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				MONETARY POLICY

			

			
				Press conference this Thursday

			

		

		
	President Christine Lagarde and Vice-President Luis de Guindos explain the Governing Council’s monetary policy decisions and answer questions from journalists. The press conference starts at 14:45 CET.

					Find out more
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	PUBLICATION
		8 April 2024
		

	
	Tightening of financing conditions moderates	



	Firms’ financing conditions tightened over the first quarter of 2024, but to a much lesser extent than in the previous survey round. Firms expect the increase in their selling prices and wages to moderate over the next 12 months, while their inflation expectations continued to decline.


					Survey on the Access to Finance of Enterprises (SAFE)
						






			
		


	
		
	ACCOUNT
		4 April 2024
		

	
	Account of March monetary policy meeting	



	At last month’s policy meeting, the Governing Council expressed increased confidence that inflation was on track to decline sustainably to its 2% inflation target in a timely manner. However, more evidence was required and members underlined the need for policy to remain data-dependent.


					Read more
						






			
		


	
		
	EVENT
		8 April 2024
		

	
	Media seminar: apply by 3 May!	



	If you work for the media and wish to attend our seminar on 6-7 June, please send an email to media@ecb.europa.eu. The seminar is an opportunity for you to discuss on background monetary policy and banking supervision topics, and to meet policymakers at the ECB


					Read more
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	MFI INTEREST RATE STATISTICS
Euro area bank interest rate statistics: February 2024
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27 March 2024
	Frank Elderson: Taking into account climate and nature in monetary policy and banking supervision around the world
Remarks by Frank Elderson,  Member of the Executive Board of the ECB and Vice-Chair of the Supervisory Board of the ECB,  at an event on climate-related financial risks hosted by the Banco Central do Brasil
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	Piero Cipollone: The confidence to act: monetary policy and the role of wages during the disinflation process
Speech by Piero Cipollone,  Member of the Executive Board of the ECB,  at an event organised by the House of the Euro and the Centre for European Reform
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	Philip R. Lane: Inflation and monetary policy
Slides by Philip R. Lane,  Member of the Executive Board of the ECB,  at the Policy Lecture at Aix-Marseille School of Economics (AMSE) in Marseille
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	Isabel Schnabel: R(ising) star?
Speech by Isabel Schnabel,  Member of the Executive Board of the ECB,  at The ECB and its Watchers XXIV Conference,  organised by the Institute for Monetary and Financial Stability,  Goethe University,  Frankfurt am Main
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	Debate on: Is the inflation surge over and what are the lessons for monetary policy?
Slides by Philip R. Lane,  Member of the Executive Board of the ECB,  at The ECB and its Watchers XXIV Conference,  organised by the Institute for Monetary and Financial Stability,  Goethe University,  Frankfurt am Main

						English
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7 February 2024
	Isabel Schnabel: Interview with Financial Times
Interview with Isabel Schnabel,  Member of the Executive Board of the ECB,  conducted by Martin Arnold on 2 February 2024

						English
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	Luis de Guindos: Interview with Die Zeit
Interview with Luis de Guindos,  Vice-President of the ECB,  conducted by Kolja Rudzio
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3 April 2024
	Fiscal and monetary policy: debating optimal interactions
Governments and central banks can shield the economy from shocks with their decisions. The ECB Blog looks at a recent high-level conference that analysed the interaction of fiscal and monetary policy and questioned some long-held beliefs. 
	Jacopo Cimadomo
	Demosthenes Ioannou



						English
Details

	JEL Code
	E40 : Macroeconomics and Monetary Economics→Money and Interest Rates→General
E42 : Macroeconomics and Monetary Economics→Money and Interest Rates→Monetary Systems, Standards, Regimes, Government and the Monetary System, Payment Systems
E62 : Macroeconomics and Monetary Economics→Macroeconomic Policy, Macroeconomic Aspects of Public Finance, and General Outlook→Fiscal Policy
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	Who buys bonds now? How markets deal with a smaller Eurosystem balance sheet
The Eurosystem is shrinking its balance sheet,  which makes more government bonds available for purchase. The ECB Blog looks at how markets are adjusting to this new situation with regard to bond price volatility,  liquidity and the impact on repo markets.  
	Federico Maria Ferrara
	Tom Hudepohl
	Pamina Karl
	Tobias Linzert
	Benoît Nguyen
	Lia Vaz Cruz
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Details
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	G20 : Financial Economics→Financial Institutions and Services→General
G28 : Financial Economics→Financial Institutions and Services→Government Policy and Regulation





