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My plan

▪ I.   Unprecedented macroeconomic uncertainty 

▪ II.  Faulty inflation control

▪ III. Prospects of monetary tightening 

▪ IV. Risk of problems in the periphery of the €-area
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I. Unprecedented 
macroeconomic 

uncertainty
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Figure 1: Changes in the ECB, IMF and SPF forecasts averaged 

over the different time horizons (percentage points difference)
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Source: Grzegorczyc and Papadia, Measuring macroeconomic uncertainty during the 

euro’s lifetime. Bruegel Working paper, June 2022



II. Faulty 
inflation control 
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Figure 2: Inflation and ECB inflationary projections. 

2002-2022.
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II. Faulty 
inflation control 
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Figure 3: Consumer price level, 2% trend increase of the price 

level. 1999-2022
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II. Faulty 
inflation control 

- 3

Figure 4: Rate of consumer inflation during the tenure of the 

first four ECB Presidents
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Faulty inflation 
control - 4.

Dispiriting bang 
for the buck

Figure 5: Cumulated effect of unconventional monetary 

policy. (2014-2018)
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Really return to 
normal?

Table 1: Medium term scenarios, growth and inflation for the 

euro area
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III. Prospects of 
monetary 

tightening  - 1

Figure 6: Overnight interest rate in the €-area
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III. Prospects of 
monetary 

tightening  - 2

Date bp increase

July 2022 25

September 2022 50

October 2022 25

December 2022 25

2023 50

2024 25

Table 2. Possible sequence of ECB rate increases
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III. Prospects of 
monetary 

tightening  - 3

Date EFFR level

End 2022 3.4

End 2023 3.7

End 2024 3.4

Longer term 2.5

Table 3. Expected interest rates in the FED dot plot
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III. Prospects of 
monetary 

tightening  - 4

Figure 7: Overnight interest rates in the US and the €-area.
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IV. Risk of 
problems in the 
periphery of the 

€-area - 1
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Figure 8: 10-year sovereign spread.

Source: Schnabel, United in Diversity – Challenges for monetary policy in a currency union. June 

14th 2022. Haver. Notes: 10-years sovereign bond yields over 10-years German Bund. The vertical 

lines mark the beginning of each phase. Latest observation: 10 6 2022



IV. Risk of 
problems in the 
periphery of the 

€-area - 2
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Source: Schnabel, United in Diversity – Challenges for monetary policy in a currency union. June 14th 2022. 

Figure 9: Borrowing costs and maturities of selected government 

bonds.



IV. Risk of 
problems in the 
periphery of the 

€-area - 3
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Source: Schnabel, United in Diversity – Challenges for monetary policy in a currency union. June 14th 2022.

Figure 10: Interest rate growth differential and debt/GDP ratio. 



IV. Risk of 
problems in the 
periphery of the 

€-area - 4
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Figure 11: Impact of growth and interest rate changes on gross 

financing needs. 

Source: Schnabel, United in Diversity – Challenges for monetary policy in a currency union. June 14th 2022.



IV. Risk of 
problems in the 
periphery of the 

€-area - 5
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Source: Schnabel, United in Diversity – Challenges for monetary policy in a currency union. June 14th 2022.

Figure 12: Potential growth



IV. Risk of 
problems in the 
periphery of the 

€-area - 6
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Figure 13: Gross public debt to GDP ratio, comparing the April 

2022 and April 2021 IMF World Economic Outlook projections 

(% of GDP)

Source: Zsolt Darvas, The implications for public debt of high inflation and monetary tightening | Bruegel post.



Additional 
figures -1
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Additional 
figures - 2
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Additional 
figures - 3

21



Additional 
figures - 4
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Saved from: 
https://sdw.ecb.europa.eu/quickview.do?SERIES_KEY=120.EXR.M.USD.EUR.SP00.A

$/€ echange rate



Additional 
figures - 5

Source: Bank for International Settlements fred.stlouisfed.org
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Broad effective exchange rate of the euro



Additional 
figures - 6
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Broad dollar effective exchange rate
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