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ECB preview: Oil price shows the limitations of monetary policy 
Authors: Dr Norman Rudschuck, CIIA // Lukas-Finn Frese // Tobias Cordes, CIIA 

 

 Governing Council meeting on 30 April: Inflation has no on-off switch 
 At their upcoming meeting on 30 April, the ECB is once again faced with a complex task: 

volatility on the financial markets remains elevated in view of the daily changing news 
situation in the Iran conflict. Accordingly, oil and gas prices, which are relevant for inflation 
developments, remain at a high level. Market participants and ECB decision-makers are 
therefore closely monitoring the events in the Near and Middle East – especially as 
diplomatic efforts to end the conflict continue, while at the same time the parties involved 
maintain their threats. For the ECB, the main task will be to assess the (medium-term) 
impact of high energy and gas prices on the inflation outlook, which is a more than difficult 
undertaking in this highly volatile market environment. The staff projections published at 
the last meeting on 19 March had only been able to reflect the effects of the price 
increases to a limited extent due to the topicality of the events, but nevertheless provided 
initial insights that the inflation outlook is clearly pointing upwards, at least in the short 
term. Much will depend on how long the war or the inflation-driving price development for 
the relevant energy sources will last. Against the backdrop of uncertainties, the ECB is 
likely concerned with not drawing hasty conclusions – and we think it should not be driven 
too much by market expectations. After all, monetary policy is not an instrument for 
controlling energy prices and therefore not an off switch for supply-side (inflation) shocks. 
We therefore expect the ECB to keep key interest rates stable on 30 April in order to 
reassess the situation in light of more recent data at the June meeting. 

 The roadmap for 2026 
 The ECB is expected to meet this year on the following dates: 

• 30 April 

• 11 June – incl. new staff projections 

• 23 July 

• 10 September – incl. new staff projections (host: Bundesbank) 

• 29 October 

• 17 December – incl. new staff projections, then for the first time for 2029 

 ECB key interest rates (in %; incl. interest rate pause expected by us) 
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The ECB steers demand – not supply shocks 

 The idea that an interest rate hike by the ECB acts like an on-off switch on inflation or even 
on the oil price falls short analytically, as it confuses cause and mechanism of action. 
Monetary policy has a powerful but indirect effect: it primarily influences the domestic 
economy and manages expectations, while energy prices and large parts of inflation are 
determined by global, supply-side as well as financial factors. The price of oil is an 
equilibrium price, shaped by production decisions, geopolitical risks, inventory cycles and 
transport capacities. Providers such as OPEC+ control supply in a targeted manner, while 
demand is largely determined outside the Eurozone. Monetary tightening in the currency 
union can dampen demand there, but has little direct impact on these global pricing 
mechanisms. Accordingly, the relationship is not causal-linear, but at best indirectly via 
second-round effects. In addition, a significant part of recent inflation is due to exogenous 
supply shocks, especially in the energy sector. Monetary policy, on the other hand, 
addresses endogenous factors such as lending, investment, consumption, and domestic 
wage and price setting. The ECB cannot increase oil production, stabilise supply chains or 
resolve geopolitical tensions. Its central lever is to prevent temporary cost shocks from 
becoming permanently elevated domestic inflation. It is therefore not the oil price itself 
that is decisive, but its transmission effects on wage levels, margins and inflation 
expectations. Only through these second-round effects does systemic inflationary 
pressures arise – this is exactly where monetary policy comes in, dampening demand and 
shifting bargaining power in wage processes. 

