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Details: 
 
Monetary policy decision: 12:45BST/13:45CET, Thursday 3 February 2022 
 
Press conference: 13:30BST/14:30CET, Thursday 3 February 2022 
 

Expected links: 
Monetary Policy Decisions:  
https://www.ecb.europa.eu/press/govcdec/mopo/2020/html/index.en.html 

Interest Rate Announcements:   
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html 

ECB Press Conference Video:  
https://www.ecb.europa.eu/press/tvservices/webcast/html/webcast_pc_youtube.en.html 

Bloomberg: MEDI <Go> 

MNI Point of View (POV): 
 
ECBs Baseline Assumption Facing Increased Pressure  
 

• Given the policy announcements in December, no material policy innovations are expected at the February 
meeting. 

• However, this week’s meeting will present a communication challenge for the ECB as it attempts to affirm 
the baseline scenario (subsiding inflation this year, no near-term rate hikes) at a time when the Fed and BoE 
have become more hawkish and inflation fears have been rising globally. 

• With that in mind, the ECB could opt to retain some optionality by stressing that inflation forecasts carry a 
high degree of uncertainty and that there are upside risks to inflation (perhaps citing the risk of persistent 
energy price pressures). 

 
Having argued that the eurozone is emerging from the pandemic phase of the crisis and that the recent inflation 
surge will subside this year, with monetary policy being recalibrated accordingly in December (resulting in a new 
schedule of reduced purchases under PEPP), the February GC meeting is likely to be a relatively low-key event. 
Nonetheless, the ECB is entering a more difficult period as it defends its baseline scenario (subsiding inflation, no 
near-term rate hikes) amid notably hawkish shifts from the Fed and BoE as well as increased concerns about inflation 
globally. Indeed, while President Lagarde is likely to again stress that the ECB is not in the same position as the Fed 
and does not need to move in a more hawkish direction, it could become increasingly difficult to argue that eurozone 

https://www.ecb.europa.eu/press/govcdec/mopo/2020/html/index.en.html
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html
https://www.ecb.europa.eu/press/tvservices/webcast/html/webcast_pc_youtube.en.html
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inflation will follow a distinctly different path to other developed markets – especially given the risk of persistent energy 
price pressures. 
 
Fig 1. Eurozone CPI % Y/Y (LHS) & Core Inflation % Y/Y (RHS) 

 
Source: MNI, Bloomberg, Eurostat 

 
President Lagarde (and others) have previously argued in favour of retaining some optionality in calibrating the 
monetary policy setting, which provides some scope to stress the risks to the baseline assumption. By reiterating the 
ECBs view that inflation is transitory and that there is a lack of clear evidence of second-round effects, while also 
stressing that there is a high degree of uncertainty around inflation forecasts and that there are upside risks, the ECB 
can pursue its core strategy while leaving the door open to gradually adjusting policy if needed should the ‘transitory’ 
thesis fail to play out as expected. If the ECB were to instead rigidly stick to script and downplay the possibility of 
second-round effects or the risk of overshooting the inflation target, then the GC would box itself into a corner and 
could be forced to play catchup and tighten more aggressively further down the line.  
 
Fig 2. ECB PEPP, EURbn (LHS) & EUR OIS Curve, Monthly Maturity (RHS) 
 

 
Source: MNI, Bloomberg 

 
 
Baseline: The ECB reaffirms the December policy setting and again argues that the recent inflation surge will prove 
transitory. President Lagarde states that monetary policy is data dependent and that the ECB is carefully monitoring 
wage negotiations, but falls short of stressing the upside risks to inflation.  
 
Dovish Scenario: The policy setting and core view on the inflation path remain unchanged, with the ECB 
downplaying the risks to inflation. Lagarde argues that there is limited evidence of second-round effects and that it 
would be premature to consider policy rate hikes.  
 
Hawkish Scenario: The policy setting and core view on the inflation path remain unchanged, but the ECB stresses 
that there is a high degree of uncertainty around the inflation forecasts, that there are upside risks to inflation and 
that there is the possibility of persistent energy price pressures. 
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Summary of Analyst Views  
 

• Analysts are unanimous in expecting  no change in monetary policy at the February meeting given the 

December announcement and the lack of fresh economic forecasts.  

