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No hint at a near-term move
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Highlights of the ECB Governing Council meeting on December 18, 2025 (Part )

At its meeting on December 18, the ECB has decided to hold key policy rate unchanged at 2% (deposit facility rate) and 2.15% (main
refinancing rate), as expected.

Projections on inflation have been revised upwards for 2026 to 1.9 % from 1.7 % due to higher than expected services inflation.
Services inflation remains a concern for the ECB, as Lagarde has emphasized at the press conference. In particular, Lagarde said
that the ECB has been surprised by the average wage increase of around 4%, which is seen as the main driver of services inflation.
Lower goods inflation, however, should compensate for the higher services inflation.

Lagarde reiterated that the ECB is in a good position but emphasized that this does not mean that the ECB will remain static. Overall,
while the ECB seems to feel mostly comfortable about the path of inflation, Lagarde emphasized the high degree of uncertainty
meaning that there is no room for laying back.

Bottom line: The ECB gives the impression that the most probable outcome will be an ECB staying put for most of next year,
which is basically also our view.
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Highlights of the ECB Governing Council meeting on December 18, 2025 (Part Il)

Highlights (quotes come from ECB President Christine Lagarde):

On new projections

Growth and inflation projections for the euro area

(annual percentage changes, revisions in percentage points)

December 2025 Revisions vs September 2025
2024 | 2025 ’ 2026 ‘ 2027 ‘ 2028 2025 I 2026 ‘ 2027
Real GDP 09 14 1.2 14 14 0.2 0.2 0.1
HICP 24 Zz1 19 1.8 20 0.0 0.2 -0.1
HICP excluding energy and food 28 24 22 1.9 20 0.0 0.3 0.1

Note: Both inflation and growth has been revised upward for 2026, which underscores the view of forward markets that the next
interest rate movement will be up rather than down. This will happen according to forward markets only in 2027. Our forecast is for a
first rate hike by the end of 2026 and another hike at the beginning of 2027.
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Highlights of the ECB Governing Council meeting on December 18, 2025 (Part Ill)

On economic growth:

“The economy has been resilient. It grew by 0.3 per cent in the third quarter, mainly reflecting stronger consumption and investment. Exports
also increased, with a significant contribution from chemicals.”

Note: Later on, Lagarde specified the “contribution from chemicals” to the GDP referring to weight loss drugs, which are produced and licensed
also in the eurozone and which apparently have had an impact on growth.

On the increase of services inflation and wage increases:

“Alot of this is related to wages [...] and wages have surprised us to the upside [...]. It's balanced out by goods [inflation as it goes] in the
opposite direction.”

Note: Services inflation has indeed increased over the last few months and stands now at 3.5 %. For the ECB this is a major issue, even
though lower goods inflation is compensating for part of the effect. Our HCOB PMI supports the view that services inflation remains elevated.
Thus, if goods or energy inflation surprised to the upside, this would have a direct impact on overall inflation which is a risk for the ECB.
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Highlights of the ECB Governing Council meeting on December 18, 2025 (Part 1V)

On the question who will follow Lagarde as ECB president:

“Let me clarify one thing | don’t have a favorite candidate. There are plenty of very good candidates and Isabel [Schnabel] is one of
them.”

Note: Lagarde was also asked if a sitting member of the executive board could be reappointed as ECB president and she answered
that there were former comparable cases and that “the determination by the lawyers was [...] that it was not possible. But | think the
matter needs to be looked at again.” At the end of the day, it's not Lagarde who decides on her succession but the European Council.
Lagarde’s term expires only in October 2027 .

On the strong Euro:
“We do not target exchange rates [but we do monitor them].”

Note: Nothing new here. Usually the ECB does only react to fx changes if these changes are abrupt which is currently not the case.
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Interest rate forecast by HCOB Economics: We expect the ECB to hold policy
rates steady for a while, with its next move being a hike in H2 2026.

ECB policy rates and forecasts of HCOB Economics
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December ECB projections: The GPD growth projection was revised upward for
2025-2027, while the headline inflation projection was revised upward for 2026.

Euro Area, ECB Macroeconomic Projections, Euro Area Staff Projections, GDP
Inflation HICP YoY (yearly average)
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“Quantitative tightening’: The tapering of the PEPP began in July 2024.

Balance sheet of the ECB, total assets, (ex gold and fx), in trillion Euro
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Monetary policy instruments at a glance

9

Key interest rates (with effect from June 11, 2025)
* Main refinancing rate: 2.15%
» Deposit facility rate: 2.00%

APP (asset purchase programme)
» Since July 2023, the maturities have no longer been reinvested, meaning that the portfolio is now shrinking by an average of €25 billion per month.

The PEPP (Pandemic Emergency Purchase Programme) was already terminated on a net basis in March 2022.

» Budget: €1.85 trillion, of which €1.70 trillion was utilised.

» Decision of 14 December 2023: Full reinvestment of PEPP assets by June 2024 From July to December, the ECB will reduce the PEPP portfolio by an average of
€7.5 billion per month. The Governing Council of the ECB intends to discontinue reinvestments under the PEPP at the end of 2024.