 
From the key interest rate to the petrol pump – a long, bumpy road 

 The effect of monetary policy measures unfolds only with a considerable delay and via 
several transmission channels. Higher interest rates initially tighten financing conditions, 
dampening demand for credit, investment and consumption. Only with a time lag does an 
output gap emerge, which reduces price pressures – a process that extends over several 
quarters and is also heterogeneous within the Eurozone. In contrast, oil prices and short-
term inflation often react directly to geopolitical events, supply disruptions or market 
positioning. This temporal asymmetry between rapid price reaction and slow monetary 
policy transmission creates the impression of low effectiveness, but can be explained by 
different time horizons. Crude oil is not only a physical commodity, but also a financial 
asset, the price of which is strongly influenced by investor positioning in the short term. 
Interest rate hikes have an indirect effect at best, for example via exchange rates, financing 
costs or global risk appetite. The exchange rate channel is also not a stable, linear 
transmission mechanism. While an appreciation of the EUR can dampen imported 
inflation, this effect depends on relative interest rate developments and global capital 
flows. Restrictive monetary policy by other central banks at the same time can significantly 
weaken it, so that the influence on energy prices remains limited. Interest rate hikes 
therefore function primarily as a signal of monetary policy credibility, not as a direct 
control lever. In addition, there is the role of fiscal policy. Energy price brakes, subsidies or 
transfers can neutralise or distort the dampening effect of higher interest rates. If 
monetary policy has a restrictive effect while fiscal policy stabilises purchasing power, a 
countervailing policy mix is created that weakens the disinflationary effect. Overall, the 
effectiveness is strongly dependent on the regime: under stable market conditions, classic 
demand channels dominate, while geopolitical and supply-side shocks prevail in stress and 
crisis regimes – with a de facto negligible interest rate elasticity of the oil price. 
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Opinions from the ECB’s environment – central bankers in observation mode 

 As at the previous meeting on 19 March, the latest statements from the ECB’s environment 
continue to be determined by the dynamic geopolitical developments in the Iran conflict 
and the possible implications for monetary policy that may arise from them. Against the 
backdrop of the news situation changing on a daily basis, the ECB remains “in a monitoring 
mode”, according to Latvian Governing Council member Mārtiņš Kazāks, closely observing 
whether and to what extent spillover effects are discernible and whether second-round 
effects are emerging. So far, however, they “have not seen much”, which, in his opinion, 
“reduces the necessity to move instantaneously”. Alexander Demarco, ECB Governing 
Council member and President of the Central Bank of Malta, emphasised in this context 
that “it’s a bigger risk to rush raising rates and do some undue damage to the economy” 
than waiting and having to make up for the interest rate hike if necessary. ECB Governing 
Council member Martin Kocher takes a similar view, making it clear that the ECB is not 
accepting inflation that is not compatible with the mandate, but at the same time 
conceding that it makes no sense to anticipate something that may not happen later. With 
a view to possible second-round effects, the Austrian central banker, who belongs to the 
more hawkish camp, said that “what matters is what happens outside the energy world”. 
There are indications of second-round effects, but these are not yet widespread. Slovakia’s 
Primož Dolenc, however, assumes that this is an exogenous supply shock that is unlikely to 
lead to higher inflation in the medium term, while ECB President Christine Lagarde stated 
that the medium-term effects in particular “will depend on the intensity and duration of 
the war”. Uncertainties remain high – and central bankers stay in observation mode. 

 
Minutes of the March meeting 

 On 16 April, the ECB published the minutes of its key interest rate meeting of 18/19 March. 
It became clear that although the tone among the decision-makers in the Governing 
Council has become noticeably more hawkish, the central bankers saw no hurry to act. 
Against the backdrop of the military conflicts in the Near and Middle East, the ECB attested 
that the risks to economic growth in the Eurozone are pointing downward, while there 
were upside risks with regard to the development of the inflation rate. However, the 
conflict has also fundamentally changed the inflation outlook, so that it is now much more 
uncertain than before the outbreak of hostilities. Naturally, the significant increase in oil 
and gas prices brought back memories of 2022, when comparable price movements were 
registered in the markets as a result of the Russian attack on Ukraine and the inflation rate 
skyrocketed. At that point in time, the ECB was criticised for reacting too late to the 
changed parameters with interest rate hikes. Consequently, in March, monetary 
policymakers discussed how to compare and classify the current situation with that of four 
years ago. In this context, the central bankers emphasised that the starting position in the 
current year is significantly better than in 2022, which is in particular due to a more stable 
inflation rate, a more diversified energy mix and fundamentally less pressure on global 
supply chains. Nevertheless, the ECB also urged caution, because even with a timely peace 
in the Middle East, it is likely to take several months for production and supply capacities 
and thus prices to return to their initial level. 

