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ECB preview: Summer and interest break until September 
Authors: Dr Frederik Kunze // Dr Norman Rudschuck, CIIA 

 

 Back to the meeting-by-meeting approach 
 So here it is: The “small” interest rate turnaround – announced far too early and partly 

carried out against one’s own convictions. And here it is again: the often-quoted meeting-
by-meeting approach. In our opinion, this was neglected in June and, contrary to the eter-
nal preaching (catch phrase: “We never pre-commit!”), a reduction in June was decided far 
too early. Patience is the order of the day again in July: little new data, the first reduction 
has hardly been digested or is hardly more than a signal effect anyway. The only thing that 
will be more boring is August, because there is no meeting scheduled there. So, everyone is 
actually looking to September – and December again. But let's stay in the here and now. 
Admittedly, things are not easy for the ECB at the moment: downgrade of France, difficult 
election results or no clear majorities in Belgium, France and after the European elections, 
the EU is sending blue letters to various debt offenders, and at the same time Brussels is 
reprimanding Germany for not investing enough. “Fiscal consolidation is likely to weigh on 
domestic demand and potentially hamper public investment,” the Brussels authority report 
said. In addition, everyone is always looking at the USA: What will the Federal Reserve do 
until the end of the year and how is the presidential election campaign of the old white 
men on the other side of the Atlantic going? 

 And now? 
 The (further) path has rarely been as unclear as it is currently. In our opinion, anyone who, 

after the interest rate cut in June, relies on another one in July, might be building on sandy 
ground. But even those who – like us – expect the second reduction in 2024 in September 
could be disappointed. October was never really on the table. And what is the Fed actually 
doing until December, in contrast to the ECB? Today, as part of this edition of our preview, 
we are looking at why we believe in a maximum of two further interest rate cuts by the 
end of the year. Why we always expect at least one break after taking a step. Why the 
PEPP still has a certain relevance (keyword: quantitative tightening). And why we really 
hope that the TPI stays where it belongs – in the drawer. In addition, there is no “F” in 
“TPI”, which makes it seem completely inappropriate for France, as the “I” always stood 
for Italy behind closed doors. 

 The roadmap for the remainder of 2024 
 The year of interest rate cuts continues to cast its shadow ahead. In our opinion, the music 

plays in the second half of the year. During this period the ECB will meet on the following 
dates: 

• 18 July 

• 12 September – incl. new staff projections 

• 17 October 

• 12 December – incl. new staff projections, then for the first time for 2027 
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 ECB key interest rates (in %; incl. interest rate pause expected by us) 
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 Source: ECB, Bloomberg, NORD/LB Floor Research 

 Opinions from the inner ECB circle: Taking stock in July 
 Given the political developments of the past few weeks, July 1st almost seems like a dis-

tant past. On that day in Sintra, ECB President Christine Lagarde once again emphasized 
the data-dependent meeting-by-meeting approach. She confirmed this a few days later: 
“We need a lot of data. I'm not sure whether we'll get this data at every single meeting of 
the ECB's monetary policy council.” We see a clear indication here of a pause in interest 
rates. Ultimately, the data situation in advance cannot be viewed as really extensive. 
Council member Joachim Nagel recently shared the usual mantra and made it clear that 
interest rate decisions would not be made on “autopilot”. But what does the data tell 
council members in detail? For ECB chief economist Lane, 2024 is the last year of “high 
wages” and he sees wage increases in 2025 at a more “normal level”. Opinions from cen-
tral bankers who discuss the dangers of “undershooting” the 2% target are also likely to 
provide an exciting discussion. Mario Centeno recently highlighted the development of 
producer prices. We would rather view the danger of inflation falling too quickly in the 
common currency area as an outsider's opinion. There are different opinions from the 
camp of monetary policy hawks. Pierre Wunsch was actually not very convinced that more 
than two interest rate cuts in 2024 would be adequate. In addition, the July date was too 
early for a further step and therefore spoke of at best a “theoretical option” for the next 
meeting. The head of the French central bank, François Villeroy de Galhau, commented on 
the situation in France. The monetary politician, who spoke to the press with a surprisingly 
short time before the next council meeting, appealed to reason and cited two “golden 
rules” in a radio interview with “Franceinfo” last Thursday. Firstly, the country's companies 
should not have their competitiveness burdened. Secondly, deeper deficits cannot be 
“digged” as these would cause more costs and place a strain on one’s own sovereignty. 
The council member also sees the danger that the “inflation shock” could now be followed 
by an “uncertainty shock” with consequences for growth and employment. In our opinion, 
there is little to suggest that the meeting in July will serve more than to take stock of the 
situation. Time also brings new data and helps to assess the disruptive potential of uncer-
tainty. 

https://www.ecb.europa.eu/press/key/date/2024/html/ecb.sp240701~ba1ae1bd25.en.html
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Minutes from the June meeting: Not everyone without a stomachache? 