	

14 March 2024
	The “art” of central banking on screen
Central banks have been collecting art for a long time. While the works were previously only accessible at their physical locations,  more and more central banks now make their collections available online. The ECB Blog showcases four collections you can enjoy from wherever you are.
	Carolin Benack
	Stefan Ruhkamp



						English

	

11 March 2024
	Philip R. Lane: The 2021-2022 inflation surges and monetary policy in the euro area
In 2021-22 inflation surged due to the direct and indirect effects of the energy shock,  together with a set of pandemic-related factors and the Russian invasion of Ukraine. In this post on The ECB Blog,  Chief Economist Philip R. Lane looks at the monetary policy actions taken by the ECB in response to these extraordinary inflation shocks.


						English
Details

	JEL Code
	E31 : Macroeconomics and Monetary Economics→Prices, Business Fluctuations, and Cycles→Price Level, Inflation, Deflation
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22 February 2024
	ETF approval for bitcoin – the naked emperor’s new clothes 
Bitcoin has failed on the promise to be a global decentralised digital currency. Instead it is used for illicit transactions. The latest approval of an ETF doesn’t change the fact that Bitcoin is not suitable as means of payment or as an investment.
	Ulrich Bindseil
	Jürgen Schaaf



						English
Details

	JEL Code
	G12 : Financial Economics→General Financial Markets→Asset Pricing, Trading Volume, Bond Interest Rates
G20 : Financial Economics→Financial Institutions and Services→General
G29 : Financial Economics→Financial Institutions and Services→Other
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	SURVEY ON THE ACCESS TO FINANCE OF ENTERPRISES IN THE EURO AREA
Survey on the Access to Finance of Enterprises in the euro area - First quarter of 2024

						English

						English
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	SAFE QUESTIONNAIRE
Questionnaire

						English
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	PRESS RELEASE
Survey on the Access to Finance of Enterprises: firms report moderate tightening of financing conditions
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3 April 2024
	WORKING PAPER SERIES - No. 2923
As interest rates surge: flighty deposits and lending
	Giuseppe Cappelletti
	David Marqués-Ibáñez
	Alessio Reghezza
	Carmelo Salleo



						English
Details

	Abstract
	How a historic drop in bank deposits shapes banks’ loan supply? We exploit the effects of a large, and unexpected, increase in monetary policy rates to estimate the deposit channel of monetary policy using an extensive credit register that includes all bank-firm lending relationships in all euro area countries. We find that banks experiencing large deposit outflows reduce credit, but not the interest rate they charge, to the same borrower relative to other lenders. This credit restriction is stronger for fixed rate and longer maturity loans, but not for riskier borrowers. The effect is mostly driven by banks coming into the hiking period with a larger unhedged duration gap that renders borrowers of those banks more vulnerable to credit restrictions due to the deposit outflows as interest rates surge. We resort to the deposit beta as an instrument variable and a matched estimator that bear out the thrust of our results.
	JEL Code
	E51 : Macroeconomics and Monetary Economics→Monetary Policy, Central Banking, and the Supply of Money and Credit→Money Supply, Credit, Money Multipliers
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	OTHER PUBLICATION
The Eurosystem Integrated Reporting Framework ‒ an overview

						English
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	OTHER PUBLICATION
Complementary cost-benefit assessment on the Integrated Reporting Framework - Closer alignment with FINREP solo

						English
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	OTHER PUBLICATION
Complementary cost-benefit assessment of the Integrated Reporting Framework - Additional analytical value and operational aspects

						English

	

27 March 2024
	WORKING PAPER SERIES - No. 2922
Consumer participation in the credit market during the COVID-19 pandemic and beyond
	Evangelos Charalambakis
	Federica Teppa
	Athanasios Tsiortas



