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Investment Research — General Market Conditions   

    
 At today’s meeting, ECB decided to slow its PEPP bond purchases to a ‘moderately 

lower pace of net asset purchases under the pandemic emergency purchase programme 

(PEPP) than in the previous two quarters.’ This slowdown was widely expected and 

probably as close to the market consensus as there could be. The entire press conference 

unfolded in a quite predictable fashion.  

 The ECB gave further guidance of the next re-calibration to take place at the December 

meeting, which was widely as expected. The ‘calibrate, not taper’ narrative gave us 

deja-vu of the December 2016 press conference. Further TLTRO operations will be 

discussed alongside the general stance at the December meeting, but will be data 

dependent.  

 EUR/USD was largely unchanged on the day , with Bund yields slightly lower and intra-

euro area spreads tighter.  

Monetary policy considerations 

President Lagarde provided only the highlights on how ECB thinks about the upcoming 

QE buying calibration, but fell short of commenting on what ‘moderately’ actual means in 

terms of numbers. In our view, we expect ECB to revert to a purchase pace of EUR60bn 

per month, as the increase from EUR60bn/month from the start of the year to the 

EUR80bn/month during Q2 and Q3 corresponds to 33%. Going back to EUR60bn per 

month would be a 25% reduction.  

When asked about the idea proposed by Chief Economist Lane that you cannot view the 

APP in isolation of the net supply, Lagarde confirmed this. We estimate that for the 

remainder of the year, the ECB will buy between EUR 325bn and EUR 350bn, which 

roughly corresponds to the full gross issuance in the EGB and EU space of c. EUR 350bn.  

When asked about the rising market based inflation expectations, as measured by the 5y5y 

inflation swap, she said that they ‘pay attention’ to the rise in inflation swaps, but her 

answer didn’t have a connotation to make us judge if this is giving rise to concern at the 

ECB.  

Recovery on track, inflation surge still temporary 

As we expected, both the growth and inflation outlook were revised up in the new staff 

projections. At the press conference Lagarde stressed that rebound phase in the recovery 

of the euro area economy is increasingly advanced, building on the success of the 

vaccination campaign. Output is expected to exceed its pre-pandemic level by the end of 

the year and the labour market is also improving rapidly, which holds out the prospect of 

higher incomes and greater spending. That said, the global spread of the Delta variant could 

yet slow the recovery in global trade and delay the full reopening of the economy. The 

number of workers in job retention schemes also remains substantial. Risks to the growth 

outlook are still seen as broadly balanced. 
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Expected ECB PEPP net purchases 

 
Source: Macrobond and Danske Bank 

 

Financial tightening a determinant for 

PEPP implementation  

 
Note: Past performance is not a reliable indicator 

of current or future results.  

Source: Macrobond, Danske Bank 

  

Flash: ECB Research 

Saving the battle for December 

mailto:phai@danskebank.dk
mailto:amih@danskebank.dk
mailto:lsm@danskebank.dk


 

2 |     9 September 2021 https :/ /researc h.dans kebank.com 
 

 

Flash: ECB Research  

The current rise in inflation is still seen as largely temporary by the ECB , with 

underlying price pressures building up only slowly. Wages are expected to grow only 

moderately and inflation in the medium term is still foreseen only at 1.5%. While inflation 

expectations have continued to increase, they remain too far from the 2% target for the 

ECB’s liking. That said, Lagarde also mentioned the risk that prolonged supply bottlenecks 

could feed through into higher than anticipated wage rises and more persistent price 

pressures. This will be a key focus area for ECB in the coming months.  

Overall, we largely share the ECB’s cautiously optimistic outlook for the economy 

and transitory inflation narrative  (see Big Picture - Delta delayed recovery, 6 

September). That said, with inflation expected to print above the ECB's target for the 

remainder of this year, we would not be surprised to see hawks in the ECB's Governing 

Council to become more vocal about pro-inflationary risks in the coming months. Fiscal 

rather than monetary policy will increasingly determine how the euro area recovery 

continues in 2022 and in that respect the outcome of Germany’s upcoming parliamentary 

election will play a crucial role in our view (see also German Politics Monitor - The tables  

are turning left, 9 September).  

 

  

 

Economic outlook has brightened 

 

Source: ECB, Danske Bank 

 

Inflation still only seen at 1.5% over 

medium-term  

 
Source: ECB, Eurostat, Macrobond Financial, 

Danske Bank 

 

ECB projections 

September 2021
2021 2022 2023

GDP growth
5.0%

(4.6%)


4.6%
(4.7%)


2.1%

(2.1%)


HICP inflation
2.2%

(1.9%)


1.7%
(1.5%)


1.5%

(1.4%)


Core inflation
1.3%

(1.1%)


1.4%
(1.3%)


1.5%

(1.4%)


Parenthesis are the old ECB projections (from June 2021)

https://research.danskebank.com/research/#/Research/article/cf1c02e7-3a8f-41ca-9980-edb14808f1e2/EN
https://research.danskebank.com/research/#/Research/article/277a2a8f-3f3c-4563-be2d-4e949b9b0fd0/EN
https://research.danskebank.com/research/#/Research/article/277a2a8f-3f3c-4563-be2d-4e949b9b0fd0/EN
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Disclosures 
This research report has been prepared by Danske Bank A/S (‘Danske Bank’ ). The authors of this research report 

are P iet P . H. Christiansen, Chief Analyst, Aila Mihr, Senior Analyst, and Lars Sparresø Merklin, Senior Analyst. 