• President Lagarde is expected to reaffirm the December announcement and push back against premature 

policy rate hikes. 

 

BNP Paribas 
 

• ECB policy is on autopilot now following the announcements at the December meeting with no new policy 

decisions expected this week. 

• Nonetheless, BNP Paribas expects the ECB’s communication to drift in a hawkish direction going forward. 

• BNP Paribas believes that inflation risks are overwhelmingly skewed to the upside, with staff forecasts 

potentially being revised in the coming quarters to show inflation reaching the 2% target well ahead of the 

end of the projection horizon. 

• The ECB is expected to stick with the plan laid out in December and not hike interest rates this year. Rather, 

net purchases will end in December of this year, teeing up the first rate hike in March 2023. 

Danske 
 

• Although no major policy announcements are expected this week, the February GC meeting has become 

more interesting in the wake of the recent Fed meeting. 
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• The ECB will convey a robust yet slowing economic outlook with elevated uncertainty around the inflation 

outlook.  

• Despite this uncertainty and growing divisions within the GC, the consensus opinion remains that achieving 

the inflation target over the medium term is unlikely without wage growth. 

• It would be a surprise if new TLTRO are announced this week. Danske expects the tiering multiplier to be 

raised to 12 later in the year.  

 
Goldman Sachs 
 

• At this week’s meeting the GC will reiterate that a 2022 policy rate hike is premature, stress that it is 
appropriate for the ECB to lag the Fed, but emphasise that policy decisions are data dependent and the GC 
retains optionality.  

• GS maintains its view that the ECB will be more patient with lift-off compared to market pricing, but ultimately 
hike more than is priced.  

• The ECB is expected to fine-tune its message on inflation by stating that underlying inflation metrics, including 
inflation, remain subdued, that longer-run inflation expectations are now well anchored and have moved 
closer to 2%, and that the recent rise in energy prices poses upside risks to the inflation forecasts. 

• Looking further ahead, GS states that while a 2023 policy rate hike is possible if underlying inflation firms 
more than expected, in their baseline the ECB waits until 2024. 

 
HSBC 
 

• No major policy changes are expected to be announced at the February GC meeting. 

• The ECB will stick to its current narrative that the current inflation surge is transitory and even if inflation 

continues to surprise higher in the coming months, the GC will not feel any urgency to act. 

• The ECB is also likely to indicate that current market pricing of the first rate hike is difficult to reconcile with 

the conditions set by the GC for raising rates. 

• HSBC believes that the bar for changing the sequencing for ending QE and raising rates (with the first rate 

rise pegged to follow the end of QE) is high. 

• This further reinforces HSBCs view that a rate hike this year is unlikely. 

• The Q&A at the February meeting may shed some light on the newly announced flexibility of PEPP 

reinvestments including possibly moving away from the capital key. 

• While HSBC expects a new TLTRO to be announced, this is unlikely at the February meeting. Rather, this 

is likely to occur at the March meeting, or June at the latest, and likely with less generous terms e.g. no 

additional discount to the marginal deposit rate. 

ING 
 

• No major monetary policy changes are expected at this week’s meeting. 

• The ECB will confirm the December decisions, leave open the possibility of faster reductions in asset 

purchases if necessary and stress the sequencing of policy rate hikes after the end of asset purchases. 

• Despite the ECBs evolving view on inflation, it is not in a position to consider tightening monetary policy 

anytime soon. ING stress that the current inflation surge owes more to supply than demand and so raising 

rates would do little to resolve the current imbalance.  

J.P. Morgan 
 

• Despite the renewed focused on the ECB following the Fed’s hawkish pivot, JPM does not expect a material 
shift from the ECB. 

• While the ECB would likely want to wait until the fresh macroeconomic projections are available in March, 
JPM believes it will take even longer than March for the ECB to signal a shift as it must become convinced 
that inflation pressures are rotating from being pandemic-related to labour-market driven. 

• President Lagarde will likely state that a rate increase in 2022 is unlikely.  