 On July 4th, the ECB published the minutes of the central bank meeting on June 5th and 
6th. What we did not really find surprising in the wake of the interest rate cut in June was 
the fact that the only dissenter who spoke out against the move was Robert Holzmann. 
Against this background, in our opinion it is at least remarkable when looking at the 
Minutes that other council members also expressed their concerns. In this context, the 
protocol refers more to “greater uncertainty in the outlook” and “not increased their con-
fidence” with regard to achieving the 2% inflation target by 2025. In our opinion, a real 
contradiction to the propagated data dependency can even be seen because, according to 
the minutes, “these considerations suggested that cutting interest rates was not fully in 
line with the principle of data-dependence, and that there was a case for keeping interest 
rates unchanged at the current meeting.” In our opinion, it is also worth emphasizing at 
this point the Council's growing confidence in the ECB projections. Given the increased 
uncertainty, greater forecast accuracy would of course be a welcomed support in decision-
making. We have regularly highlighted this important set of topics in the past and see the 
most recent minutes on “diminishing projection errors” and “renewed confidence” as an 
indication that the relevance of the projections has become more important in the deci-
sion-making of the Governing Council of the ECB. The minutes do not, in principle, indicate 
any change in the stance of the Governing Council regarding future meetings: “In view of 
continuing uncertainty surrounding the disinflationary process and the bumpy path ahead, 
it was seen as important to maintain a data-dependent and meeting-by-meeting approach 
to determining the appropriate level and duration of restriction, and there should be no 
pre-commitment to a particular rate path, so that full optionality could be retained.” 

French agencies (10y) Spread: OATs minus Bunds (10y, in bp) 
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Source: Bloomberg, NORD/LB Floor Research 

 
French tensions 

 First France's downgrade, then Macron's perceived defeat in the European elections, fol-
lowed by snap elections at record speed – things are currently getting tough for France. A 
widening of the spreads can be seen with the naked eye for the French agencies. UNEDIC is 
comparatively stable; the regulatory advantage (risk weighting: 0%) over Bpifrance and 
AFD plays a role here. 

https://www.ecb.europa.eu/press/accounts/2024/html/ecb.mg240704~fbde4f46aa.en.html
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Just don't even think about activating the TPI, please 

 The movements of BPIFRA and AGFRNC (the two tickers visible in the graphic) from nega-
tive territory to over 40bp and almost 60bp respectively have been coupled with the 
above-mentioned downgrade of the French state and the resulting cascade of downgrades 
for the French agencies gained further momentum with the snap elections. In the mean-
time, we had even noticed a calming down (dip before the last sharp rise). The spread be-
tween German and French government bonds was last this high at over 80bp in 2012. We 
would describe this as a significant tension, but due to the home-made problems we see 
no reason for the ECB to even think about activating the Transmission Protection Instru-
ment (TPI). After the election, things have calmed down (spread: around 65bp). After all, 
two French agencies, BPIFRA and SFILFR, were directly active on the primary market once 
the run-off elections were over and before the big French summer break began. Since the 
TPI was not created for the covered bond market or banks, we will focus here exclusively 
on the public sector as debtors. 

Implied Overnight Rate 27.12.2023 Implied Overnight Rate 11.07.2024 
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Source: Bloomberg, NORD/LB Floor Research 

 
Our expectations for July 18th: sensible interest rate break 

 We assume that the ECB Council will pause interest rates on all three main rates - and then 
meet again in September with an open mind. As we expected and as communicated by the 
ECB, the meetings remain data-based so as not to use “data-driven” again. As a result, we 
expect a maximum of two interest rate cuts by the end of the year, most likely in Septem-
ber and December. On December 14, 2023, the Governing Council of the ECB already an-
nounced that it would continue to fully reinvest the principal payments from maturing 
securities purchased in H1/2024 under the PEPP and decrease the PEPP portfolio on aver-
age by EUR 7.5bn per month from July 1, 2024. At the same time, the Governing Council of 
the ECB announced that it would end reinvestments under the PEPP at the end of 2024. 
And then we would have the request we have already made: the TPI remains in the draw-
er. There has been no talk about the minimum reserve: a few months ago some were call-
ing for an increase in the quota, which was usually 2% before 2011. Robert Holzmann even 
brought 5% or 10% into play. The rate currently stands at 1% and is increasingly rarely the 
subject of discussion lately. 
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Conclusion and outlook 

