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Euro area monetary policy: Quarterly 
overview, September 2024 
Inflation in focus: dynamics, forecasts and expectations 

According to the latest Eurostat estimates, the annual 
headline inflation rate, measured by the Harmonised Index 
of Consumer Prices (HICP), dropped to a three-year low of 
2.2% in August, down from 2.6% in July. Core inflation, 
which excludes energy and food from the HICP, remained 
steady at 2.8% in August 2024. The decline in headline 
inflation was largely attributed to the ECB’s restrictive monetary 
policy and the continued pass-through of earlier energy price 
declines. Core inflation has gradually trended downward, 
fluctuating around 3%, but it has remained persistent at these 
levels. Figure 1 (left) shows different contributions to headline 
inflation in the euro area. Services inflation remains in the 
focus, as it is the component that has been increasing for some 
time. Please refer to the Annex for headline (Table 3) and core 
(Table 4) inflation rates in Member States. 

Underlying inflation indicators remained largely stable in July (Figure 1, right). Domestic inflation 
(goods and services intended for local consumption with minimal dependence on imports) still remains high 
due to strong wage growth. Labour cost pressures, along with the growth in unit labour costs and 
compensation per employee are easing, while profits are helping to partially mitigate the impact of rising 
wages on inflation. There are ongoing pressures related to negotiated wages, particularly with 
negotiations in Germany and among various auto workers' unions across many euro area countries. While 
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 Headline inflation moves closer to 
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framework comes into effect. 
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https://ec.europa.eu/eurostat/en/web/products-euro-indicators/w/2-18092024-ap
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some wage increases are expected in the first half of 2025, the overall trend is downward. Wage growth may 
experience a temporary rise in late 2024 and early 2025 before continuing its decline.  

The disinflation process should benefit from easing labour cost pressures and the gradual effects of 
previous tightening measures on inflation. Despite this, inflation is expected to increase at the end 
of this year due to one-off base effects, which are not linked to any changes in the monetary policy stance. 
Inflation could end up higher than expected if wages or profits grow more than projected. Rising 
geopolitical tensions could also push up shipping and energy costs, thus disrupting trade, while food prices 
continue to be affected by climate change. On the other hand, inflation might be lower than expected if 
monetary policy reduces demand more than initially anticipated or if the global or euro area economy 
worsens unexpectedly1. Long-term inflation expectations are around 2%, with market-based measures 
getting closer to this since the July Governing Council meeting. 

According to the latest ECB staff macroeconomic projections (September 2024), headline inflation in 
the euro area is moderating falling from 5.4% at the end of 2023 to 2.5% in 2024. It is then expected to 
reach 2.2% in 2025 and 1.9% in 2026. Inflation is thus expected to reach the 2% target at the end of 2025. 
The outlook for inflation has remained stable relative to the June projections as the ECB staff expects energy 
prices to be broadly neutral in the medium-term and food inflation to continue fall. Overall, core inflation is 
projected to stay above headline levels as services inflation remains “stubbornly high”. It is, however, 
expected to gradually fall in the course of the horizon in light of wage growth moderation and the fading 
impact of the monetary policy tightening. The projections recognise the uncertainty surrounding future 
energy commodity prices, with alternative developments having potential significant impacts on the 
economic outlook, particularly on inflation. For a comparison of recent euro area inflation forecasts and 
more details on the euro area economic outlook please refer to EGOV briefing on the latest EU and euro area 
economic developments and projections. 

                                                             
1 More details available on the ECB website. 

Figure 1: Contributions to HICP inflation in euro area, in percentage points (left) and underlying 
measures of inflation, in % (right) 

  
 
Note: Last observation on the left hand side is August 2024. Frequent-out-of pocket purchases represent purchases made by 
consumers at least once a month, these are transactions that are paid for directly and actively; supercore includes only those items 
from the HICP inflation measure, excluding energy and food that are considered sensitive to economic slack, as indicated by the 
output gap.  
Source: EGOV elaboration based on Eurostat and ECB Data Portal. 
 

