&

EUROPEAN CENTRAL BANK

EUROSYSTEM

The euro area outlook and
monetary policy

AIECE Autumn Meeting

o — = / AT
~ 7 4 | | I \ \ W
L / oy I \ \ N
7 / i / =l = \ AN N
/ / L - | | \
7 7/ oy [ | | | \
- \
/ e/ | \ ‘
4 V£ Wi | | | \
Z f | | | AN
0.1/ 1 P | | \ o\ DA
W rsi=f = | \ A \
o | \ ‘ AN
e = 4 P \ \ \ A\
777 B
,}//« // Vs - /| | \ \
) / ]
= LAY

Fédéric Holm-Hadulla, Monetary Policy Strategy
Brussels, 20 November 2025 The views expressed here are those of the speaker and do not necessarily reflect the views
of the ECB




Euro area inflation settling around target, domestic price pressures abating

HICP headline and core inflation
(annual percentage changes)
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Source: Eurostat.
Latest observation: October 2025.

Unit labour cost and unit profits

(annual percentage changes)
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Source: Eurostat.
Latest observation: 2025Q2.
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Consumption-driven recovery, supported by resilient labour market

GDP and expenditure breakdown

(quarter-on-quarter percentage changes, percentage point
contributions)
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Sources: Eurostat, ECB staff calculations.
Notes: The breakdown is for the euro area excluding Ireland.
Latest observation: 2025Q3.

Unemployment rate
(unemployment percentage)
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Source: Eurostat.

Notes: Unemployment rate represents unemployed persons as a percentage of the labour
force age 15 to 74. Youth unemployment ranges between age 15 to 24.

Latest observation: 2025Q3.
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Policy stance steered via DFR, balance sheet normalising in the background

Deposit Facility Rate

(percentages per annum)
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Sources: ECB.
Latest observation: 22 December 2025 (end of MP7) for key ECB interest rates (as
decided in the 30 October 2025 GovC meeting).

Asset side of the Eurosystem balance

sheet
(EUR trillion)
mAPP and PEPP

Longer-term credit operations (> 3m)
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Source: ECB.

Notes: Short-term credit operations refer to three-month longer-term refinancing

operations (LTROs) and main refinancing operations (MROs); long-term credit operations

refer to LTROs with a maturity longer than three months, targeted longer-term refinancing
operations (TLTROs) and other lending operations. Other assets and other liabilities cover

all other, non-monetary policy components. APP stands for asset purchase programme

and PEPP for pandemic emergency purchase programme. Latest observation: 2025Q3.
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Transmission of monetary policy to financing conditions proceeding smoothly

Policy and lending rates across hiking cycles

(percentages per annum, series normalised at 0 in t, where t corresponds to the beginning of the policy hike)
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Sources: ECB (BSI, CSEC, MIR) and ECB calculations. Notes: The ECB relevant policy rate is the Lombard rate up to December 1998, the MRO up to May 2014 and the DFR thereafter. Total credit are
loans and debt securities. MFI loans are adjusted for sales and securitisation and cash pooling. Starting months correspond to the month immediately preceding the first hike or explicit announcement of the

hike of the cycle. Hiking cycles considered those starting in: June 1988, October 1999, November 2005 and May 2022. Latest observation: July 2025.
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High savings rate and sluggish recovery in credit as important factors to watch

Households savings rate
(percentages)

Credit-to-GDP gap across univariate filters

and multivariate model-based approaches
(percentages of GDP)
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Source: Eurostat.

Notes: Household savings rate is computed as gross saving of households as a ratio of
adjusted gross disposable income. The historical average is the average of observation
between 1999Q4 and 2019Q4.

Latest observation: 2025Q2.
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Sources: BIS, ECB, ECB forecast database and ECB computations.

Notes: The shaded area reports the range of gap estimates across an ensemble of
methods and definitions of total credit, using univariate filtering techniques.

Latest observations: 2025Q1.
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Savings rate providing households with margins to raise spending fu

Contributions to the change in the household saving rate
(percentage point changes since the second quarter of 2022 and percentage point contributions)
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Source: Eurostat, ECB, ECB and Eurostat (QSA) and ECB calculations.
Notes: The chart shows the contributions of labour income, real net wealth, real interest rates, COVID, other income and consumer confidence to the cumulative changes in the household saving
rate since the second quarter of 2022, based on an estimated error correction model for private consumption growth and taking the growth in real household income as given.
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10-year EA OIS rate expectations and
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term premia component
(percentages per annum)
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Sources: Bloomberg, LSEG and ECB calculations.
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Notes: The decomposition of the 10-year OIS spot rate into expected rates and term
premia is based on two affine term structure models, with and without survey information
on rate expectations (both variations of Joslin, Singleton and Zhu (2011)), and a lower
bound term structure model following Geiger and Schupp (2018) incorporating survey
information on rate expectations. The latest observations are for 14 November 2025.

Policy expectations remarkably stable, short-term moves in line w. data-dependence

ECB Monetary Policy Statement

Inflation at around 2% medium-term target &
assessment of outlook broadly unchanged

Follow data-dependent & meeting-by-
meeting approach

Decisions based on inflation outlook & risks
surrounding it

GovC not pre-committing to a particular rate
path
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Staff baseline projections see inflation stabilise around target

Euro area HICP inflation
(annual percentage changes)
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Source: Eurostat, ECB and Eurosystem staff projections.
Notes: The vertical line indicates the start of the current projection horizon. The ranges shown around the central projections provide a

measure of the degree of uncertainty and are symmetric by construction. They are based on past projection errors, after adjustment for
outliers. The bands, from darkest to lightest, depict the 30%, 60% and 90% probabilities that the outcome of HICP inflation will fall within
the respective intervals. For more information, see the box entitled “lllustrating the uncertainty surrounding the projections” in the March
2023 ECB staff macroeconomic projections for the euro area..
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https://www.ecb.europa.eu/press/projections/html/ecb.projections202303_ecbstaff~77c0227058.en.html#toc10

m the external side

Real GDP growth HICP inflation

(percentage points) (percentage points)
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Sources: ECB-BASE model and the multi-country multi-sector model by Aguilar P. et al. (2025), and ECB staff calculations.
Notes: The striped areas show the marginal trade network effects that are estimated using the multi-country multi-sector model by comparing results from a model without intermediate goods input-output
substitution in the production of goods with those from a model that incorporates them. The solid bars show the ECB-BASE model results where the trade network effects are implicitly captured by the model.
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