TLTRO (Targeted Longer-Term Refinancing Operations)
* TLTRO llI: Old programmes expired 2024

Transmission protection instrument (TPI)

» According to the ECB, this programme can be activated in the event of “unwarranted, disorderly market dynamics” that pose a “serious threat to the transmission
of monetary policy.”

» The activation means that bonds from certain eurozone countries can be purchased without a fixed volume limit.

» The ECB has formulated conditions under which the TPI can be used (including compliance with EU financial regulations).
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Voting rights (rotation procedure among the central bank governors)

Position
President of the ECB
Vice-President of the ECB
Member of the Exec. Board
Member of the Exec. Board
Member of the Exec. Board
Member of the Exec. Board
NCB Governor of
Belgium
Germany
Estonia
Ireland
Greece
Spain
France
Croatia
Italy
Cyprus
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Austria
Portugal
Slovenia
Slovakia
Finland
Bulgaria

ECB Council Member

Christine Lagarde
Luis de Guindos
Frank Elderson
Philip R. Lane
Piero Cipollone
Isabel Schnabel

Pierre Wunsch
Joachim Nagel
Madis Muiller
Gabriel Makhlouf
Yannis Stournaras
José Luis Escriva
Francgois Villeroy de Galhau
Boris Vujci¢
Fabio Panetta
Christodoulos Patsalides
Martins Kazaks
Gediminas Simkus
Gaston Reinesch
Edward Scicluna
Olaf Sleijpen
Martin Kocher
Alvaro Santos Pereira
Position currently vacant®
Peter Kazimir**

Olli Rehn
Dimitar Radev
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*Following the end of Bostjan Vasle’s term as Governor of the Bank of Slovenia in January 2025, no successor has been appointed. Since then, Slovenia has no voting rights in the ECB Governing Council.
**Although Kazimir's term ended in June 2025, he remains in the ECB Governing Council with full voting rights, in accordance with Slovak law, which allows the incumbent to stay in office until a successor is appointed.
***Dimitar Radev will become a new member of the ECB Governing Council when Bulgaria joins the eurozone on January 1, 2026. The rotation procedure taking Bulgaria into account has not yet been updated.
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Links to the documents of the ECB meeting of December 18, 2025

Main page:
European Central Bank (europa.eu)

Further links to the current session:
Combined monetary policy decisions and statement

Macroeconomic projections
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https://www.ecb.europa.eu/home/html/index.en.html
https://www.ecb.europa.eu/press/press_conference/monetary-policy-statement/shared/pdf/ecb.ds251218~f264376788.en.pdf
https://www.ecb.europa.eu/press/projections/html/index.en.html
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The market information contained in this presentation is for informational purposes only.

It can not substitute own market research or separate legal-, tax- and financial advice and information. This information is a marketing communication by the meaning of Section 63 Paragraph 6 German
Securities Trading Act [“Wertpapierhandelsgesetz”, “WpHG”] and Article 24 Paragraph 3 of the Directive 65/2014/EU. This information does not contain ‘information recommending or suggesting in
investment strategy’ or ‘investment recommendations’ (“investment research”) by the meaning of Section 2 Paragraph 9 Point 5 WpHG or Article 3 Paragraph 1 Point 34 and Point 35 of the Regulation
(EU) No. 596/2014. Therefore this information is not prepared in accordance with legal requirements designed to promote the independence of investment research and it is not subject to any
prohibition on dealing ahead of the dissemination of investment research. This presentation does not constitute an offer to buy or sell certain assets.

Hamburg Commercial Bank AG points out that the herein published market information is only meant for investors with own economical experience, who are able to evaluate the risks and chances of
the herein discussed market / markets and who are themselves able to conduct research through a variety of sources. The statements and data contained in this presentation are based on either
thorough research by Hamburg Commercial Bank AG or on sources that are considered reliable but cannot be verified. Hamburg Commercial Bank AG regards the sources used as reliable but can not
assess their reliability with absolute certainty. Single pieces of information could only be assessed regarding their plausibility; an assessment regarding their accuracy has not been made. Furthermore,
this presentation contains estimates and predictions based upon numerous assumptions and subjective evaluations made by Hamburg Commercial Bank AG as well as outside sources. This
information is only meant to provide non-binding perceptions of markets and products as of the time this presentation was issued. Hamburg Commercial Bank AG and its respective employees
thoroughly conducted work on this presentation but can not guarantee completeness, actuality and accuracy of the provided information and predictions.

This document may only be distributed in compliance with the legal regulations in the respective countries and persons obtaining possession of this document should inform themselves about and
comply with the applicable local regulations.

This document does not contain all material information needed for economic decisions and the information and predictions provided can vary from those made by other sources / market participants.
Hamburg Commercial Bank AG as well as their organizational bodies and employees can not be held responsible for losses resulting from the use of this presentation, its contents or for losses which in
any way are connected to this presentation.

Hamburg Commercial Bank AG points out that it is not allowed to disseminate this presentation or any of its contents. Damages to Hamburg Commercial Bank AG resulting from the unauthorised
dissemination of this presentation or any of its contents have to be compensated for by the disseminator. The disseminator has to keep Hamburg Commercial Bank AG free from all claims arising from
the unauthorised dissemination of this presentation or any of its contents and all legal cost in connection with those claims. This particularly applies to a dissemination of this presentation to U.S.
Persons or persons situated in United Kingdom.
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