https://www.ecb.europa.eu/press/projections/html/ecb.projections202409_ecbstaff%7E9c88364c57.en.html#toc10
https://www.europarl.europa.eu/RegData/etudes/BRIE/2020/645716/IPOL_BRI(2020)645716_EN.pdf
https://www.ecb.europa.eu/press/press_conference/monetary-policy-statement/2024/html/ecb.is240912%7E4f7b17040c.en.html
https://ec.europa.eu/eurostat/databrowser/view/prc_hicp_manr/default/table?lang=en
https://data.ecb.europa.eu/search-results?searchTerm=supercore
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The latest Survey of Professional 
Forecasters (SPF) reveals minor changes in 
headline and core inflation expectations. 
Figure 2 shows that headline inflation is 
expected to reach the 2% target next year. 
Core inflation expectations were marginally 
increased compared to the previous round for 
2024 and 2025, by 0.1 p.p., while remaining at 
2% for 2026. Measured uncertainty remains 
elevated, and the balance of risks is now 
broadly balanced. The main uncertainties and 
upside risks relate to labour market and wage 
developments and geopolitical factors (both 
upside and downside). Some respondents saw 
weak growth as a downside risk. Longer-term 
inflation expectations (five years ahead) 
remain anchored at the 2% target.  

Monetary policy decisions 

European Central Bank  

In its last Governing Council meeting on 12 September, the ECB further eased its monetary policy 
stance by lowering the key policy rate (the deposit facility rate, DFR) by 25 basis points (bps), 
continuing the shift that began in June. Given the ECB’s recent assessment of the inflation outlook, 
underlying inflation dynamics, and the effectiveness of monetary policy transmission, the Governing 
Council decided that it is appropriate to further ease the degree of monetary policy stance. For details on 
the previous ECB’s Governing Council decisions, please refer to the July 2024 EGOV briefing on euro area 
monetary policy developments. 

Following the ECB’s operational framework review (see details below), the spread between the DFR 
and the marginal refinancing operations (MRO) rate has been narrowed to 15 bps. As a consequence, 
from 18 September, the DFR stands at 3.50%, the MRO at 3.65% and the main lending facility (MLF) at 3.90%. 

In a recent speech, ECB chief economist Philip Lane explained the decision regarding the DFR. Mr Lane 
noted that this level allows the ECB to manage inflationary shocks by slowing the pace of rate cuts in the 
coming quarters. He stated that lowering the DFR to 3.50% instead of maintaining it at 3.75% offers better 
protection against downside risks that could hinder economic recovery and lead to a significant 
undershooting of the inflation target over the horizon. 

Although the ECB’s communication indicates the potential for further rate cuts, the timing and scale 
of any future policy rate cuts remain unclear. The ECB stated that it will continue to adjust its policy rates 
based on incoming data and a meeting-by-meeting approach, without committing to a specific rate path. 
During the press conference, ECB President Christine Lagarde did not provide indications about future rate 
decisions, only stating that the Governing Council remains committed to returning inflation to its 2% 
medium-term target and will keep policy rates restrictive as needed. However, President Lagarde 
highlighted that progress on underlying inflation was not satisfactory, particularly since services inflation 
remains sensitive to wage increases.  

Data indicates that financing conditions remain tight, as the effects of previous interest rate hikes 
continue to impact the economy. Average interest rates for new loans to non-financial corporations and 
households stayed high at 5.1% and 3.8%, respectively. Credit growth remains sluggish amid weak demand, 

Figure 2: SPF inflation expectations  

 
Source: EGOV elaboration based on ECB, SPF 2024Q3. 

https://www.ecb.europa.eu/press/pr/date/2024/html/ecb.mp240912%7E67cb23badb.en.html
https://www.europarl.europa.eu/thinktank/en/document/IPOL_IDA(2025)760232
https://www.ecb.europa.eu/press/key/date/2024/html/ecb.sp240916%7Ec0eff5db57.en.html
https://www.ecb.europa.eu/stats/ecb_surveys/survey_of_professional_forecasters/html/ecb.spf2024q3%7E98dde869e4.en.html#toc2
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with banks in the euro area set to see the lowest credit growth in a decade, with housing market being hit 
the hardest. Lending to households for house purchases (mortgage lending) in Europe is expected to see 
zero growth in 2024 due to high interest rates, though a recovery is anticipated by 2025 (for more 
information please see FT article). Composite cost of borrowing for both households (Table 5) and non-
financial corporations (Table 6) across euro area countries is displayed in Annex. 