						English
Details

	Abstract
	This paper analyses the consumer’s decision to apply for credit and the probability of the credit being accepted in the euro area during a period characterized by the unprecedented concomitance of events and changing borrowing conditions linked to the global COVID-19 pandemic and the Russian invasion of Ukraine. We use data between 2020Q1 and 2023Q2 from the ECB’s Consumer Expectations Survey. We find that the credit demand is highest when the first lockdown ends and drops when supportive monetary compensation schemes are implemented. There is evidence that constrained households are significantly less likely to apply for credit. Credit is more likely to be accepted under favourable borrowing conditions and after the approval of national recovery plans. We also find that demographic, economic factors, perceptions and expectations are associated with the demand for credit and the credit grant.
	JEL Code
	C23 : Mathematical and Quantitative Methods→Single Equation Models, Single Variables→Panel Data Models, Spatio-temporal Models
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	LETTERS TO MEPS
Letter from Piero Cipollone to Ms Irene Tinagli, ECON Chair, on technical considerations on the provision of multiple digital euro accounts to individual end users

						English
Related
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	DIGITAL EURO GOVERNANCE
Technical note on the provision of multiple digital euro accounts to individual end users

						English
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	SURVEY OF MONETARY ANALYSTS
ECB Survey of Monetary Analysts (SMA), April 2024

						English

	

22 March 2024
	WORKING PAPER SERIES - No. 2921
Business as usual: bank climate commitments, lending, and engagement
	Parinitha Sastry
	Emil Verner
	David Marqués-Ibáñez



						English
Details

	Abstract
	This paper studies the impact of voluntary climate commitments by banks on their lending activity. We use administrative data on the universe of bank lending from 19 European countries. There is strong selection into commitments, with increased participation by the largest banks and banks with the most pre-existing exposure to high-polluting industries. Setting a commitment leads to a boost in a lender’s ESG rating. Lenders reduce credit in sectors they have targeted as high priority for decarbonization. However, climate-aligned banks do not change their lending or loan pricing differentially compared to banks without climate commitments, suggesting they are not actively divesting. We can reject that climate-aligned lenders divest from firms in targeted sectors by more than 2.6%. Firm borrowers are no more likely to set climate targets after their lender sets a climate target, which casts doubt on active engagement by lenders. These results call into question the efficacy of voluntary commitments.
	JEL Code
	Q50 : Agricultural and Natural Resource Economics, Environmental and Ecological Economics→Environmental Economics→General
G21 : Financial Economics→Financial Institutions and Services→Banks, Depository Institutions, Micro Finance Institutions, Mortgages
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	OTHER PUBLICATION
AnaCredit plausibility checks, version 2.0
Plausibility checks performed in Anacredit datasets

						English
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	WORKING PAPER SERIES - No. 2920
The impact of regulatory changes on rating behaviour
	Nodirbek Karimov
	Alper Kara
	Gareth Downing
	David Marqués-Ibáñez



						English
Details

	Abstract
	We examine rating behaviour after the introduction of new regulations regarding Credit Rating Agencies (CRAs) in the European securitisation market. Employing a large sample of 12,469 ABS tranches issued between 1998 and 2018, we examine the information content of yield spreads of ABS at the issuance and compare the pre- and post-GFC periods. We find that the regulatory changes have been effective in tackling conflicts of interest between issuers and CRAs in securitisation. Rating catering seems to have disappeared in the post-GFC period. Yet we see limited effectiveness on rating shopping. It follows that rating over-reliance might be an issue, especially for investors of higher-quality ABS.
	JEL Code
	G21 : Financial Economics→Financial Institutions and Services→Banks, Depository Institutions, Micro Finance Institutions, Mortgages
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US monetary policy is more powerful in low economic growth regimes
	Roberto A. De Santis
	Tommaso Tornese



