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ECB in wait-and-see mode

Carlos Castellano, Maria Martinez

= The ECB kept rates at 2%, with Lagarde reinforcing the message that policy
remains in “a good place” as inflation converges to target over the medium
term.

= The euro’s appreciation was acknowledged but largely played down, with its
impact seen as already reflected in the outlook.

= Lagarde leaned into the euro’s longer-term role, highlighting ongoing work on
liquidity tools, including repo lines.

= The macro tone was mildly upbeat, stressing growth resilience, treating the
inflation undershoot as temporary and largely overlooking tighter credit
conditions.

The ECB unanimously kept policy rates unchanged, holding the deposit facility rate at 2% and
reinforcing the message that policy is firmly in a “good place”. Lagarde made clear that the Council is
comfortable with inflation converging to 2% over the medium term and sees no need to pre-commit to any
rate path, sticking instead to a strictly data-dependent, meeting-by-meeting approach amid elevated
geopolitical and trade uncertainty.

The euro took centre stage in the discussion. Lagarde confirmed that the Governing Council has actively
debated the currency’s appreciation but struck a relaxed tone, noting that most of the dollar’s depreciation
dates back to early 2025 and that recent moves have remained range-bound. The ECB’s view is that the
impact of a stronger euro is already embedded in the baseline, even as it continues to watch the pass-
through closely.

Beyond near-term policy, Lagarde steered the conversation toward the euro’s longer-term ambition. She
argued that a stronger international role for the currency is not about mechanical appreciation, but about
building credibility through institutions, defence and infrastructure investment, and deeper trade
integration. In that context, she revealed ongoing work on the ECB’s liquidity framework, notably repo
lines, aimed at widening access for non-euro area central banks.

On the macro front, Lagarde struck a cautiously upbeat tone. Euro area resilience, buoyant Al-related
investment and low unemployment were emphasised, while signs of cooling in labour demand were largely
played down. The inflation undershoot was again framed as temporary and already priced into the
baseline, as is the stronger euro, with risks judged to be broadly balanced. Notably, the latest Bank Lending
Survey — which recently flagged tighter credit conditions and weak corporate loan demand — barely
featured in the discussion.

Overall, the message was one of deliberate patience. The ECB appears content to sit at 2% for quite some
time/many quarters, with inflation expectations anchored and activity holding up. With little urgency
around either the euro’s strength or the inflation dip, the focus — particularly in the Q&A — shifted
decisively toward longer-term themes such as structural reform, Al-driven investment and the global
role of the euro, rather than imminent policy moves.
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PLEASE NOTE: TRACKING CHANGES IN FOLLOWING STATEMENTS

in grey, wording common to both the current and previous statements, in light grey
and crossed, previous wording that was replaced by new wording, in blue and
underlined (YES, TRACK CHANGES ARE THERE ON PURPOSE).

Christine Lagarde, President of the ECB,

Luis de Guindos, Vice-President of the ECB

Frankfurt am Main, 5 February 2026

Good afternoon, the Vice-President and | welcome you to our press conference.

We would like to begin by congratulating Bulgaria on joining the euro area on 1 January 2026. We also warmly welcome Dimitar
Radev, the Governor of Bbnrapcka HapogHa 6aHka (Bulgarian National Bank), to the Governing Council. Membership of the euro

area has almost doubled since 1999 and is testimony to the attractiveness of the single currency and the enduring benefits of
European integration.

We will now report on the outcome of today’s meeting.

The Governing Council today decided to keep the three key ECB interest rates unchanged. Our updated assessment reconfirms
that inflation should stabilise at our two per cent target in the medium term._The economy remains resilient in a challenging global

environment. Low unemployment, solid private sector balance sheets, the gradual rollout of public spending on defence and
infrastructure and the supportive effects of our past interest rate cuts are underpinning growth. At the same time, the outlook is
still uncertain, owing particularly to ongoing global trade policy uncertainty and geopolitical tensions.