According to the ECB’s most recent Survey of Monetary Analysts (SMA), one further 25 bps interest 
rate cut is expected by the end of the year and then four more in 2025. From there, the DFR is expected 
remain at 2.25% until the end-2027 and beyond. Figure 3 shows the expected path of the DFR and the 
expected size of Eurosystem’s bond holdings. The survey was conducted at the end of August, thus before 
the Federal Reserve’s sizeable (50 bps) interest rate cut in September.  

 

Figure 3: Market expectations, deposit facility rate (left) and Eurosystem bond holdings (right), SMA 
median response 

 
Source: EGOV elaboration based on SMA, September 2024. 

https://www.ft.com/content/b9b1facf-64f4-4304-9554-7027a59cfbe7?accessToken=zwAGIvQAF3HIkdO5sfrPZPRDBNOVVHAnpZz75w.MEUCIQDP-By7xnyTHI3Jy0GnnRzx_pJVu6LfP28TvMjGTm2O-AIgCvu54GLj6RE7dJeC25ZnNVzfNuYMeKpcEtOkftHumVA&sharetype=gift&token=2a7c58fc-cb76-4a4d-ad56-ea911315a872
https://www.ecb.europa.eu/stats/ecb_surveys/sma/shared/pdf/ecb.smar240916_september.en.pdf?8cc9d84c6b1b77b33c3236e6007ae912
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Balance sheet policies 

The Eurosystem’s balance sheet has been reduced by more than a quarter since the start of the 
tightening in July 2022. Compared with the Federal Reserve, the Eurosystem’s reduction was more 
significant in relative terms Figure 4)2, despite the faster monthly pace of the Fed’s quantitative tightening 
(QT) - reduced from USD 90 billion to USD 60 billion per month from June 2024. The faster reduction of 
Eurosystem’s balance sheet is due to TLTRO III repayments, with more than EUR 2.3 trillion repaid by euro 
area banks so far. Going forward, TLTRO III will not play a significant role in the further reduction of the 
balance sheet, with only one remaining operation maturing in December 2024, and an outstanding amount 
of EUR 29.2 billion.  

Since July 2023, the ECB is continuing with QT through a gradual unwinding of its asset purchase 
programme (APP) holdings, by stopping reinvestments of maturing assets and letting them “run off” 
the Eurosystem’s balance sheet. This means that principal repayments are no longer reinvested and the 
stock of assets held by the Eurosystem is reduced at a pace that depends on the monthly amount of 
redemptions. Looking forward, in the period between September 2024 and July 2027, the monthly average 
will be EUR 29 billion, with large variations from EUR 12 billion in December 2025 to EUR 51 billion in April 
2026.  

From July 2024, the Pandemic Emergency Purchase Programme (PEPP) is also included in the QT 
operation. Since then, reinvestments are reduced by EUR 7.5 billion on average per month, and from 
January 2025 reinvestments will be discontinued altogether. PEPP reinvestments, therefore, will continue 
to act as a “first line of defence against fragmentation”, only until the end of 2024. After that, the ECB will rely 
on the Transmission Protection Instrument, TPI, (and Outright Monetary Transactions, OMT, which remains 
part of the toolkit, as stated in the TPI announcement) to deal with fragmentation risks. Unlike the APP, the 
ECB currently does not publish the monthly redemption amounts for the PEPP, making it impossible to know 
precisely the pace of unwinding from January 2025.  

                                                             
2 Week 115 refers to week of 9 - 13 September 2024. 

Figure 4: Eurosystem and Federal Reserve, balance sheet reduction by week since July 2022, in % 

 
Source: EGOV elaboration based on ECB and Federal Reserve. 

 

 

https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.pr220721%7E973e6e7273.en.html
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Current market expectations of the future pace of unwinding of bond portfolios suggest a moderate 
and stable reduction over the next 10 years, with an expected amount of EUR 1 trillion on the 
Eurosystem’s balance sheet in 2033. Figure 3 above shows expected future APP and PEPP holdings, based 
on the September 2024 SMA. Respondents’ APP indications suggest an average monthly reduction of EUR 
27 billion until the end of 2027. Concerning the PEPP, modest reductions of about EUR 15 billion average 
per month on average are expected from 2025, when the ECB will stop reinvestments.  