 July and August, the months of the big summer and interest break this year. In our opinion, 
the ECB Governing Council should pause at the next meeting and not cut interest rates. He 
was not supposed to do this again until September. We are looking forward to all meetings 
with new “staff projections” with excitement. At the end of 2023, we had already decided 
on very few interest rate cuts in 2024 and also pointed out that cutting too quickly could 
be more damaging. The most likely timetable includes at most two further cuts in 2024, 
namely in September and December. This would therefore always be part of the new 
“staff projections”. There would be something varied: one session down, one session off – 
and then all over again. 2025 is currently still a black box for us, as the first step of the re-
ductions has only just been taken. We are also wondering where the discussion has gone 
about the minimum reserve ratio, which not so long ago should at least have been dou-
bled from 1% to 2% or, according to individual opinions, should have even reached levels 
of 5% or even 10%. We would also very much like it if the TPI remained on the shelf with a 
view to France. After all, the interest rate difference between German and French gov-
ernment bonds (10y) recovered by more than 15bp to around 65bp after previously being 
over 80bp. 
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any individual financial instrument and the relevant prospectus published with respect thereto as well NORD/LB’s relevant registration form, all of which are 
available for download at www.nordlb.de and may be obtained free of charge from NORD/LB, Georgsplatz 1, 30159 Hanover, shall be solely binding. Further-
more, any potential investment decision should be made exclusively on the basis of such (financing) documentation. The present information cannot replace 
personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investment advice with 
respect to the appropriateness of an investment in financial instruments or investment strategies subject to this information as well as for other and more 
recent information on certain investment opportunities. 
 
Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks in addition to politi-
cal, fair value, commodity and market risks. The financial instruments could experience a sudden and substantial deterioration in value, including a total loss of 
the capital invested. Each transaction should only be entered into on the basis of the relevant investor’s assessment of his or her individual financial situation as 
well as of the suitability and risks of the investment.  
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NORD/LB and its affiliated companies may participate in transactions involving the financial instruments described in the present information or their underly-
ing basis values for their own account or for the account of third parties, may issue other financial instruments with the same or similar features as those of the 
financial instruments presented in this information and may conduct hedging transactions to hedge positions. These measures may affect the price of the 
financial instruments described in the present information. 
 
If the financial instruments presented in this information are derivatives, they may, depending on their structure, have an initial negative market value from the 
customer's perspective at the time the transaction is concluded. NORD/LB further reserves the right to transfer its economic risk from a derivative concluded 
with it to a third party on the market by means of a mirror-image counter transaction. 
 
More detailed information on any commission payments which may be included in the selling price can be found in the “Customer Information on Securities 
Business" brochure, which is available to download at www.nordlb.de. 
 
The information contained in the present report replaces all previous versions of corresponding information and refers exclusively to the time of preparation of 
the information. Future versions of this information will replace this version. NORD/LB is under no obligation to update and/or regularly review the data con-
tained in such information. No guarantee can therefore be given that the information is up-to-date and continues to be correct. 
By making use of this information, the Recipient shall accept the terms and conditions outlined above. 
 
NORD/LB is a member of the protection scheme of Deutsche Sparkassen-Finanzgruppe. Further information for the Recipient is indicated in clause 28 of the 
General Terms and Conditions of NORD/LB or at www.dsgv.de/sicherungssystem. 
 
Additional information for Recipients in Australia: 
NORD/LB IS NOT A BANK OR DEPOSIT TAKING INSTITUTION AUTHORISED UNDER THE 1959 BANKING ACT OF AUSTRALIA. IT IS NOT SUPERVISED BY THE AUS-
TRALIAN PRUDENTIAL REGULATION AUTHORITY. NORD/LB does not provide personal advice with this information and does not take into account the objec-
tives, financial situation or needs of the Recipient (other than for the purpose of combating money laundering). 
 
Additional information for Recipients in Austria: 
None of the information contained herein constitutes a solicitation or offer by NORD/LB or its affiliates to buy or sell any securities, futures, options or other 
financial instruments or to participate in any other strategy. Only the published prospectus pursuant to the Austrian Capital Market Act should be the basis for 
any investment decision of the Recipient. For regulatory reasons, products mentioned herein may not be on offer in Austria and therefore not available to 
investors in Austria. Therefore, NORD/LB may not be able to sell or issue these products, nor shall it accept any request to sell or issue these products to inves-
tors located in Austria or to intermediaries acting on behalf of any such investors. 
 