We are determined to ensure that inflation stabilises at our two per cent target in the medium term. We will follow a data-
dependent and meeting-by-meeting approach to determining the appropriate monetary policy stance. In particular, our interest
rate decisions will be based on our assessment of the inflation outlook and the risks surrounding it, in light of the incoming
economic and financial data, as well as the dynamics of underlying inflation and the strength of monetary policy transmission. We
are not pre-committing to a particular rate path.

The decisions taken today are set out in a press release available on our website.
I will now outline in more detail how we see the economy and inflation developing and will then explain our assessment of
financial and monetary conditions.


https://www.ecb.europa.eu/press/pr/date/2026/html/ecb.mp260205~001d26959b.en.html
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Economic activity

The economy hasbeen—resMent—ltgrew by O 3 per cent in the thrrdfourth quarter—mamty—reﬂeeﬂng—strenger—eensump&ewand—

y ition of growth-was-
elemmated2025 accordlnq to Eurostats prellmlnary flash estlmate Growth has marnly been dnven by serwces espeeraﬂy otably
in the information and communication sector;—

growth-is-likely-to-continue-in. Manufacturing has been resrlrent desplte the near—termheadwmds from qubaI trade and qeopolrtrcal
uncertainty. Momentum in construction is picking up, also supported by public investment.

The-economy-is-benefiting-from-arobust The labour market—Unemployment,at-6-4-percentin-October-is-close continues to its-
hrsteneal—lew-andemploymen@rew%y&support incomes, even thouqh demand for Iabour has cooled further Unemplovment

stood at 6.2 per cent |n he

pnvate consumptlon Government spendrng on defence and mfrastructure and—det—eneeshould also contnbute to domestic

demand. Business investment should strengthen further, and surveys indicate that firms are increasingly urderpininvesting in

new digital technologies. At the ecenemy.Heoweversame time, the challengingexternal environment fer-globalirade-is-

likelyremains challenging, owing to remainhigher tariffs and a drag-en-grewth-in-thestronger euro area-thisover the past year-and-
next.

The Governlng Councrl stresses the urgent need to strengthen the euro area and its economy in the present geopolitical context.
oGovernments should prioritise sustainable public finances,
strateglc investment and growth enhancmg structural reforms. Unlocking the full potential of the Single Market isremains crucial.
It is also vital to foster furthergreater capital market integration by completing the savings and investments union and the banking
union to an ambitious timetable, and to rapidly adopt the Regulation on the establishment of the digital euro.

Inflation

Annuatinflation-has-been-ina-narrowrange-since-the-springlnflation declined to 1.7 per cent in January, from 2.0 per cent in
December and remained-at-2.1 per cent in November. Energy prices-were-inflation dropped to -4.1 per cent, after -1.9 per cent in

December and -0.5 per cent lowerthan-a-yearagoafteralargerdecline-in-October—Feod-in November, while food price inflation
wasincreased to 2.47 per cent, afterfrom 2.5 per cent in OcteberDecember and 3:02.4 per cent in SeptemberNovember. Inflation
excluding energy and food was-steady-at2.4-percentas-goedsandeased to 2.2 per cent, after 2.3 per cent in December and 2.4
per cent in November. Goods inflation edqed up to O 4 per cent, whereas serwces |nflat|on meved—m@ppesrteudrreetrens-@eeds
inflation-declined to ©-

per cent, from 3.4 per cent in OeteberDecember and 3 5 per cent in November—trem%—z—per—eent—méeptensrber

Indicators of underlying inflation have changed Irttle over recent months and remarn consrstent with our two per cent medrum -term
target Wh#eNeqotrated waqe growth in A A '

A fonNard Iooklng
indicators, such as the ECB’s wage tracker and surveys on wage expectatlons suggesethatpomt to a continued moderation in

labour costs. However, the contribution to overall wage growth willease-in-the-coming-guarters,-before stabilising-somewhat-

below-3-percenttowards-the-end-of 2026from payments over and above the negotiated wage component remains uncertain.
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Most measures of longer-term inflation expectations continue to stand at around 2 per cent, supporting the stabilisation of inflation
around our target.