						English
Details

	Abstract
	We use nonlinear empirical methods to uncover non-linearities in the propagation of monetary policy shocks. We find that the transmission on output, goods prices and asset prices is stronger in a low growth regime, contrary to the findings of Tenreyro and Thwaites (2016). The impact is stronger on private investment and durables and milder on the consumption of nondurable goods and services. In periods of low growth, a contractionary monetary policy implies lower expected Treasury rates and higher premia along the entire Treasury yield curve. Similarly, the corporate excess bond premium rises and the stock market drops substantially during recessions. We use the monetary policy surprises and their predictors provided by Bauer and Swanson (2023a), and identify an additional predictor, the National Financial Condition Index (NFCI), which is relevant in the nonlinear setting. A Threshold VAR, a Smooth-Transition VAR and nonlinear local projection methods all corroborate the findings.
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	Abstract
	Climate change is increasingly affecting the euro area economy. That is why the ECB is committed to integrating climate change considerations into its activities. On 30 January 2024 the ECB published its climate and nature plan 2024-2025, which identifies three focus areas for its future work: (i) navigating the transition towards a green economy, (ii) addressing the increasing physical impact of climate change, and (iii) advancing work on nature-related risks. This box sets out the economic reasoning behind the ECB’s decision to advance its work in these three areas.
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	Abstract
	The global role of a currency can be measured in several ways, including by looking at its use in payments. After March 2023 the share of the euro in total Swift payment messages (i.e. payment instructions sent via the Swift network) appeared to drop. This coincided with a major infrastructure change in Europe – namely, the launch of the Eurosystem’s next-generation large-value payment system for the euro, T2, which replaced TARGET2 – and a move to a new Swift message standard. The associated technical changes have altered the ways in which banks make euro payments and manage euro liquidity, resulting in a break in the data on euro‑denominated Swift payment messages. In fact, the total value of euro payments settled in T2 has actually remained largely stable relative to figures for its predecessor, TARGET2, and so has the global reach of the payment system. This analysis shows the importance of accounting for technical factors when interpreting indicators based on payment traffic.
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	Abstract
	This box describes liquidity conditions and the Eurosystem monetary policy operations during the seventh and eighth maintenance periods of 2023, from 1 November 2023 to 30 January 2024.
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	Abstract
	This box looks at errors in Eurosystem and ECB staff inflation projections over the post-pandemic period, updating and extending earlier analysis published in 2022 and 2023. Projection errors have come down considerably since the end of 2022 and now stand close to pre-pandemic levels. The low predictability of energy commodity prices (which surprised markets on the downside in 2023) explains a significant share of the recent errors in HICP inflation projections. The remaining errors are likely to stem from non-standard transmission of the exceptional shocks to commodity prices and global supply chains – which, together with demand shocks, explain a large share of the post-pandemic dynamics of HICP inflation excluding food and energy (HICPX), including in 2023. Eurosystem and ECB staff continue to refine their forecasting toolkits, providing additional analysis that informs projections in times of high uncertainty.
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	Abstract
	Rising trade tensions and a spate of policies aiming to bring national security concerns to bear in trade relations have sparked growing concern about the potential implications of global trade fragmentation. Yet, empirical evidence that geopolitical concerns are already materially affecting trade patterns is scant. This box addresses the issue using a structural gravity model augmented with a geopolitical distance measure based on UN General Assembly voting to investigate the role played by geopolitical factors for trade in manufacturing goods over the period 2012-22. It provides evidence that the degree of geopolitical alignment is playing an increasing role in determining bilateral trade flows. The impact of geopolitical distance on trade is heterogeneous: in particular, geopolitical considerations mostly affect European trade in strategic products.
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	Abstract
	Recent volatility in oil and gas prices has rekindled interest in understanding how much fundamental factors – global supply and demand – and non-fundamental factors contribute to price movements. This box constructs indices of speculation based on futures positions. Overall, speculation has only a limited role in both oil and gas price dynamics, although the degree of speculation is somewhat higher in European gas markets than in US gas markets. Empirical estimates also suggest that the role of speculation in amplifying the transmission of fundamental shocks to oil prices is limited, including in times of heightened geopolitical risk.
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	Abstract
	Food price inflation was one of the main contributors to the strong rise in euro area headline inflation in 2022 and to the period of disinflation that followed. An extraordinary surge in energy costs was the main factor behind higher consumer food inflation in 2021 and 2022. Increases in global food commodity prices and euro area farm gate prices also contributed significantly. In the high inflation environment, domestic factors – such as wage and profit developments – have gradually emerged as increasingly important factors in keeping food inflation elevated. The exceptional, largely externally driven shocks to energy, global food commodity and euro area farm gate prices are fading, and this is expected to contribute to a moderation in food inflation in the course of 2024. However, strong wage growth implies only a gradual unwinding going forward.
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