• While recent growth and inflation developments have been hawkish, the hawks on the GC will likely wait until 
later this year before making a bigger push in debates. 
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Nomura 
 

• No major policy changes are expected at this week’s meeting given the updated guidance on asset 

purchases at the December meeting and the lack of new macro forecasts.  

• Nomura continues to believe that APP purchases could end earlier (in spring 2013) than the consensus 

expects, which would pave the way for modest interest rate hikes (10bp per quarter from the middle of 2023) 

Nordea 
 

• No major policy decisions are expected this week given the announcements that were made in December. 

• President Lagarde will stress that the ECB is not being driven by what happens in the US with its actions 

instead determined by the euro area outlook. 

• The overall tone of the meeting is likely to be slightly dovish. While President Lagarde is likely to talk down 

the possibility of rate hikes this year, she is unlikely to give similar guidance for 2023. 

• Nordea expects the first 25bp rate hike to come in late 2023 with net asset purchases stopped in the first half 

of 2023. 

• However, Nordea does not exclude the chance of the ECB ending net asset purchases as soon as the end 

of this year and raising rates in early 2023, especially if wage negotiations surprise higher. 

TD Securities 
 

• No material changes to monetary policy are expected at the February GC meeting. 

• While the GC is able to revise its guidance at any point, the reputational risks outweigh seeing its December 
policy commitment through to at least mid-year. As a result, this week’s meeting is likely to be relatively 
uneventful. 

• The press conference may be a little more interesting, but President Lagarde is still likely to stress that a 
2022 rate hike remains highly unlikely. 

 
UBS 
 

• This week’s GC meeting is likely to be an ‘interim meeting’ with no concrete policy decisions. 

• New policy changes are instead likely to be announced in March or April.  

o UBS expects the ECB to offer another series of TLTROs as of/after June but on less generous terms.  

o The technical details of the tiered deposit system will be tweaked by raising the amount of liquidity 

that is exempt from the -0.5% deposit rate from the current 6x to 10-12x of a bank’s minimum reserve 

requirement. 

o The ECB will revisit collateral rules for its refinancing operations and will need to decide whether it 

will extend the waiver on Greek sovereign debt used as collateral. 

• UBS expects the ECB to indicate at the December 2022 meeting that the APP will be terminated at the end 

of Q123. 

• The ECB is expected to hike the deposit rate by 10bp in June, September and December 2023. 
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ECB Communication: The Detail 
 
ECB communication has been somewhat limited since the December policy meeting (compared to run up to 
December) and recent speeches and interviews have by-and-large reaffirmed positions taken during that last 
meeting. There are signs that inflation risks are becoming more of a concern for some GC members, although 
indications of a policy shift are still limited for now. 
 
The current state of the economic recovery is the least contentious talking point. Isabel Schnabel stated on December 
22: 
 

“…owing to the recent wave of infections and the new variant, we are seeing headwinds in the short term. 
Now we’re looking at a weaker fourth quarter and this is likely to spill over to the beginning of next year. 
However, we expect a stronger rebound thereafter, so activity essentially shifts over time. This has been a 
recurring pattern during the pandemic.” 

 
While Philip Lane struck a relatively optimistic note on January 25: 
 

“I think it is fair to say that the recovery so far has been stronger than expected − compared to, for 
example, early 2020 when the pandemic hit. In the initial months of the pandemic there was a lot of 
concern. But essentially, when the vaccines have been rolled out during 2021, it turned out that the euro 
area economy and the world economy has recovered more quickly than expected. And looking to this year, 
2022, we expect another strong year of recovery. So essentially, there's been a strong recovery, supported 
by a lot of policy measures, both fiscal policy and monetary policy.” 

 
The issue of inflation continues to divide opinion. Broadly speaking there are three camps: those that continue to 
stick rigidly to the official line that the recent surge in inflation is transitory, those that support the baseline scenario 
but have started to ask ‘what if?’, and those that have been more assertive in stressing the upside risks to inflation.  
 
In the first camp, Philip Lane leads the charge. Speaking on January 12, Lane again played down the risk of inflation 
remaining above target over the medium term by citing the lack of second-round price pressures: 
 
 “…we do not see behaviour that would suggest inflation will remain above our target into the medium term.” 
 

