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ECB cuts rates in line with expectations

As expected, the ECB voted to cut its key deposit rate by 25bps to
3.50% yesterday. Furthermore the gap between the deposit and re
-fi rate has been lowered from 50bps to 15bps, as had been
announced previously, meaning the re-fi rate is now at 3.65%. The
decision to cut was unanimous.

At the post-meeting press conference, ECB President Lagarde
stated that the future path of monetary policy remains data
dependent. She refused to comment on either the frequency or
total magnitude of rate cuts that are likely in the Eurozone during
this cutting cycle. Meanwhile, the updated staff projections were
broadly unchanged from the June release.

Against this backdrop, the market reaction to the ECB meeting
outcome was limited, including for the euro, with EUR/USD staying
above $1.10. Of the muted moves to note, futures contracts
indicate that markets have pared back expectations of a rate cut in
October, but further easing is anticipated in December. Amid the
slight firming in rates, German Bund yields edged 2-6bps higher.

On the currency front, the main FX pairs have operated in tight
ranges during the European session. Overnight though, the dollar
was on the defensive amid a softening in US futures contracts. This
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sees EUR/USD open this morning in the top half of $1.10-1.11. GBP/
USD is changing hands above the $1.31 threshold. Meanwhile, - —— -
EUR/GBP is operating down in the lower half of 84-85p. s Sterling/US Dollar Exchange Rate
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