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ECB

CUTS REFI RATE BY 50 BASE POINTS

Trichet hints at pause in interest rate cuts in February

As expected, the ECB today cut the main refinancing rate by a further 50bp to 2%.

Tric

het several times pointed to the importance of the meeting in March. This

should be taken to mean that the ECB intends to maintain interest rates at their

present levels at the next meeting in February. We therefore expect the next rate
cut to take place in March, with a drop of a further 50bp. Thereafter, the ECB is
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y to leave rates at a level of then 1.5% for an extended period of time.

At today’s press conference, Trichet indicated again that the eurozone was in the
middle of a phase of pronounced economic weakness and that the ECB’s forecast
back in December, which suggested a decline in output in the eurozone of 0.5% in
2009, was too optimistic.

He went on to add that inflation would fall sharply until the middle of the year due to
the energy price trend, and that it would probably rise at the end of the year as
energy prices edge back up again. It was said that today’s interest rate decision took
account of easing inflationary pressure brought about by the weak economy.

Trichet clearly hinted that interest rates would be on hold in February, stating that
since the meeting would be taking place in only three weeks’ time it would not be an
important meeting with the aim of reaching decisions.

As announced back in December, the ECB has also increased the interest rate
corridor for the marginal lending rate and deposit facilities. The range of 100 base
points above and below the main refinancing rate is therefore back to what it was
before the financial crisis escalated last September. In taking this decision, the
European Central Bank is attempting to shift responsibility for the money market
back to the banks. Only a few days ago bank deposits with the ECB reached new
record highs at well over €300bn. In view of this, the move is to be welcomed.
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ECB information

Schedule of ECB's interest rate decisions
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Forecasts (% y/y)
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GDP Consumer prices

2008 2009 2008 2009

ECB
June2007 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
June 2008 1.8 1.5 3.4 2.4
September 2008 14 1.2 35 2.6
WestLB -0.5 1.0 0.5 1.7

Source ECB, middle of the projected range

2



V/WestLB

WestLB AG WestLB AG
Herzogstrasse 15 London Branch
D-40217 Disseldorf Woolgate Exchange

25 Basinghall Street
London EC2V 5HA
United Kingdom

T: +49 (0)211 826 71841 T: +44 (0)20 7020 2000
F: +49 (0)211 826 6154 F: +44 (0)20 7020 4209

Regulator: WestLB AG is authorised and regulated by the Bundesanstalt fir Finanzdienstleistungsaufsicht and by the Financial
Services Authority. It is regulated by the Financial Services Authority for the conduct of UK business.

Disclaimer

This publication has been prepared by the independent economics department within the research department of WestLB AG (“WestLB").
This report is for information purposes only.

Publications in the United Kingdom are distributed by WestLB AG London Branch, and are available only to Eligible Counterparties and
Professional Clients not Retail Clients, as defined by the rules of the Financial Services Authority. Individuals who do not have professional
experience in matters relating to investments should not rely on it.

The information contained herein has been obtained from public sources believed by WestLB to be reliable, but which may not have been
independently justified. No guarantees, representations or warranties are made as to its accuracy, completeness or suitability for any purpose.

This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument or any other action and will not form
the basis or a part of any contract.

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
opinion, estimate or projection expressed in this publication reflects the current judgement of the author(s) on the date of this report. They do
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
herein or may trade in such financial instruments with other customers on a principal basis. WestLB may act as a market maker in the
financial instruments or companies discussed herein and may also perform or seek to perform investment banking services for those
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.

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

WestLB AG Disseldorf is a member of the London Stock Exchange. WestLB AG London Branch is a member of the International Capital
Market Association.

Copyright: 2009 WestLB AG. All rights reserved.