ECB’s operational framework review and 2025 assessment of monetary policy strategy 

The ECB's operational framework review, which introduced changes to the implementation of 
monetary policy, was published on 13 March 2024. While relatively modest, its timing and impact were 
significant for monetary policy implementation, with effects visible from the ECB’s monetary policy 
decisions in September. It indicated five principles that should guide the monetary policy implementation: 
effectiveness, robustness, flexibility, efficiency and open market economy. 

Key features of the review include narrower spreads and the introduction of new structural tools: 

 Monetary policy stance will continue to be steered through the DFR, and short-term money 
market rates are likely to evolve near the DFR. Thus, the ECB employs the soft floor system requiring to 
maintain a larger balance sheet compared to the pre-crisis corridor system. 

 MRO and the three-month longer-term refinancing operations (LTROs) will be conducted through 
established fixed-rate tenders with full allotment against broad collateral. Moreover, MRO will remain 
a key in meeting banks’ liquidity needs, although key ECB rates will be adjusted to maintain new 
level of spreads and stimulate banks to rely on market-based funding solutions.  

 Structural LTROs and a structural portfolio of securities will be added to the toolkit once the 
Eurosystem balance sheet begins to grow durably again and will be calibrated not to interfere with 
the monetary policy stance. The portfolios stemming from asset purchase programme (APP) and the 
pandemic emergency purchase programme (PEPP) are expected to continue to run off. 

 Minimum reserve requirement (MRR) stays at 1%, and the remuneration for minimum reserve 
stays at 0%. 

 A comprehensive collateral framework will continue to be in place for refinancing operations. 

There was no definition on the specific target for the amount of excess liquidity to be maintained in 
the system given the high uncertainty on banks’ liquidity demand and future distribution of liquidity across 
euro area countries. The next review of the parameter framework is scheduled for 2026, or earlier if 
necessary. 

The ECB has disclosed key elements of its 2025 assessment of monetary policy strategy which will 
focus on two main areas: economic developments since the COVID-19 pandemic and the implications 
for monetary policy3. The assessment will include an analysis of cyclical and structural factors affecting 
inflation and the economy based on recent trends, exploring how these factors may evolve in the coming 
years while identifying the inflation challenges the ECB may face. By reviewing lessons from both low and 
high inflation periods using various monetary policy instruments throughout the monetary policy cycle, the 
ECB will consider how risk and uncertainty should guide their policy decisions and communication. In 
addition, the ECB aims to explore potential enhancements to its analytical tools, including different sources 
of data and forecasting techniques. 

Major central banks are currently reducing policy rates as evidence suggests that the inflationary 
surge is easing. The Federal Reserve in particular began its monetary policy loosening in September later 

                                                             
3 For more details refer to the speech by President Lagarde on 20 September 2024, and the speech by Philip Lane on 16 September 2024. 

https://www.ecb.europa.eu/press/pr/date/2024/html/ecb.pr240313%7E807e240020.en.html
https://www.ecb.europa.eu/press/key/date/2024/html/ecb.sp240920%7E7edac96692.en.html
https://www.ecb.europa.eu/press/key/date/2024/html/ecb.sp240916%7Ec0eff5db57.en.html
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than the ECB and from a higher level, with a 50 basis point rate cut that came a surprise to some market 
participants (see further details below). 

Federal Reserve’s recent decision 

During its last meeting on 19 September 2024, the Federal Open Market Committee (FOMC) of the US 
Federal Reserve (Fed) decided to cut its target range for the federal funds rate by half a point to a 
range of 4.75% and 5% (down from between 5.25% and 5.5%). This decision is noteworthy for a number 
of reason.  

First, it is the first time in over four years that the Fed has slashed its federal fund rates and it comes 
after five meetings in 2024 where it kept the range stable at the level originally set in July 2023. This 
seems related to the attempt to guarantee a “soft landing” of the US economy. As the Federal Reserve has a 
dual mandate, it is shifting its focus from bringing inflation back to target to addressing a cooling off of the 
labour market amidst rising unemployment and slower monthly growth of the labour market. Recent data 
from the US Bureau of Labour Statistics show the unemployment rate sitting at 4.2% in August 2023 and 
FOMC members expect it to reach 4.4% by the end of the year. Instead, headline inflation, as measured by 
the Consumer Price Index for All Urban Consumers (CPI-U), sits at 2.5%. The Fed relies on the Personal 
Consumption Expenditure (PCE) Price Index, which was 2.5% in July 2024  and is expected to fall to 2.3% by 
the end of 2024 by the FOMC. For further details on FOMC expectations see Summary of Economic 
Projections. 

