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ECB: WAIT, MEET LESS, AND SEE 

Berenberg Macro Flash 

 

No major decisions at the ECB, but interesting details on the June decisions and a new meeting frequency from next 

year. After its June rate cuts and liquidity announcements, the ECB is working on the implementation. It is unlikely to take 

any further steps in the near term, except if the recovery weakens significantly or reverses. The forward guidance on interest 

rates remained unchanged. They will stay low or lower for an “extended” period of time. The ECB made no connect be-

tween the fixed rate full allotment regime which the ECB had extended to 2016 at the last meeting and interest rates. An 

interview Draghi gave in June had seemed to suggest that, but he denied that he had intended to make the link in the press 

conference. The Governing Council wants to maintain the flexibility also to raise rates earlier if necessary. In any case, we do 

not expect a rate hike before Q1 2016. 

 

More cuts in the main rate are unlikely and would be technical in nature. But the ECB could tweak the deposit rate. That 

would change the corridor between the main rate and the deposit rate. The wider that is, the more it encourages interbank 

lending. Especially after the completion of the AQR that could become an option. 

 

No news on QE . The ECB remains unanimously committed to using non-standard tools to ease policy if necessary. That 

kept the door to more action open, even though no further information on the triggers, likelihood and sequencing vis-à-vis 

the TLTROs emerged at this meeting. We continue to expect the ongoing recovery and the easing steps the ECB has taken 

to be sufficient to support growth and gradually bring inflation back to target. QE is not needed. 

 

Predictably, after the BIS report on alleged overheating in financial markets due to extremely low central bank interest 

rates, Draghi faced several questions on the ECB’s view on this. As other central bank heads like the Fed’s Yellen and the 

Bank of England’s Carney, Draghi referred to macro-prudential tools as the first line of defence. Given that euro area stocks 

are still 10-15% on average below their pre-crisis peaks in real terms, the ECB is less under pressure on this front. 

 

NEW MEETING SCHEDULE AND MINUTES 

From January onwards, the ECB will lower the frequency of meetings to 6-weekly from monthly and publish minutes or 

“accounts”. The ECB is still discussing the format and content of the minutes. Draghi highlighted that the change did not 

mean the ECB would be less active, but might help market volatility due to pre-meeting speculation. If necessary, the ECB 

will still be able to change rates quickly enough. But the main reason is likely to be organisational issue. Agreeing minutes 

among 19 governors and the ECB executive board members will take time between meetings. It may also allow a bit more 

management and decision time for the new supervisory tasks of the ECB. 

 

DETAILS: GENEROUS TLTROs 

The TLTROs should be attractive for banks because they can lock in very low interest rates until September 2018. That 

makes the limit on them potentially important. The first two auctions will be limited to 7% of lending to the non-financial 

private sector excluding household mortgages, roughly €400bn. 

 

The remaining six auctions between March 2015 and June 2016 will be tied to net lending in this segment from April 2014 

onwards above a benchmark. Those banks which had had rising lending up until April 2014, will have a zero benchmark 

(see dotted blue line in our chart below) and will be able to borrow three times their net lending.  But in order not to punish 

banks in the periphery, those which had been deleveraging until April 2014 have another year to complete the process. For 

their benchmark, their average monthly net lending in the twelve months leading up to April 2014 will be extrapolated until 

April 2015. If their loan book is larger than that at the time of the auctions, they can borrow three times that amount. These 

clarifications put the allotment scheme between the two extreme scenarios we had analysed in our ECB preview. We cannot 

calculate the precise limit on the LTROs, but it could be significantly higher than the initial allowance of €400bn. That could 

provide a significant boost to lending after the completion of the asset quality review. 
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Chart for illustration only: split benchmarks for 2015-2016 TLTROs 

 
Change in MFI lending to the Eurozone non-financial private sector, excluding household mortgages, € bn. Red line = actual change in lending 

and extrapolated latest trend (dashed red line). Blue line: benchmark lending under zero net lending assumption (dashed blue line) and extrapola-

tion of trend in 12 months leading up to April 2014 (solid blue line), continued until April 2015, no change thereafter. Source: ECB, Berenberg 

calculations 

For more details see our ECB preview note from 1 July 2014 
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