https://www.ecb.europa.eu/press/accounts/2026/html/ecb.mg260416~6a27b0c258.en.html
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Implied Overnight Rate (27 March 2026) Implied Overnight Rate (23 April 20261) 
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Source: Bloomberg, NORD/LB Floor Research 
1 Data last retrieved on 23 April 2026 (14:57) 

 
ECB interest rate decision: Our forecast for 30 April 

 We assume that the Governing Council of the ECB will once again not make any 
adjustments to the three key interest rates at its third meeting this year. Thus, the deposit 
facility rate is likely to remain at a level of 2.0%. The rate of main refinancing operations 
would still be 2.15%, while the rate of the marginal lending facility is to stay at 2.4%. 
However, we consider an interest rate hike at the following meeting in June to be likely, as 
central bankers have little alternative in an environment of elevated inflation in 
accordance with their primary mandate. Otherwise, the ECB will put its credibility at risk in 
the long term. Against this backdrop, a June hike is likely to be the lesser of two evils, even 
if, as we discussed, a rate hike will not address the underlying supply shortage. 

 Covered Bonds and SSA/Public Issuers – “teflon” markets defy the crisis 
 On the global financial markets, the outbreak of the Iran conflict led to a significantly 

increased risk aversion, which the covered bond and SSA/Public Issuer sub-segments we 
predominantly look at could not escape. In the meantime, activity in the respective 
primary markets has stabilised to such an extent that, against the backdrop of continuing 
uncertainty regarding ceasefires, naval blockades and peace negotiations, we can once 
again speak of “teflon” markets, where negative news tends to have little lasting impact. 
The pause in key interest rates in April that we forecast is unlikely to fundamentally change 
this assessment. Despite the positive sentiment, we urge caution and look ahead to the 
long-term trend: Due to the effects of the Iran conflict, we believe that a persistent 
stagflationary environment cannot be ruled out. For example, the German federal 
government recently felt compelled to halve its GDP growth prospects for 2026 to now 
+0.5% Y/Y. At the same time, the outlook for inflation was raised to +2.7% Y/Y. As a 
reminder, at the beginning of 2025, Germany decided on a nearly EUR 1,000bn debt 
package to stimulate the economy. A positive effect on economic growth is not (yet) 
apparent, while long-term debt sustainability and thus refinancing conditions will be 
burdened at the long end. In this environment, a steepening of the yield curve would 
therefore be expected, after it initially flattened significantly at the beginning of the Iran 
conflict due to exaggerated expectations regarding interest rate hikes. 
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Conclusion and outlook 

 In view of the ongoing Iran conflict, the sometimes hourly changing news situation, 
coupled with erratic comments and hectic market developments, there are many 
indications of another pause in interest rates next week. However, it increasingly seems to 
become clear that we may have already reached the interest rate valley and that the ECB – 
triggered above all by developments in the Middle East – could tighten refinancing 
conditions as early as this year. Today, it is important for us to emphasise that the ECB 
should not be driven by the markets. This is because the overall view presented above 
shows that interest rate hikes are not an instrument for steering energy prices, but for 
controlling their macroeconomic consequences. Monetary policy cannot influence the 
origin of a supply or inflation shock, but it can influence its persistence. The price of oil 
follows global supply and financial market mechanisms, while the ECB operates on 
demand, expectations and second-round effects. The crucial factor is therefore not the 
commodity price itself, but its transmission to the domestic economy. In this sense, 
interest rate policy acts less like a light switch and more like a slow but decisive adjustment 
process that determines whether an exogenous shock remains temporary or translates 
into a permanent inflation regime. In our view, nothing should happen before June – and 
we would not bet on more than two rate hikes in the next 12 months. 
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available for download at www.nordlb.de and may be obtained free of charge from NORD/LB, Georgsplatz 1, 30159 Hanover, shall be solely binding. 
Furthermore, any potential investment decision should be made exclusively on the basis of such (financing) documentation. The present information cannot 
replace personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investment 
advice with respect to the appropriateness of an investment in financial instruments or investment strategies subject to this information as well as for other 
and more recent information on certain investment opportunities. 
 
Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks in addition to 
political, fair value, commodity and market risks. The financial instruments could experience a sudden and substantial deterioration in value, including a total 
loss of the capital invested. Each transaction should only be entered into on the basis of the relevant investor’s assessment of his or her individual financial 
situation as well as of the suitability and risks of the investment.  
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NORD/LB and its affiliated companies may participate in transactions involving the financial instruments described in the present information or their 
underlying basis values for their own account or for the account of third parties, may issue other financial instruments with the same or similar features as 
those of the financial instruments presented in this information and may conduct hedging transactions to hedge positions. These measures may affect the price 
of the financial instruments described in the present information. 
 
If the financial instruments presented in this information are derivatives, they may, depending on their structure, have an initial negative market value from the 
customer's perspective at the time the transaction is concluded. NORD/LB further reserves the right to transfer its economic risk from a derivative concluded 
with it to a third party on the market by means of a mirror-image counter transaction. 
 
More detailed information on any commission payments which may be included in the selling price can be found in the “Customer Information on Securities 
Business" brochure, which is available to download at www.nordlb.de. 
 
The information contained in the present report replaces all previous versions of corresponding information and refers exclusively to the time of preparation of 
the information. Future versions of this information will replace this version. NORD/LB is under no obligation to update and/or regularly review the data 
contained in such information. No guarantee can therefore be given that the information is up-to-date and continues to be correct. 
By making use of this information, the Recipient shall accept the terms and conditions outlined above. 
 
NORD/LB is a member of the protection scheme of Deutsche Sparkassen-Finanzgruppe. Further information for the Recipient is indicated in clause 28 of the 
General Terms and Conditions of NORD/LB or at www.dsgv.de/sicherungssystem. 
 
Additional information for Recipients in Australia: 
NORD/LB IS NOT A BANK OR DEPOSIT TAKING INSTITUTION AUTHORISED UNDER THE 1959 BANKING ACT OF AUSTRALIA. IT IS NOT SUPERVISED BY THE 
AUSTRALIAN PRUDENTIAL REGULATION AUTHORITY. NORD/LB does not provide personal advice with this information and does not take into account the 
objectives, financial situation or needs of the Recipient (other than for the purpose of combating money laundering). 
 
Additional information for Recipients in Austria: 
None of the information contained herein constitutes a solicitation or offer by NORD/LB or its affiliates to buy or sell any securities, futures, options or other 
financial instruments or to participate in any other strategy. Only the published prospectus pursuant to the Austrian Capital Market Act should be the basis for 
any investment decision of the Recipient. For regulatory reasons, products mentioned herein may not be on offer in Austria and therefore not available to 
investors in Austria. Therefore, NORD/LB may not be able to sell or issue these products, nor shall it accept any request to sell or issue these products to 
investors located in Austria or to intermediaries acting on behalf of any such investors. 
 
Additional information for Recipients in Belgium: 
Evaluations of individual financial instruments on the basis of past performance are not necessarily indicative of future results. It should be noted that the 
reported figures relate to past years. 
 
