
 

Flash Comment 
February 08, 2007 

Niels-Henrik Bjørn, +45 33441119, cell phone +45 25501527, niesre@danskebank.dk 

 

ECB: Trichet indicates March hike 
 

As expected, the ECB�s Governing Council left key interest rates unchanged at today�s meeting. However, at 
the press conference, ECB President, Jean-Claude Trichet, indicated that the ECB would raise rates on the 
March meeting. 
 
In the prepared statement Trichet gave the impression that the ECB is not contemplating ending the series 
of rate hikes even after the hike in March. Indeed he made a few changes in more hawkish direction: 

1. Money growth was now called �vigorous� (earlier �very strong�) 
2. The short term risks to growth were now called �balanced� (earlier �mainly on the downside�) 
3. Credit growth was said to be on a sustained upward trend (in spite of clear signs of slowing in hous-

ing related credit growth) 
4. The ECB would monitor wage developments very closely given very high levels of capacity utilisa-

tion (earlier this risk to price stability was not elaborated on) 
5. Trichet played down the fact that inflation would go significantly below 2% during the coming 

months saying that inflation would rise again. Commenting this further, Trichet said that the ECB 
was dedicated to keeping inflation below 2% over the medium term � not just in 2007. 

 
In the Q&A session Trichet did nothing to change the general impression that the ECB is still very alert and 
apparently does not see any strong arguments why to pause hiking rates.  
 
Summing up, the ECB is likely to hike rates again in March. We suspect that falling business confidence and 
lower inflation forecasts will make the ECB more hesitant towards further rate hikes. We therefore stick to 
our view that the ECB will pause a little before raising rates again late this year. However, in our view the 
risk of a hike again in June has clearly risen. 

 
Activity still strong enough for ECB to hike � but 

beginning to point down 

 Danske Bank�s ECB monitor still in hike territory - al-
though at the lowest level for 12 months 

.../figurbibliotek/

98 99 00 01 02 03 04 05 06

pe
rc

en
t

-0.25

0.00

0.25

0.50

0.75

1.00

1.25

1.50

pe
rc

en
t

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

Here the ECB lowered ratesHere the ECB raised rates

GDP growth >>

<< Ifo

Index, std. % q/q

< Manufacturing PMI

   

Danske Bank's
ECB monitor

Neutral

HikeCut



 

D A N S K E  B A N K   2
 

 
 
F L A S H  C O M M E N T  
 
 

 
 
 
 
 
 
 
 
This report has been prepared by Danske Research, which is part of Danske Markets, a division of Danske Bank. Danske Bank is under supervision 
by the Danish Financial Supervisory Authority.    
 
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 the Danske Bank Research Policy. Employees within the Danske Bank Research 
Departments have been instructed that any request that might impair the objectivity and independence of research shall be referred to Research 
Management and to the Compliance Officer. Danske Bank Research departments are organised independently from and do not report to other 
Danske Bank business areas. Research analysts are remunerated in part based on the over-all profitability of Danske Bank, which includes invest-
ment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance or dept capital transactions. 
 
Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals� Ethical rules and the Recommen-
dations of the Danish Securities Dealers Association. 
 
Financial models and/or methodology used in this report 
Calculations and presentations in this report are based on standard econometric tools and methodology. Documentation can be obtained from the 
above named authors upon request. 
 
Risk warning 
Major risks connected with recommendations or opinions in this report, including a sensitivity analysis of relevant assumptions, are stated 
throughout the text. 
 
First date of publication 
Please see the front page of this research report. 
 
Disclaimer 
This publication has been prepared by Danske Markets for information purposes only. It is not an offer or solicitation of any offer to purchase or sell 
any financial instrument. Whilst reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation is made 
as to its accuracy or completeness and no liability is accepted for any loss arising from reliance on it. Danske Bank, its affiliates or staff, may per-
form services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives), of any 
issuer mentioned herein. Danske Markets´ research analysts are not permitted to invest in securities under coverage in their research sector. This 
publication is not intended for private customers in the UK or any person in the US. Danske Markets is a division of Danske Bank A/S, which is regu-
lated by FSA for the conduct of designated investment business in the UK and is a member of the London Stock Exchange. Copyright (©) Danske 
Bank A/S. All rights reserved. This publication is protected by copyright and may not be reproduced in whole or in part without permission. 
 
 

 