Second, the magnitude of the cut is notable. The last time the Fed cut its target rate by 0.5% was during 
the COVID-19 pandemic in 2020 as it usually prefers a more gradual cut of a quarter of point. The severity of 
the cut might be interpreted as a further commitment to ensure that the US economy remains in a healthy 
shape and a recession is avoided. The Fed had previously indicated that a cut would come forth and was 
broadly expected to start the easing with a 0.25% reduction. In terms of market expectations, it is now 
anticipated that in the following years an additional 8 cuts would take place, whereas the FOMC is only 
forecasting 6 additional changes.  

Third, it is the first time since 2005 that a member of the FOMC (Michelle Bowman) dissented from a 
rate decision. Ms Bowman agreed to a cut in principle but of a lower size (0.25%). Within the FOMC, there 
seems to lack a clear consensus as to the speed of easing. Overall, FOMC Members are further projecting the 
policy rate to fall again by another 0.5% by the end of 2024 and to continue declining to a range of 3.25-
3.5% by the end of 2025. 

Table 1: Major monetary policy decisions and developments in other jurisdictions 

Central bank Last meeting Headline 
inflation 

Policy rate Change in policy 
rate 

Exchange rate / 
EUR 

ECB 12/09/2024 2.2% 3,50% ↓ 25 bps / 

Bank of Canada  4/09/2024 2.0% 4,25% ↓ 25 bps 1.5044 CAD ↑ 

Federal Reserve 17-18/09/2024 2.5% 4.75%-5.00% ↓ 50 bps 1.1194 USD ↑ 

Bank of England 19/09/2024 2.2% 5.00% = 0.8365 GBP ↑ 

Bank of Japan 19-20/09/2024 3.0% 0.25% = 161.49 JPY ↑ 
Notes: Last update for EUR exchange rates (EUR 1 = ...) was on 25 September 2024 at 17:46. For headline inflation figures, we use 
HICP (ECB) in August 2024, total CPI (Canada) in August 2024, CPI in August 2024 (UK), PCE in July 2024 (Federal Reserve) and CPI in 
August 2024 (Japan). Policy interest rates are the Deposit Facility Rate (DFR) for the ECB, the target for the overnight rate for the 
Bank of Canada, the federal funds rate for the Federal Reserve, the Bank rate for the Bank of England and the uncollateralised 
overnight call rate for the Bank of Japan. 
Sources: ECB, Euro foreign exchange reference rates, Bank of England, Bank of Canada, Federal Reserve, Bank of Japan, e-Stat.  

https://www.newyorkfed.org/markets/reference-rates/effr
https://www.bls.gov/charts/employment-situation/civilian-unemployment-rate.htm
https://www.bls.gov/news.release/cpi.nr0.htm
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20240918.pdf
https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20240918.pdf
https://www.ecb.europa.eu/home/html/index.en.html
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/index.en.html
https://www.bankofengland.co.uk/
https://www.bankofcanada.ca/rates/indicators/key-variables/key-inflation-indicators-and-the-target-range/
https://www.federalreserve.gov/
https://www.boj.or.jp/en/
https://www.e-stat.go.jp/en/stat-search/files?page=1&layout=datalist&toukei=00200573&tstat=000001150147&cycle=1&year=20240&month=23070908&tclass1=000001150149&stat_infid=000040205222&result_back=1&cycle_facet=tclass1&tclass2val=0
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The decision also comes amidst heightened political scrutiny ahead of the presidential elections on 5 
November 2024. Already in July, former President and Republican nominee Donald Trump had exerted 
pressure on the Fed Chair, Jerome Powell, not to cut rates. This decision, which was welcomed by incumbent 
Democrats, might therefore set the stage for a bumpy relationship between the White House and the Chair 
of the Fed should Trump become President again. 

