 

nonetheless the first step towards ending PEPP. 

• The ECB is expected to boost APP when PEPP ends earlier next year, but policy rate hikes are not 

envisaged for a long time.  

Rabobank 
 

• Rabobank expects the ECB to now purchase around EUR60bn/month, but the risks are slightly to the 

upside. 

• PEPP is expected to end after March, with APP taking over the reins. Rabobank expects an increase in 

APP purchases to EUR40bn/month from April onwards. 

RBC 
 

• President Lagarde stressed that the decision to reduce the PEPP pace was a recalibration and not a taper, 

given the goal of maintaining favourable financing conditions.  

• The ECB has previously talked about the preserving some of the flexibility of PEPP. As such, the 

December GC meeting may involve the design of QE programmes, and not just the size and purchase 

speed. 

• Lagarde’s emphasis on second-round effects from wage negotiations suggest that this will be the key 

factor for understanding inflation and indicating a potential change in in the medium-term forecasts. 
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SEB 
 

• The ECBs purchases are expected to exceed the net supply of euro area government bonds during the 

autumn, even after the announced PEPP pace reduction.  

• SEB expects the PEPP to be extended by three months until mid-2022 to facilitate a gradual reduction of 

purchases. 

• If the ECB decided to stick with its plan of ending PEPP in March, then monthly APP amounts could be 

increased in H122 to allow a gradual reduction in total purchases. An alternative would be to introduce a 

temporary post-pandemic programme.   

Swedbank 
 

• Swedbank estimate that the reduction in the PEPP pace will amount to purchases of EUR60bn/month, in 

addition to the EUR20bn under APP. 

• Although underlying inflation in the euro area is likely to rise slowly, the ECB may start getting more 

questions about inflation in some of the smaller member states where inflation looks more persistent.  

• Swedbank expects the PEPP to end after March 2022, APP to continue at least through 2023 and the first 

deposit rate hike to come in the second half of 2024. 

TD Securities 
 

• The ECB meeting played out largely as expected.  

• The updated inflation forecasts remain below target over the medium term, ensuring that monetary policy 

will remain accommodative. 

• TD Securities expect the PEPP pace to be EUR70bn in October and November, with a seasonal reduction 

in December. However, the key driver for markets is not the pace of PEPP, but when and how the APP tool 

gets recalibrated after PEPP. 

UniCredit 
 

• The “moderately lower” wording with respect to the PEPP pace reduction seems to indicate net purchases 

in the EUR65-70bn range.  

• PEPP is expected to end in March, with an announcement in December. It is expected that the APP will 

take over when PEPP ends. 

Wells Fargo 
 

• The reduction in PEPP pace could amount to purchases of EUR65bn/month in the fourth quarter. 

• Given the upgraded growth and inflation forecasts, the ECB is now expected to announce ongoing bond 

purchases in December.  

• However, the ECB is now expected to announce a pivot from PEPP to the APP at the December meeting.  

• Upon completion of the PEPP programme, the pace of APP purchases is expected to increase to around 

EUR40-50bn/month.  

 
 