“Labour costs are a big part of the overall price level, and labour costs tend to move on a more persistent 
and more gradual basis. Energy moves are abrupt, energy can go up and down in a volatile way. But a 
significant move in the persistent and underlying source of inflation is unlikely unless you see wages 
picking up quite a bit. Until now, the wage data do not indicate any major acceleration in underlying 
inflation.” 

 
Lane further asserted on January 25 
 

“We should think about these years of the pandemic, 2020, 2021 and 2022 as part of a pandemic cycle. In 
the first year 2020, inflation was relatively low. In the second half of 2021, inflation turned out to be quite 
high. And then, as we look into this year, 2022, we think inflation will remain high at the start of this year, 
but will fall later this year, especially towards the end of the year” 

 
Mario Centeno similarly stuck to the ‘transitory’ narrative on December 20 
 

“The question of inflation, in general, is very dependent on reducing the impact of factors that remain 
temporary. From the outset: energy, whose price fluctuation in recent weeks and in some cases in recent 
months, has been falling” 

 
François Villeroy de Galhau stated on January 12 that inflation is nearing an inflexion point: 

“We are quite close to the summit of the hump” 
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While also indicating that he is perhaps closer towards the second camp than Philip Lane: 
 

"If inflation should prove more persistent, have no doubt that we would have the will and capacity to adapt 
our monetary policy faster to ensure the return towards our 2% objective" 

 
The second camp continues to back the baseline ‘transitory’ scenario, but have started to question whether inflation 
could prove more persistent than currently expected or, at least, warn that this is a possibility. At the more dovish 
end of this camp is Luis de Guindos, who speaking on January 13, supported the transitory thesis while also 
suggesting that inflation risks over the next year are tilted higher: 
 

“Inflation will decline for sure, but perhaps the question, or the main risk for the inflation outlook in the short 
term is going to be the evolution of energy prices” 
 
“The assessment of risks for inflation is moderately tilted to the upside over the next 12 months” 
 
“They are balanced in the medium term” 
 

Having previously stated the inflation spike was temporary, Madis Müller warned on December 21 of the risks posed 
by more persistent inflation: 

 
“If inflation remains high for a long time, even though it is due to factors that appear to be temporary by 
their nature, the greater the danger that this inflation will increasingly be passed on to other products and 
services.”  
 
“If inflation next year turns out to be even faster than forecast, for instance due to energy prices, I think 
that’s nevertheless a reason for re-evaluating whether there are additional factors that are more constant 
by nature.” 
 

Speaking on December 17, Pierre Wunsch was concerned that the ECB’s narrative on inflation is at risk of diverging 
from the broader global inflation theme. 

 
“There’s a lot of uncertainty about 2023 and 2024, but my take is that we’re essentially at target,”  
 
“Whether you’re at target or just a little bit below or a little bit above doesn’t matter so much. What I’m a bit 
concerned about is the fact that we’d insist so much on still being below target.” 
 
“The big issue for me is the narrative that doesn’t recognize enough that there seems to be an inflation 
issue in the world and we seem to see it very differently”  
 
“We used to have low inflation rates and we were expecting to converge to the target”  
 
“But today is very different. Now we’re clearly above target. We have an average inflation over four years 
that’s clearly above 2%.” 
 

Isabel Schnabel’s position also appears to have evolved, having up until recently appeared to be more closely aligned 
with Philip Lane. Speaking on December 22, Schnabel pointed to the uncertainty in the inflation forecasts and 
indicated that there are upside risks: 
 

“We know that inflation is going to be elevated for a certain period of time, but also that it’s going to decline 
over the course of next year. We are less certain about how fast and how strong the decline will be.” 
 
“That’s why we are increasingly relying on surveys of companies and households to better understand 
what is happening. Some companies are telling us they expect the supply chain bottlenecks to last into 
2023.”  
 
“We are well aware of the uncertainty around our inflation projections. There is a risk to the upside.” 
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“Current data point to moderate growth. However, we also learned from our survey among companies that 
they expect wage growth to pick up. It’s something we are monitoring very closely.” 
 