Additional information for Recipients in Belgium: 
Evaluations of individual financial instruments on the basis of past performance are not necessarily indicative of future results. It should be noted that the 
reported figures relate to past years. 
 
Additional information for Recipients in Canada: 
This report has been prepared solely for information purposes in connection with the products it describes and should not, under any circumstances, be con-
strued as a public offer or any other offer (direct or indirect) to buy or sell securities in any province or territory of Canada. No financial market authority or 
similar regulatory body in Canada has made any assessment of these securities or reviewed this information and any statement to the contrary constitutes an 
offence. Potential selling restrictions may be included in the prospectus or other documentation relating to the relevant product. 
 
Additional information for Recipients in Cyprus: 
This information constitutes an analysis within the meaning of the section on definitions of the Cyprus Directive D1444-2007-01 (No. 426/07). Furthermore, this 
information is provided for information and promotional purposes only and does not constitute an individual invitation or offer to sell, buy or subscribe to any 
investment product. 
 
Additional information for Recipients in the Czech Republic: 
There is no guarantee that the invested amount will be recouped. Past returns are no guarantee of future results. The value of the investments may rise or fall. 
The information contained herein is provided on a non-binding basis only and the author does not guarantee the accuracy of the content. 
 
Additional information for Recipients in Denmark: 
This Information does not constitute a prospectus under Danish securities law and consequently is not required to be, nor has been filed with or approved by 
the Danish Financial Supervisory Authority, as this Information either (i) has not been prepared in the context of a public offering of securities in Denmark or the 
admission of securities to trading on a regulated market within the meaning of the Danish Securities Trading Act or any executive orders issued pursuant there-
to, or (ii) has been prepared in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market in reli-
ance on one or more of the exemptions from the requirement to prepare and publish a prospectus in the Danish Securities Trading Act or any executive orders 
issued pursuant thereto. 
 
Additional information for Recipients in Estonia: 
It is advisable to closely examine all the terms and conditions of the services provided by NORD/LB. If necessary, Recipients of this information should consult 
an expert.  
 
Additional information for Recipients in Finland: 
The financial products described herein may not be offered or sold, directly or indirectly, to any resident of the Republic of Finland or in the Republic of Finland, 
except pursuant to applicable Finnish laws and regulations. Specifically, in the case of shares, such shares may not be offered or sold, directly or indirectly, to 
the public in the Republic of Finland as defined in the Finnish Securities Market Act (746/2012, as amended). The value of investments may go up or down. 
There is no guarantee of recouping the amount invested. Past performance is no guarantee of future results. 

http://www.nordlb.de/
http://www.dsgv.de/sicherungssystem
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Additional information for Recipients in France: 
NORD/LB is partially regulated by the “Autorité des Marchés Financiers” for the conduct of French business. Details concerning the extent of our regulation by 
the respective authorities are available from us on request. The present information does not constitute an analysis within the meaning of Article 24 (1) Di-
rective 2006/73/EC, Article L.544-1 and R.621-30-1 of the French Monetary and Financial Code, but does represent a marketing communication and does quali-
fy as a recommendation pursuant to Directive 2003/6/EC and Directive 2003/125/EC. 
 
Additional information for Recipients in Greece: 
The information contained herein gives the view of the author at the time of publication and may not be used by its Recipient without first having confirmed 
that it remains accurate and up to date at the time of its use. Past performance, simulations or forecasts are therefore not a reliable indicator of future results. 
Investment funds have no guaranteed performance and past returns do not guarantee future performance. 
 
Additional information for Recipients in Indonesia: 
This report contains generic information and has not been tailored to the circumstances of any individual or specific Recipient. This information is part of 
NORD/LB’s marketing material. 
 
Additional information for Recipients in the Republic of Ireland: 
This information has not been prepared in accordance with Directive (EU) 2017/1129 (as amended) on prospectuses (the “Prospectus Directive”) or any 
measures made under the Prospectus Directive or the laws of any Member State or EEA treaty adherent state that implement the Prospectus Directive or such 
measures and therefore may not contain all the information required for a document prepared in accordance with the Prospectus Directive or the laws. 
 
Additional information for Recipients in Japan: 
This information is provided to you for information purposes only and does not constitute an offer or solicitation of an offer to enter into securities transactions 
or commodity futures transactions. Although the actual data and information contained herein has been obtained from sources which we believe to be reliable 
and trustworthy, we are unable to vouch for the accuracy and completeness of this actual data and information. 
 
