
PREVIEW: ECB Policy Announcement due at 13:15BST/08:15EDT
on Thursday, 11th June 2026

Expected to hike by 25bps, taking the Deposit Rate to 2.25%. Justified by the assessment that the ECB is past the March
baseline and is closer to the adverse scenario.
Alongside this, inflation forecasts will likely be upgraded and growth downgraded across 2026. The cut off date will have
influence on the 2026 inflation view, with a later date likely to see less hawkish projections. For growth, any signs of or
commentary around a technical recession being possible.
Guidance from the statement will be non-commital with the ECB to perhaps stress a vigilant approach to policymaking, which
could be interpreted as a hawkish-nod. Lagarde may be somewhat more explicit vs the statement, in an attempt to stop
inflation expectations from becoming unanchored.

OVERVIEW: Recent developments place the ECB somewhere between the baseline and adverse scenarios outlined in March. An
assessment that chimes with expectations for a 25bps hike and supports keeping options open for the remainder of the year.
However, the balancing act between growth and inflation means that pre-committing to further tightening is not necessary at this
point. Instead the ECB, whether via the statement and/or President Lagarde, will likely emphasise that it will be vigilant, or words to
that effect, in safeguarding against price pressures in the EZ while acknowledging the deteriorating growth environment.

EUR/USD and the German 10yr yield approach the meeting around 1.1550 and 3.05% respectively. The market basecase, of a 25bps
hike, elevated inflation forecasts and downgraded growth forecasts alongside no firm commitment to further tightening, would likely
see a modest hawkish reaction in the above. If the ECB is more direct and places less emphasis on growth and more on inflation,
alongside opening the door more explicitly to further tightening, ING looks for EUR/USD and the 10yr yield to rise to 1.1650 and
3.10%; levels we last traded at on the 2nd of June and 21st of May respectively. A more hawkish outcome, particularly a
statement/press conference that signals the start of a tightening cycle, could see 1.1700 and 3.15%.

PREVIOUS MEETING: In April, the ECB held the Deposit Rate at 2.00% as expected. The statement emphasised that the US is well
positioned to navigate the current period of uncertainty, and as such they were not pre-committing to a particular rate path, sticking
to a data-dependent and meeting-by-meeting approach. No new forecasts in April, but the commentary emphasised that upside
inflation risks had “intensified”, while longer-term expectations remained “well anchored”. On the growth side, downside risk had
“intensified”. The statement sparked a mild dovish reaction, as outside calls for a more hawkish shift were unwound. The
subsequent press conference saw President Lagarde unveil that the ECB debated a rate hike, but the decision to hold rates was
unanimous. A press conference that sparked a hawkish reaction in European assets. The hawkish skew was added to by
subsequent sources, suggesting that a June hike was seen as very likely, Reuters reported.

PRICES: Mayʼs inflation data had a headline rate of 3.2%, ticking up from the 3.0% in April. Pertinently, the ECBʼs HICP Y/Y forecast
for 2026 is 2.6% in the baseline, 3.5% in the adverse and 4.4% in the severe scenario. As such, the May print took the bloc further
away from the baseline and towards the adverse projection, a point that factors firmly in favour of tightening monetary policy;
though the gap to the severe scenario means a 50bps move or pre-committing to tightening post-June are not warranted yet. Within
the May series, the internals saw further upside in the energy component and pertinently a jump in Services, to 3.5% from 3.0%.
Continuing with May, the Final S&P PMIs showed price pressures intensifying “to their most worrying for over three years, hinting at
inflation potentially running close to 4% in the coming months.”. A view that, if shared among policy setters, could see some in
favour of more explicit guidance than the statement and/or Lagarde are likely to give. From the ECB itself, the latest Consumer
Expectations Survey for April (released in June) vs March, showed one- and five-year consumer expectations remain the same at
4.0% and 2.4% respectively. While the three-year view moderated to 2.9% (prev. 3.0%). Figures that are all above the 2% long-
term target, however, the unchanged view shows that expectations were not unanchored in April and, while somewhat dated,
provides policymakers with further scope to take an “insurance” hike, given the clear price pressures, but not commit to anything
further at this stage.

For the new macroeconomic projections, the above points to an upgrade of at the very least the baseline view, but likely also one or
possibly both of the alternative scenarios. Specifically, Nordea expects the 2026 baseline to lift to 3.0% (prev. 2.6%). One point of
nuance in the forecasts, particularly for prices, is the cutoff date. In March, the ECB used an exceptionally late cut-off date and a
very small date range for the assessment. The above is based on that being repeated and an early June cut-off being used. If not,
then the technical assumptions around energy will be significantly higher and as such the near-term inflation view would be more-
hawkish vs a later cut-off.

ECONOMY: Q1 GDP for the EZ stood at -0.2% Q/Q, after being subject to a marked downward revision in the 3rd estimate from
0.15%. However, some of this stems from a -12.1% print from Ireland, hit by the unwind of tariff and pharmaceutical related activity
in the comparison. A more timely indication courtesy of the S&P PMI for May points to another -0.2% Q/Q print in Q2, bar any
significant shift in June; if realised in the hard data, that would see the EZ enter a technical recession. Furthermore, the PMI showed
a pick up in labour market losses. Unemployment data from member nations remains weak, with the EZ figure in April ticking up to
6.3% (prev. 6.2%). The most timely data available at the time of writing is the German GfK for June, which was bleak at -29.8
though it did improve slightly from -33.3 despite NIM outlining that the “negative impact of the conflict in the Middle East remains
largely unchanged…”.

For the new macroeconomic projections, the data is indicative of a downgrade. In March, the 2026 baseline, adverse and severe
scenarios were 0.9%, 0.6% and 0.4% respectively. Nordea looks for the 2026 baseline to be downgraded to 0.7%. Taking the ECB
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closer but not to the adverse scenario from March, and as such chimes with the narrative for an insurance hike and while it does not
aid the argument for further 2026 tightening, it does not shut the door to a post-June move.

COMMENTARY: Overall, commentary chimes with consensus for a 25bps hike in June, given recent economic developments, but
that it is too soon to commit to any tightening thereafter. Recently, Schnabel (26th May) outlined that prices are between the
baseline and the adverse scenario, adding that “in terms of persistence, we have actually moved beyond the adverse scenario,
which assumed a rapid normalisation of oil prices.”. Prior to that, on the 26th of May, Schnabel said that they should hike in June
irrespective of the peace proposal. Simkus (29th May) described a near term move as an insurance hike, but also downplayed the
impact of even 50bps of tightening over 2026, noting that the timing for a second move is less clear. In terms of forward guidance,
Lane (26th May) remarked that they will not be pre-commiting to a particular path after June.
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