From a euro area perspective, the Fed cut does not seem to have any immediate direct implication 
for conduct of monetary policy by the ECB. In the ECB Governing Council, it might offer an upper hand to 
more dovish Governing Council members calling for a faster easing of the monetary policy stance, though 
it is unlikely to get much support. Similarly, market expectations on the ECB key rates did not move following 
the change. Instead, the ECB might indirectly benefit by this large cut of the Fed as it might drive up 
foreign demand, thus pushing euro area exports. This, in turn, might further lead to appreciation of the 
euro, further supporting the ongoing disinflationary efforts. 

Monetary Dialogue of 30 September 2024 

The first Monetary Dialogue with ECB President Christine Lagarde of the 10th legislative term will take 
place on 30 September 2024. For this occasion, the ECON Committee has selected two topics for external 
expertise:  
 1. Assessment of the ECB’s monetary policy stance  

 2. How relevant is the Capital Markets Union (CMU) for Monetary Policy?  

The first topic provides a platform to take stock of the decisions undertaken by the Governing Council 
in its last meetings since the previous Dialogue of 15 February 2024 (i.e. June, July and September 
decisions). In this context, experts were asked to review the current monetary policy stance - both in terms 
of interest rate and balance sheet developments - evolution of inflation outlook, other central banks’ 
decisions as well as other challenges going forward. The topic also anticipates a stronger focus of the ECON 
Committee on reviewing more systemically the latest ECB decisions and monetary policy stance by means 
of its Monetary Dialogues. 

Table 2: External expertise provided ahead of September 2024 Monetary Dialogue 

Assessment of the ECB’s monetary policy stance 

Authors Title Abstract 

C. Blot & J. Creel 

The ECB’s 
Monetary 
Policy Stance 
in 
Perspective 

In this paper, different assessments of the ECB’s monetary policy stance are reviewed, 
beyond the mere observation of the sharp rise and subsequent decline of the policy rate. 
Overall, the monetary policy stance has been more moderate during the tightening 
cycle than what has been indicated by the policy rate increase. However, following the 
decline in energy prices, this past and relatively mild restrictive policy stance poses a risk 
to economic activity. 

N. Sonnenberg 

From 
Aggressive 
Rate Hikes to 
Gradual 
Easing 

The ECB’s interest rate hikes since 2022 aimed to curb inflation by tightening financial 
conditions and dampening aggregate demand. While price pressures for food and goods 
have eased, persistent inflation in the services sector remains a key concern. Although 
the ECB is expected to gradually ease its restrictive stance by 2025, inflation challenges could 
re-emerge. The ECB should be careful not to undermine its commitment to price 
stability by loosening monetary policy too aggressively.  

  

https://www.europarl.europa.eu/doceo/document/ECON-OJ-2024-09-30-1_EN.html
https://www.europarl.europa.eu/cmsdata/288429/1297447-3_EN.pdf
https://www.europarl.europa.eu/cmsdata/288773/OFCE_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288773/OFCE_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288773/OFCE_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288773/OFCE_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288773/OFCE_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288666/KIEL%20Sept%202024_final.pdf
https://www.europarl.europa.eu/cmsdata/288666/KIEL%20Sept%202024_final.pdf
https://www.europarl.europa.eu/cmsdata/288666/KIEL%20Sept%202024_final.pdf
https://www.europarl.europa.eu/cmsdata/288666/KIEL%20Sept%202024_final.pdf
https://www.europarl.europa.eu/cmsdata/288666/KIEL%20Sept%202024_final.pdf
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How relevant is the Capital Markets Union (CMU) for Monetary Policy? 

Authors Title Abstract 

C. Wyplosz 
One Money, 
One Financial 
Market 

Bringing all European financial markets under one roof, the CMU, stands to provide 
European savers and borrowers with better opportunities. This, in turn, is expected to 
boost long-term growth and to improve the functioning of the Economic and Monetary 
Union (EMU). Yet, powerful private and public interest groups have been able so far to stand 
in the way of this transformation. Most governments are torn between the benefits from 
CMU and the pressure of these interest groups. 