“Our staff are using the best economic models available in order to make these projections. But everybody 
agrees that uncertainty is unusually high.” 

 
Furthermore, on January 22 Schnabel stressed that the ECB would act quickly if needed should inflation remain high: 
 

“Any measures we might take today will only have an effect with a lag. The current rate of inflation won’t be 
affected, only the future one.” 

 
“But we will act quickly and decisively if we conclude that inflation may settle above 2%. A precondition for 
raising interest rates is to end net asset purchases; and our December decision is a first step in this 
direction.” 

 
President Christine Lagarde provided perhaps the most interesting insights on January 8 when she discussed the 
impact of the energy transition on the inflation target and, specifically, questioned whether this transition meant that 
energy shocks could last longer than in previous cycles. While Lagarde has previously vociferously argued that the 
inflation surge will prove temporary and recently stressed that the ECB does not need to respond as forcefully as the 
Fed, her comments on energy price shocks seem to indicate an evolving position. We have reproduced these 
comments at some length: 
 

“Though last year’s events were extraordinary on many levels, spikes in energy prices are a common 
phenomenon. Since the 1970s, sharp movements in energy prices have been a recurring source of 
economic dislocations and volatility.” 
 
And yet, the roots of today’s shock are likely to go deeper. While in the past energy prices often fell as 
quickly as they rose, the need to step up the fight against climate change may imply that fossil fuel prices 
will now not only have to stay elevated, but even have to keep rising if we are to meet the goals of the Paris 
climate agreement.” 
 
“In our baseline scenario, the current energy shock is expected to fade over the projection horizon. 
 
The Eurosystem staff projections are based on gas and oil futures prices, which suggest that energy prices 
should decline measurably this year, thereby significantly contributing to the projected decline in HICP 
headline inflation over the medium term (Slides 5 and 8). 
 
Such technical assumptions, however, are surrounded by significant uncertainty. In the past, futures prices 
have often significantly under- or overpredicted energy price inflation. These risks are arguably even larger 
today.” 
 
“Potentially protracted supply and demand imbalances related to “transition fuels”, such as gas, as well as 
the fact that carbon prices are likely to rise further, and to extend to more economic sectors, mean that the 
contribution of energy and electricity prices to consumer price inflation could be above – rather than below 
– its historical norm in the medium term. 
 
The energy transition therefore poses measurable upside risks to our baseline projection of inflation over 
the medium term. 
 
At our Governing Council meeting in December, such risks were one factor in deciding on a step-by-step 
reduction in the pace of asset purchases over the coming quarters.” 

 
The third camp within the GC has been far more assertive in warning of the risk of higher inflation. Mārtiņš Kazāks 
stated on January 11: 
 

“When we will see that we are at our target, over the medium term at 2%, then of course we will act 
accordingly.” 
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“With the current dynamics of inflation it seems that this is a fairly likely possibility that we will reach this 
target, that means that if our forecast, which we will have again in March, and in June, if we will see it 
necessary we will act.” 

 
The possibility of raising policy rates in the near term broadly mirrors the divergent views on inflation risks. On January 
12 Philip Lane played down the potential for a rate hike in 2022: 
 

“The data we have, make it quite unlikely that the criteria we set to raise interest rates will be fulfilled this 
year.” 

 
Pablo Hernández de Cos similarly stated on January 20: 
 

“…an increase in interest rates is not expected in 2022” 
 
Meanwhile, reflecting his warnings on the risks of inflation, Kazaks stressed on January 5: 
 

“Don’t be misguided that we won’t raise rates, or that we won’t cut the support if necessary” 
 

“We’ll have another forecast in March, we’ll have another in June, and then we’ll see more how things 
develop with inflation.” 

 
While Klaas Knot indicated on December 30 that a policy rate hike could come in early 2023: 
 

“All switches are on track to end the remaining bond buying by the end of next year. And when that is done, 
the policy rate can go up early 2023” 

 
Finally, there has been some speculation on the sequencing when it comes to ending QE and raising policy rates. 
Philip Lane addressed this directly on January 12: 

 
“As for the ECB balance sheet, there is a clear sequence: net purchases stop before the first interest rate 
increase, and only well after the first increase in interest rates will the central bank think about shrinking its 
balance sheet.” 

