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ECB: Lagarde’s Non-Event(s) 

 The statement on today’s ECB monetary policy decision was nearly 

identical to the last one issued in October and provided no insights on 

the future of the Governing Council’s thinking. Eurozone forecasts, 

however, were revised marginally to the negative.   

 In contrast, Pres. Lagarde sounded a slightly more upbeat note in her 

first press conference in the role, arguing that that the Eurozone 

economy is stabilizing.  

 No major new hints were provided on the shape of the ECB’s coming 

strategic review, its first since 2003, though she did confirm that it is 

expected to be started in January and that the scope of the review would 

be “comprehensive”, which could eventually imply some mandate creep 

for the Bank.  

 With the stance of policy confirmed and forecasts little changed, both 

today’s meeting and the next few monetary-policy meetings are set up 

to be non-events from a risk perspective.  

LITTLE NEW IN LAGARDE’S DÉBUT 

The European Central Bank (ECB) Governing Council’s first monetary policy 

decision with new President Christine Lagarde at the helm did not break any 

substantial new ground. The deposit rate was held at its record-low -0.5% and the 

pace of asset purchases was held at EUR 20 bn per month. 

The Governing Council’s statement was essentially unchanged from October: it 

featured only a minor editorial update and offered no tweaks to the package of 

stimulus measures agreed in September at the end of former President Draghi’s 

term.  

The statement was aligned with Pres. Lagarde’s remarks in her first appearance 

before the European Parliament on December 2 where she indicated that the set 

of monetary stimulus measures agreed in September would remain in place, with 

the ECB staying “resolute” on the task of restoring Eurozone price stability during 

her tenure. “The ECB’s accommodative policy stance has been a key driver of 

domestic demand during the recovery, and that stance remains in place,” she 

vowed to the European Parliament. Nothing in today’s statement or the ensuing 

press conference challenged Pres. Lagarde’s prior comments. 

SLIGHTLY DOWNBEAT FORECAST BALANCED BY UPBEAT TONE  

The ECB’s real GDP growth forecast for 2020 was revised downward slightly to 

1.1%, with 1.4% expected in 2021. These forecasts added a first projection for 

2022 with real growth at 1.4% y/y and headline inflation at 1.6%, which implies 

that September’s exceptional monetary stimulus measures will remain in place 

well into 2022, somewhat longer than previously implied by the Bank’s forecasts.  

Nevertheless, Pres. Lagarde’s remarks in the press conference were slightly more 

optimistic. She noted that, “The risks surrounding the euro-area growth outlook, 
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related to geopolitical factors, rising protectionism, and vulnerabilities in emerging markets, remain tilted to the downside, but have 

become somewhat less pronounced. She went on to argue that, “There are some initial signs of stabilization in the growth 

slowdown and of a mild increase in underlying inflation.” This leaves the ECB’s outlook closely aligned with Scotiabank Economics’ 

December 5 forecasts, which are consistent with no changes in the Bank’s monetary-policy levers over the course of our existing 

forecast horizon to end-2021.  

In response to questions about possible additional monetary stimulus measures, Pres. Lagarde countered with a call “to have 

other policies join monetary policy in order to support the reduction of slack,”, and she repeated her view that governments need to 

complement the ECB’s stimulus package with fiscal measures and structural reforms.  

It has been reported that there was a push by some Governing Council members to ensure Pres. Lagarde’s opening press-

conference remarks would lead off with warnings about the costs and dangers of negative interest rates. In the event, it is reported 

that these were removed from the draft remarks because of concerns about how they could be interpreted, coming at the head of 

her first press conference. Instead, Pres. Lagarde noted that the Governing Council is “very aware of the side effects” of negative 

rates in the context of her call for governments with fiscal space to use it. The dissension evident in the last couple meetings over 

which ex-Pres. Draghi presided has clearly been paused, but not resolved.  

STRATEGIC AND “COMPREHENSIVE” REVIEW 

While the statement was, understandably, silent on the strategic review to which Pres. Lagarde had previously committed the 

Bank, in the press conference she confirmed that the review would be “comprehensive” and would include analysis of the ECB’s 

inflation target and whether it needs to be revised. While Pres. Lagarde emphasized that the review would have “no preconceived 

landing zone”, it will look at, among other things, climate change, technology, and rising inequality. As a result, the review could 

result in some mandate creep for the Bank beyond its primary focus on inflation as it “explores each and every corner” of the 

institution’s operations. The review is expected to start in January following the addition of two new Governing Council members; 

Pres. Lagarde called for it to be concluded by end-2020.  

NON-EVENT(S) AHEAD 

With the re-confirmation of monetary stimulus measures announced in September and little change to the forecasts, this first 

Lagarde-led ECB monetary-policy meeting was both a non-event and implied that the next few meetings are likely to be similarly 

quiet as focus shifts to the strategic review. Nevertheless, it’s clear that the Governing Council members who in September 

dissented from the decision to launch fresh stimulus measures will continue watching closely for side effects from negative rates 

and impose immediate pressure on Pres. Lagarde to reverse them if their fears appear to be realized.  
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