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ECB: Waiting for Data to Confidently Cut in June 

• The ECB left all monetary policy settings unchanged, as was widely expected. We 

maintain our forecast for a 25bps cut by the ECB at its June 6th decision with the 

ECB watching data over the next eight weeks (inflation and wages) before 

beginning its easing cycle. 

• Lagarde said the ECB does not want to ‘pre-commit’ to a rate path (even after the 

first rate cut), but the lack of pushback to the possibility of a June rate cut means 

it’s a high bar for the ECB to stand pat then. 

• The small US PPI miss and comments by Fed officials were the main driver of 

European market swings, with a slight hint of a negative impact from the ECB 

decision on European yields and the EUR. Markets are penciling in 20bps in cuts by 

June, and 75bps by year-end.  

No surprises here, so we’ll keep it brief. The ECB left all monetary policy settings 

unchanged, as was widely expected. Today’s rate announcement comes just five weeks 

after the March 7th meeting where the ECB unveiled a new set of forecasts (namely, lower 

inflation) and at which Lagarde had already indicated they would not have enough 

information at hand by this week’s meeting to adjust policy. We continue to expect a 

25bps cut by the ECB at its June 6th decision that will be followed by an additional 75bps 

in easing through the remainder of the year. 

Maybe some thought that the ECB would more clearly tee up a June rate cut today, while 

others maybe expected the bank to show a bit more apprehension to signaling openness 

to near-term cuts. The latter result seemed relatively more likely to us than the former, 

particularly as it relates to the 15–20% year-to-date increase in crude oil prices and, to a 

lesser degree, a delay to the start of Fed cuts. The statement and presser fell somewhere 

in between. 

The ECB “will know a little more in April but a lot more in June” is what Lagarde said at the 

March decision, and that remains the case. The ECB can afford to watch data, prices, and 

market developments over eight weeks and then choose whether to cut. This simple 

reaction function had already pitched today’s decision as a placeholder in between 

rounds of data-watching. Unfortunately, we have a long wait until the next Euro Area CPI 

prints in late-April to significantly shift cut timing and size bets. 

Lagarde said the ECB does not want to ‘pre-commit’ to a rate path (even after the first 

rate cut), but the lack of pushback to the possibility of a June rate cut means it’s a high 

bar for the ECB to stand pat then. It wasn’t a widely-shared view, but Lagarde noted that a 

few participants felt sufficiently confident on the path for inflation to cut today.  

There was little in terms of noteworthy statement changes, but the conditions for a rate 

cut were explicitly laid out in today’s monetary policy decision statement—conditions that 

Lagarde and co have already mentioned in past speeches or pressers. The statement now 

reads “If the GC’s updated assessment of the inflation outlook, the dynamics of underlying 

inflation and the strength of monetary policy transmission were to further increase its 

confidence that inflation is converging to the target in a sustained manner, it would be 

appropriate to reduce the current level of monetary policy restriction.” ‘Updated 

assessment’ is obvious code for the June forecast round, where they will have key Q1 

wages data and a couple more months of inflation data to revise projections.  

The new text highlights again the continued decline in inflation (led by food and goods 

prices) and that most measures of underlying inflation are easing, but it now notes the 

gradual moderation of wages growth and that firms are absorbing higher labour costs. 
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This is a shift from the more worrying language in the March statement that noted “domestic price pressures remain high, in part owing to 

strong growth in wages.” The ECB will also now ensure that its “policy rates will *stay* sufficiently restrictive” versus “policy rates will *be 

set* at…”; it’s a marginal change that seems intended to eliminate the possibility of a hike (that no one expects).  

The release of a marginal miss in US PPI—on the heels of yesterday’s CPI beat—released between the ECB’s statement and Lagarde’s 

presser was the main catalyst of a rally in EGBs and the EUR, with only a small share of the bid in European debt possibly explained by the 

set of ECB communications. At writing, two hours after the statement release, German yields are roughly back to pre-statement levels with 

the long-end underperforming alike the move in USTs. Markets have ~20bps in implied ECB cuts by June (as pre-statement) and a total of 

75bps by year-end (ditto); this compares to unchanged Fed June pricing and December incorporating a marginal 2/3bps in additional 

easing totaling 41bps. As global yields rebounded, the mood turned a bit more sour to now have the EUR down a small 0.1% vs the USD and 

practically flat versus the GBP, both compared to pre-decision levels.  

 



April 11, 2024 

FLASH REPORT 

3 Global Economics  

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections contained herein are our own as of the date hereof and are subject 

to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as 

to their accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct or consequential loss arising from 

any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any financial instrument, nor shall this 

report be construed as an opinion as to whether you should enter into any swap or trading strategy involving a swap or any other transaction. The information contained in this report is not intended to 

be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A 

thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy 

involving a swap or any other transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or 

disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as managers, co-managers or underwriters of a public offering 

or act as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, 

Scotiabank may receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, directors and employees of Scotiabank and 

its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any issuer and security discussed in this report, and consult 

with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its 

affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institución de Banca Múltiple, Grupo 

Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. – all members of the Scotiabank group and 

authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the Office of the Superintendent of Financial 

Institutions Canada. The Bank of Nova Scotia is authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK 

Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is 

authorized by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican 

financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 