 

ECB Inter-Meeting Communication 
Date Time Speaker Event 

17/12/2021 09:00 Olli Rehn Speech on the outlook for the Finnish economy at a Bank of 
Finland Press Conference 

22/12/2021   
Isabel 

Schnabel 

Interview with Isabel Schnabel, Member of the Executive Board of 
the ECB, conducted by Eric Albert on 16 December and published 
on 22 December 

https://www.ecb.europa.eu/press/inter/date/2021/html/ecb.in21
1222~5f9a709924.en.html  

21/12/2021 09:00 Peter Kazimir Speech at a new conference in Bratislava 

22/12/2021 09:00 
Robert 

Holzmann Speech at a press conference held by the Austrian National Bank 

07/01/2022  Philip Lane 

Interview with RTÉ conducted by Robert Shortt on 7 January and 
published on 7 January 2022 

https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in22
0107~054220fc2c.en.html  

08/01/2022 14:00 
Isabel 

Schnabel 
Remarks at a panel on “Climate and the Financial System” at the 
American Finance Association 2022 Virtual Annual Meeting 

https://www.ecb.europa.eu/press/inter/date/2021/html/ecb.in211222~5f9a709924.en.html
https://www.ecb.europa.eu/press/inter/date/2021/html/ecb.in211222~5f9a709924.en.html
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220107~054220fc2c.en.html
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220107~054220fc2c.en.html
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https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220
108~0425a24eb7.en.html 

11/01/2022  Christine 
Lagarde 

Remarks at a virtual ceremony marking the change of office of the 
President of the Bundesbank 

https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220
111~1778c4939d.en.html 

11/01/2022   Philip Lane 

Interview with Il Sole 24 Ore conducted by Isabella Bufacchi 

https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in22
0111~6084ecdce9.en.html  

11/01/2022 12:00 
Martins 
Kazaks 

Speech for the online event “Eurozone Perspectives: Economic 
Challenges of 2022. A Conversation with the President of the 
Eurogroup and the Governor of Latvijas Banka”. 

13/01/2022 10:30 
Luis de 

Guindos Participation in a Q&A organised by UBS 

13/01/2022 14:30 
Frank 

Elderson Introductory remarks on climate change for a Civil Society seminar 

14/01/2022 13:30 
Christine 
Lagarde 

Introductory statement at the meeting of the Conference of 
Parliamentary Committees for Union Affairs of the Parliaments of 
the European Union (COSAC) 

https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220
114~fe1e70ec1a.en.html  

14/01/2022  Isabel 
Schnabel 

Interview with Süddeutsche Zeitung conducted by Markus Zydra, 
Bastian Brinkmann and Meike Schreiber on 10 January 2022 

https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in22
0114~e43be9798e.en.html 

18/01/2022 17:00 
Francois 

Villeroy de 
Galhau Speech at a conference hosted by Paris Dauphine University 

19/01/2022 17:00 
Robert 

Holzmann Speech at an event marking 20 years of the euro 

20/01/2022 12:30   ECB Publishes Account of December 2021 Policy Meeting 

21/01/2022 12:30 
Christine 
Lagarde 

Participation in a panel on the global economic outlook organised 
by the World Economic Forum 

https://www.weforum.org/events/the-davos-agenda-
2022/sessions/global-economic-outlook-f1430ce736  

24/01/2022 09:30 
Gabriel 

Makhlouf Speech 

25/01/2022  Philip Lane 

Interview with Verslo žinios conducted by Emilis Linge and Dalius 
Simenas 

https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in22
0125~bcca1469e6.en.html  

25/01/2022 08:00 
Robert 

Holzmann Speech at a cofnerence on payment systems 

27/01/2022 13:30 
Edward 
Scicluna Speech at a ESBG Spotlight event 

 

https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220108~0425a24eb7.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220108~0425a24eb7.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220111~1778c4939d.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220111~1778c4939d.en.html
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220111~6084ecdce9.en.html
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220111~6084ecdce9.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220114~fe1e70ec1a.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220114~fe1e70ec1a.en.html
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220114~e43be9798e.en.html
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220114~e43be9798e.en.html
https://www.weforum.org/events/the-davos-agenda-2022/sessions/global-economic-outlook-f1430ce736
https://www.weforum.org/events/the-davos-agenda-2022/sessions/global-economic-outlook-f1430ce736
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220125~bcca1469e6.en.html
https://www.ecb.europa.eu/press/inter/date/2022/html/ecb.in220125~bcca1469e6.en.html
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MNI Policy Team 
 