Analyst certification 

Each research analyst responsible for the content of this research report certifies that the views expressed in the 

research report accurately reflect the research analyst’ s personal view about the financial instruments and issuers 

covered by the research report. Each responsible research analyst further certifies that no part of the compensation 

of the research analyst was, is or will be, directly or indirectly, related to the specifi c recommendations expressed 

in the research report. 

Regulation 

Authorised and regulated by the Danish Financial Services Authority (Finanstilsynet). Deemed authorised by the 

Prudential Regulation Authority. Subject to regulation by the Financial Conduct Au thority and limited regulation 

by the Prudential Regulation Authority. Details of the Temporary Permissions Regime, which allows EEA -based 

firms to operate in the UK for a limited period while seeking full authorisation, are available on the Financial 

Conduct Authority’s website. 

Danske Bank’s research reports are prepared in accordance with the recommendations of the Danish Securities 

Dealers Association. 

Conflicts of interest 

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality 

research based on research objectivity and independence. These procedures are documented in Danske Bank’s 

research policies. Employees within Danske Bank’s Research Departments have been instructed that any request 

that might impair the objectivity and independence of research shall be referred to Research Management and the 

Compliance Department. Danske Bank’s Research Departments are organised independently from, and do not 

report to, other business areas within Danske Bank.  

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes 

investment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance 

or debt capital transactions. 

Financial models and/or methodology used in this research report 

Calculations and presentations in this research report are based on standard econometric tools and methodology as 

well as publicly available statistics for each individual security, issuer and/or country. Documentation can be 

obtained from the authors on request. 

Risk warning 

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis 

of relevant assumptions, are stated throughout the text. 

Expected updates 

None 

Date of first publication 

See the front page of this research report for the date of first publication. 

General disclaimer 
This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should 

not be considered investment, legal or tax advice. It does not constitute or form part of, and shall under no 

circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial 

instruments (i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned 

herein and/or options, warrants, rights or other interests with respect to any such financial instruments) (‘Relevant 

Financial Instruments’ ). 

This research report has been prepared independently and solely on the basis of publicly available information that 

Danske Bank A/S considers to be reliable but Danske Bank A/S has not independently verified the contents hereof. 

While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or 

warranty, express or implied, is made as to , and no reliance should be placed on, the fairness, accuracy, 

completeness or reasonableness of the information, opinions and projections contai ned in this research report and 

Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss, 

including without limitation any loss of profits, arising from reliance on this research report. 

The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date 

hereof. These opinions are subject to change and Danske Bank A/S does not undertake to notify any recipient of 

this research report of any such change nor of any other changes related to the information provided in this research 

report. 

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom 

(see separate disclaimer below) and retail customers in the European Economic Area as defined by Directive 

2014/65/EU. 
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This research report is protected by copyright and is intended solely for the designated addressee. It may not be 

reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank A/S’s prior 

written consent. 

Disclaimer related to distribution in the United States 
This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets 

Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related 

interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for 

distribution in the United States solely to ‘U.S. insti tutional investors’  as defined in SEC Rule 15a-6. Danske 

Markets Inc. accepts responsibility for this research report in connection with distribution in the United States solely 

to ‘U.S. institutional investors’. 

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence 

of research analysts. In addition, the research analysts of Danske Bank A/S who have prepared this research report 

are not registered or qualified as research analysts with the N ew York Stock Exchange or Financial Industry 

Regulatory Authority but satisfy the applicable requirements of a non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument 

may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non -U.S. financial 

instruments may entail certain risks. Financial instruments of non -U.S. issuers may not be registered with the U.S. 

Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. 

Securities and Exchange Commission. 

Disclaimer related to distribution in the United Kingdom 
In the United Kingdom, this document is for distribution only to (I) persons who have p rofessional experience in 

matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000 

(Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of 

the Order; or (III) persons who are an elective professional client or a per se professional client under Chapter 3 of 

the FCA Conduct of Business Sourcebook (all such persons together being referred to as ‘Relevant Persons’ ). In 

the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely 

on this document or any of its contents. 

Disclaimer related to distribution in the European Economic Area 
This document is being distributed to and is directed only at pers ons in member states of the European Economic 

Area (‘EEA’) who are ‘Qualified Investors’  within the meaning of Article 2(e) of the Prospectus Regulation 

(Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document w ill be 

deemed to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to 

have represented and agreed that it has not received this document on behalf of persons in the EEA other than 

Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the 

investor has authority to make decisions on a wholly discretionary basis. Danske Bank  A/S will rely on the truth 

and accuracy of the foregoing representations and agreement s. Any person in the EEA who is not a Qualified 

Investor should not act or rely on this document or any of its contents . 
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