Additional information for Recipients in South Korea: 
This information has been provided to you free of charge for information purposes only. The information contained herein is factual and does not reflect any 
opinion or judgement of NORD/LB. The information contained herein should not be construed as an offer, marketing, solicitation to submit an offer or invest-
ment advice with respect to the financial investment products described herein. 
 
Additional information for Recipients in Luxembourg: 
Under no circumstances shall the present information constitute an offer to purchase or issue or the solicitation to submit an offer to buy or subscribe for 
financial instruments and financial services in Luxembourg. 
 
Additional information for Recipients in New Zealand: 
NORD/LB is not a bank registered in New Zealand. This information is for general information only. It does not take into account the Recipient's financial situa-
tion or objectives and is not a personalised financial advisory service under the 2008 Financial Advisers Act. 
 
Additional information for Recipients in the Netherlands: 
The value of your investment may fluctuate. Past performance is no guarantee for the future.  
 
Additional information for Recipients in Poland: 
This information does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance Regarding Information Consti-
tuting Recommendations Concerning Financial Instruments or Issuers thereof dated 19 October 2005. 
 
Additional information for Recipients in Portugal: 
This information is intended only for institutional clients and may not be (i) used by, (ii) copied by any means or (iii) distributed to any other kind of investor, in 
particular not to retail clients. The present information does not constitute or form part of an offer to buy or sell any of the securities covered by the report, nor 
should it be understood as a request to buy or sell securities where that practice may be deemed unlawful. The information contained herein is based on in-
formation obtained from sources which we believe to be reliable, but is not guaranteed as to accuracy or completeness. Unless otherwise stated, all views 
contained herein relate solely to our research and analysis and are subject to change without notice. 
 
Additional information for Recipients in Sweden: 
This information does not constitute (or form part of) a prospectus, offering memorandum, any other offer or solicitation to acquire, sell, subscribe for or 
otherwise trade in shares, subscription rights or other securities, nor shall it or any part of it form the basis of or be relied on in connection with any contract or 
commitment whatsoever. The present information has not been approved by any regulatory authority. Any offer of securities will only be made pursuant to an 
applicable prospectus exemption under the EC Prospectus Directive (Directive (EU) 2017/1129), and no offer of securities is being directed to any person or 
investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action would require additional prospectuses, 
other offer documentation, registrations or other actions. 
 
Additional information for Recipients in Switzerland: 
This information has not been approved by the Federal Banking Commission (merged into the Swiss Financial Market Supervisory Authority (FINMA) on 1 Janu-
ary 2009). NORD/LB will comply with the Directives of the Swiss Bankers Association on the Independence of Financial Research (as amended). The present 
information does not constitute an issuing prospectus pursuant to article 652a or article 1156 of the Swiss Code of Obligations. The information is published 
solely for the purpose of information on the products mentioned herein. The products do not qualify as units of a collective investment scheme pursuant to the 
Federal Act on Collective Investment Schemes (CISA) and are therefore not subject to supervision by FINMA. 
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Additional information for Recipients in the Republic of China (Taiwan): 
This information is provided for general information only and does not take into account the individual interests or requirements, financial status and invest-
ment objectives of any specific investor. Nothing herein should be construed as a recommendation or advice for you to subscribe to a particular investment 
product. You should not rely solely on the information provided herein when making your investment decisions. When considering any investment, you should 
endeavour to make your own independent assessment and determination on whether the investment is suitable for your needs and seek your own professional 
financial and legal advice. NORD/LB has taken all reasonable care in producing this report and trusts that the information is reliable and suitable for your situa-
tion at the date of publication or delivery. However, no guarantee of accuracy or completeness is given. To the extent that NORD/LB has exercised the due care 
of a good administrator, we accept no responsibility for any errors, omissions, or misstatements in the information given. NORD/LB does not guarantee any 
investment results and does not guarantee that the strategies employed will improve investment performance or achieve your investment objectives. 
 
Information for Recipients in the United Kingdom: 
NORD/LB is subject to partial regulation by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority (PRA). Details of the scope of regula-
tion by the FCA and the PRA are available from NORD/LB on request. The present information is "financial promotion". Recipients in the United Kingdom should 
contact the London office of NORD/LB, Investment Banking Department, telephone: 0044 / 2079725400, in the event of any queries. An investment in financial 
instruments referred to herein may expose the investor to a significant risk of losing all the capital invested.  
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