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No change in ECB’s stance  

At today’s meeting, the ECB committee left its key interest rates unchanged. ECB 
President Trichet continued to place emphasis on inflation risks, with no notable 
shift in his familiar rhetoric on economic growth. Accordingly, the ECB is 
keeping its options open regarding future monetary policy. 

 Despite the latest drop in Eurozone inflation, the ECB’s rhetoric on inflation 
remained virtually identical. ECB President Trichet re-emphasised that the 
central bank’s primary concern is price stability. He added that current 
monetary policy is focused on warding off a rise in inflation expectations in the 
medium term and the possibility of second-round effects as a result. Trichet 
made no reference to comments from some council members – notably 
Bundesbank President Weber – that suggested they were toying with the idea of 
a rate hike. 

 Trichet’s comments on economic growth in the Eurozone likewise remained 
substantially unchanged from the previous two months. The ECB foresees 
moderate but ongoing growth in the Eurozone. Although a few economic 
indicators such as the Ifo business climate index and purchasing managers 
index have deteriorated of late, there is no danger of a severe slump comparable 
to the one in the USA. 

 On balance, based on today’s decision and Trichet’s statement, the ECB is 
keeping its options open regarding future monetary policy. We believe the 
ECB, in its effort to find a balance between maintaining price stability and 
promoting growth, will continue to keep policy rates constant. The meeting in 
June should prove more interesting, as the ECB is scheduled to publish its new 
projections then. Given the likelihood of further deteriorating climate indicators 
and continued high inflation, how will the central bank describe its growth and 
inflation outlook? The dilemma between high inflation rates on the one hand and 
growth risks on the other will presumably continue. As long as the ECB is caught 
in this balancing act, its monetary policy will probably stand pat. 
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Eurozone consumer prices 
in % y/y  

 ECB policy rate and Purchasing Managers Indices 
in % and index points 
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ECB information 
 
 
 
 

Schedule of ECB’s interest rate decisions 

 Date* 

2008 10 January 

 7 February 

 6 March 

 10 April 

 8 May 

 5 June 

 3 July 

 7 August 

 4 September 

 2 October 

 6 November 

 4 December 

* Source: ECB 

 
 
 

Forecasts (% y/y) 

  GDP Consumer prices 

 2008 2009 2008 2009 

ECB  

  June 2007 2.3 - 2.0 - 

  September 2007 2.3 - 2.0 - 

  December 2007 2.0 2.1 2.5 1.8 

  March 2008 1.7 1.8 2.9 2.1 

WestLB 1.6 1.5 3,1 2.1 

 Source ECB, middle of the projected range. 

 

 

Euro zone
2007 2008 2009 2007 2008

Q3 Q4 Q1 Q2 Q3 Q4

Real GDP (% y/y) 2.6 1.6 1.5 2.7 2.2 1.8 1.8 1.4 1.4

Real GDP (% q/q) 0.7 0.4 0.4 0.3 0.3 0.3

Consumer prices (% y/y) 2.1 3.1 2.1 1.9 2.9 3.4 3.3 3.3 2.6

Budget balance (% of GDP) -0.6 -1.1 -1.0

Unemployment rate (%) 7.4 7.1 7.0

Current account balance (% of GDP) 0.1 0.1 0.2  

                                    Source  EcoWin, WestLB Research; 2008-09: WestLB forecast. 
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Neither WestLB nor any of its affiliates, its respective directors, officers or employers accepts any liability whatsoever (in negligence or 
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith. Any 
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not necessarily reflect the opinions of WestLB and are subject to change without notice. WestLB has no obligation to update, modify or amend 
this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, Projection, forecast or estimate set 
forth herein, changes or subsequently becomes inaccurate.  

The past performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or 
issuer described herein would yield favourable investment results. 

WestLB, its affiliates, principals or employees may have a long or short position or may transact in the financial instrument(s) referred to 
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companies. WestLB AG may act upon or use the information or conclusion contained in this report before it is distributed to other persons.  

This report is subject to the copyright of WestLB. No part of this publication may be copied or redistributed to persons or firms other than the 
authorised recipient without the prior written consent of WestLB.  

WestLB AG London Branch is a member of the London Stock Exchange and of the International Capital Market Association. It is regulated in 
the UK by the Financial Services Authority.  

By accepting this report. a recipient hereof agrees to be bound by the foregoing limitations.  
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