Risk assessment

While-trade-tensions-have-eased;thestillThe euro area continues to face a volatile internatienal-global policy environment. A

renewed increase in uncertainty could disruptsupphy-chains-dampen-experts,and-weigh on censumptionand-
investment.demand. A deterioration in global financial market sentiment could lead-to-tighterfinancing-conditions,-greaterrisk-
aversion-and-weaker-growth-also dampen demand. Further frictions in international trade could disrupt supply chains, reduce
exports and weaken consumption and investment. Geopolitical tensions, in particular Russia’s unjustified war against Ukraine,
remain a major source of uncertainty. By contrast, planned defence and infrastructure spending, together with the adoption of
productivity-enhancing reforms_and the adoption of new technologies by euro area firms, may drive up growth by more than
expected-—-An-improvementin, including through positive effects on business and consumer confidence. New trade agreements
and a deeper integration of our European Single Market could stimulate private-spendingalso boost growth beyond current

expectations.

The outlook for inflation continues to be more uncertain than usual on account of the sti-volatile internationalglobal policy
environment. Inflation could turn out to be lower if the rise-in-US-tariffs reducesreduce demand for euro area exports by more than

expected and if countries with overcapacity increase further their exports to the euro area. Moreover, a stronger euro could bring
inflation down furtherthan-expected-An-inerease-in-volatilitybeyond current expectations. More volatile and risk-aversien-in-
averse financial markets could weigh on demand and thereby also lower inflation.-_ By contrast, inflation could turn out to be
higher if there were a persistent upward shift in energy prices, or if more fragmented global supply chains pushed up import
prices, curtailed the supply of critical raw materials and added to capacity constraints in the euro area economy. A-slewer
reduction-inlf wage pressures-could-delay-the-decline-ingrowth moderated more slowly, services inflation—A_might come down
later than expected. The planned boost in defence and infrastructure spending could also raisecause inflation_to pick up over the
medium term. Extreme weather events, and the unfolding climate and nature crises more broadly, could drive up food prices by
more than expected.

Financial and monetary conditions

Market rates have increasedcome down since our last meeting-, while global trade and geopolitical tensions temporarily

increased flnanC|aI market volatllltv Bank Iendlng rates for flrms have—been—b#ead#y—stable-smee%—summe#aﬁeﬁa#kng—m—

0 ticked up to 3.6 per cent in December, from 3.5
per cent—uﬂehangeel—#em%ep%embeﬂhe— in November as d|d the cost of issuing market-based debt-was-3-4-percent-also-
closeto-its-Septemberlevel., The average interest rate on new mortgages again held steady, at 3.3 per cent in
OcteberDecember.

Bank lending to firms grew by 2.93.0 per cent on a yearly basis in
December, after 3.1 per cent in November and 2.9 per cent in October. The issuance of corporate bonds rose by 3.2 percent-
breadhyrunchanged-as-well—4 per cent in December. According to our latest bank lending survey for the euro area, firms’ demand
for credit was up slightly in the fourth quarter, especially to finance inventories and working capital. At the same time, credit
standards for business loans tightened again.

Mortgage lending strengthened,growinggrew by 2.83.0 per cent, after 2.69 per cent in SeptemberNovember and 2.8 per cent in
October, in response to still rising demand for loans and an easing of credit standards.
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Conclusion

The Governing Council today decided to keep the three key ECB interest rates unchanged. We are determined to ensure that
inflation stabilises at our two per cent target in the medium term. We will follow a data-dependent and meeting-by-meeting
approach to determining the appropriate monetary policy stance. Our interest rate decisions will be based on our assessment of
the inflation outlook and the risks surrounding it, in light of the incoming economic and financial data, as well as the dynamics of
underlying inflation and the strength of monetary policy transmission. We are not pre-committing to a particular rate path.

In any case, we stand ready to adjust all of our instruments within our mandate to ensure that inflation stabilises sustainably at
our medium-term target and to preserve the smooth functioning of monetary policy transmission.
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DISCLAIMER

The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of
the European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID II).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we
consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either
express or implicit, regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest
in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.