MNI INTERVIEW:  ECB Needs To Remain Accomodative, Simkus Says   13 January 2022 
 
By Luke Heighton 
 

The European Central Bank could potentially end asset purchases this year but inflation projections must stabilise at 
or above 2% over the medium term before any signal for key interest rates to rise, Lithuanian central bank governor 
Gediminas Simkus told MNI. 

“Monetary policy needs to stay accommodative. I see very little probability of us hiking interest rates this year,” Simkus 
said in an interview, adding that while upside risks for inflation in 2023 and 2024 “potentially are stronger”, official 
estimates still foresee increases in prices below the 2% target for the period. 

For now policymakers should be prepared to look through short-term risks such as surging energy prices and give 
greater weight to the likely absence of large pay rises, he said, pointing to February’s gathering of the ECB’s 
Governing Council as a “second calibration meeting” following December’s decisions to end net pandemic bond 
purchases in March. The separate Asset Purchase Programme will also be boosted to EUR40 billion a month in the 
second quarter, before falling to EUR20 billion from October, then continuing at that rate for as long as necessary to 
reinforce the accommodative impact of low rates. 

“I don't see any issues or problems with the sequencing - ending APP in 2022, if needed, then moving onto the path 
of interest rate rises,” Simkus said. “But we need to see inflation returning to 2% levels over the medium term.” 

MARCH PROJECTIONS 

Eurosystem staff macroeconomic projections in March will be key as the ECB charts its course. 

“Looking ahead to the March meeting, what's important here is how much the new forecasts are in line with those 
made in December. We really need to see all the data pointing to the fact that we will arrive at our target,” he said, 
“Yes, there are upside risks, but we need to see that materialise. We remain open, we remain flexible. If we are 
approaching our target level of 2% inflation we are ready to act.” 

The ECB feels no pressure to accelerate its own tightening cycle in response to recent moves by the Federal 
Reserve and the Bank of England, according to Simkus. 

“What's important for me is that inflation is going down throughout 2022, and that it stabilises at levels that are close 
but still below 2% in 2023 and 2024.” 

Wage growth will be crucial in determining inflation’s longer-term trajectory, Simkus said, though he cautioned that 
the end of the pandemic may lead to a return to trends which have kept pay down in recent years, such as the growth 
of the gig economy. 

“This may lead to decreasing labour market power, which in turn means that it's harder and harder to achieve our 
inflation aim because negotiated wages do not reflect productivity growth plus the inflation rate. This might be the 
reason the euro area has struggled to reach 2% inflation.” 

NEW VARIANTS BIGGEST THREAT 

New structural inflationary pressures may be emerging as well, he acknowledged, speaking after Executive Board 
Member Isabel Schnabel said the transition to a green economy might drive prices higher. 

https://enews.marketnews.com/ct/uz10041472Biz50866202
https://enews.marketnews.com/ct/uz10041472Biz50866202
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“It's quite obvious that the green transition comes with some costs, whether it is energy prices, carbon-intensive 
energy prices, and also in general price inflation,” he said. “These are the parameters that need to be introduced into 
and monitored when making monetary policy decisions, because the effect is not immediate.” 

The biggest threat to the eurozone economy would be the emergence of further Covid variants, leading to the 
reintroduction of containment measures, Simkus said. 

The ECB’s promise to manage the reinvestment of bonds acquired under its Pandemic Emergency Purchase 
Programme to monetary policy needs would provide a manner of responding in such a contingency, he added. 

“This is the key when we refer to PEPP reinvestment or even the kind of renewal of net purchases under the PEPP,” 
he said. “It's very much related to how the pandemic situation affects this particular case and how the financial 
markets react. That's the elephant in the room.” 

 