A. Pekanov 

The Capital 
Markets 
Union – an 
extra feather 
to the EMU 

The first 10 years of the CMU have been marked by minimalistic progress. The unfinished 
nature of the CMU has direct relevance for the ECB by affecting financing conditions in 
Member States and eroding the risk-sharing ability of the EMU, imposing a higher 
burden on the ECB to act as “the only game in town”. It has even bigger implications for the 
long-term investment opportunities and economic performance of the EU. This calls for a 
renewed approach and narrative on the CMU to gather political support to move forward. 

The second topic investigates the link between CMU and the conduct of monetary policy in the euro 
area, assessing whether and how the lack of integration of capital markets in the EU are hindering the 
effective implementation of a single monetary policy.  

As per the practices of the previous term, on 25 September 2024 the ECON Committee held a preparatory 
meeting with selected experts (Charles Wyplosz, Christophe Blot and Ester Faia) to discuss their papers. 

Please refer to Table 2 for a full overview of external expertise provided ahead of this Monetary Dialogue. 

Disclaimer and copyright. The opinions expressed in this document are the sole responsibility of the authors and do not necessarily represent 
the official position of the European Parliament. Reproduction and translation for non-commercial purposes are authorised, provided the 
source is acknowledged and the European Parliament is given prior notice and sent a copy. © European Union, 2024.  
 
Contact: egov@ep.europa.eu 

 
This document is available on the internet at: www.europarl.europa.eu/supporting-analyses 

 
 

Box 1: Relevance of the CMU for the ECB 

Discussions on the importance of integrating EU capital markets are not new at the ECB as already in 1999, then-
ECB President Willem Duisenberg underlined the importance of integrating euro area capital markets.  

More recently, in March 2024, the Governing Council of the European Central Bank (ECB) issued a statement on the 
CMU emphasising that “[f]or the Eurosystem, achieving a single market for capital is imperative” for five key reasons: 

1. A savings and sustainable investment union would allow to boost the EU’s productivity and 
competitiveness, including by achieving the goals of the green and digital transitions, supporting 
medium-term price stability. 

2. By supporting innovation in Europe, the CMU would allow to promote the diffusion of technology and 
productivity growth. 

3. Improved private risk-sharing across the euro area would address the shortcomings of a single monetary 
policy in responding to localised shocks while preventing financial fragmentation and safeguarding the 
transmission of monetary policy. 

4. The CMU would lead to a stronger international role of the euro boosting the EU’s strategic autonomy.  
5. Capital market integration would also promote integration of the EU’s banking sector and the resilience 

of EU banks. 

The statement also puts forward some potential actions for the ECB to contribute to the CMU including the support 
to the development of a pan-European infrastructure to provide “European financial markets with a single pool of 
euro liquidity in central bank money guaranteeing safety, efficiency and integration at the core”. 

 

https://www.europarl.europa.eu/cmsdata/288667/Wyplosz%20Sept%202024%20-FINAL.pdf
https://www.europarl.europa.eu/cmsdata/288667/Wyplosz%20Sept%202024%20-FINAL.pdf
https://www.europarl.europa.eu/cmsdata/288667/Wyplosz%20Sept%202024%20-FINAL.pdf
https://www.europarl.europa.eu/cmsdata/288799/DIW%20Pekanov_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288799/DIW%20Pekanov_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288799/DIW%20Pekanov_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288799/DIW%20Pekanov_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288799/DIW%20Pekanov_Sept%202024%20-%20Final.pdf
https://www.europarl.europa.eu/cmsdata/288791/MD%20Preparatory%20Meeting_25092024_REV%201.pdf
mailto:egov@ep.europa.eu
http://www.europarl.europa.eu/supporting-analyses
https://www.ecb.europa.eu/press/key/date/1999/html/sp990614.en.html
https://www.ecb.europa.eu/press/pr/date/2024/html/ecb.pr240307%7E76c2ab2747.en.html
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ANNEXES 

          
 

Table 3: Headline HICP inflation rates by euro area Member State, % 

 
Source: ECB Data Portal. 

Table 4: Core HICP inflation rates by euro area Member State, % 

 
Source: ECB Data Portal. 
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Table 5: Composite cost of borrowing, households for house purchase,% 

 
Source: ECB Data Portal. 

Table 6: Composite cost of borrowing, non-financial corporations, % 

 
Source: ECB Data Portal. 
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