Additional information for Recipients in Canada: 
This report has been prepared solely for information purposes in connection with the products it describes and should not, under any circumstances, be 
construed as a public offer or any other offer (direct or indirect) to buy or sell securities in any province or territory of Canada. No financial market authority or 
similar regulatory body in Canada has made any assessment of these securities or reviewed this information and any statement to the contrary constitutes an 
offence. Potential selling restrictions may be included in the prospectus or other documentation relating to the relevant product. 
 
Additional information for Recipients in Cyprus: 
This information constitutes an analysis within the meaning of the section on definitions of the Cyprus Directive D1444-2007-01 (No. 426/07). Furthermore, this 
information is provided for information and promotional purposes only and does not constitute an individual invitation or offer to sell, buy or subscribe to any 
investment product. 
 
Additional information for Recipients in the Czech Republic: 
There is no guarantee that the invested amount will be recouped. Past returns are no guarantee of future results. The value of the investments may rise or fall. 
The information contained herein is provided on a non-binding basis only and the author does not guarantee the accuracy of the content. 
 
Additional information for Recipients in Denmark: 
This Information does not constitute a prospectus under Danish securities law and consequently is not required to be, nor has been filed with or approved by 
the Danish Financial Supervisory Authority, as this Information either (i) has not been prepared in the context of a public offering of securities in Denmark or the 
admission of securities to trading on a regulated market within the meaning of the Danish Securities Trading Act or any executive orders issued pursuant 
thereto, or (ii) has been prepared in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market in 
reliance on one or more of the exemptions from the requirement to prepare and publish a prospectus in the Danish Securities Trading Act or any executive 
orders issued pursuant thereto. 
 
Additional information for Recipients in Estonia: 
It is advisable to closely examine all the terms and conditions of the services provided by NORD/LB. If necessary, Recipients of this information should consult 
an expert.  
 
Additional information for Recipients in Finland: 
The financial products described herein may not be offered or sold, directly or indirectly, to any resident of the Republic of Finland or in the Republic of Finland, 
except pursuant to applicable Finnish laws and regulations. Specifically, in the case of shares, such shares may not be offered or sold, directly or indirectly, to 
the public in the Republic of Finland as defined in the Finnish Securities Market Act (746/2012, as amended). The value of investments may go up or down. 
There is no guarantee of recouping the amount invested. Past performance is no guarantee of future results. 

http://www.nordlb.de/
http://www.dsgv.de/sicherungssystem
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Additional information for Recipients in France: 
NORD/LB is partially regulated by the “Autorité des Marchés Financiers” for the conduct of French business. Details concerning the extent of our regulation by 
the respective authorities are available from us on request. The present information does not constitute an analysis within the meaning of Article 24 (1) 
Directive 2006/73/EC, Article L.544-1 and R.621-30-1 of the French Monetary and Financial Code, but does represent a marketing communication and does 
qualify as a recommendation pursuant to Directive 2003/6/EC and Directive 2003/125/EC. 
 
Additional information for Recipients in Greece: 
The information contained herein gives the view of the author at the time of publication and may not be used by its Recipient without first having confirmed 
that it remains accurate and up to date at the time of its use. Past performance, simulations or forecasts are therefore not a reliable indicator of future results. 
Investment funds have no guaranteed performance and past returns do not guarantee future performance. 
 
Additional information for Recipients in Indonesia: 
This report contains generic information and has not been tailored to the circumstances of any individual or specific Recipient. This information is part of 
NORD/LB’s marketing material. 
 
Additional information for Recipients in the Republic of Ireland: 
This information has not been prepared in accordance with Directive (EU) 2017/1129 (as amended) on prospectuses (the “Prospectus Directive”) or any 
measures made under the Prospectus Directive or the laws of any Member State or EEA treaty adherent state that implement the Prospectus Directive or such 
measures and therefore may not contain all the information required for a document prepared in accordance with the Prospectus Directive or the laws. 
 
Additional information for Recipients in Japan: 
This information is provided to you for information purposes only and does not constitute an offer or solicitation of an offer to enter into securities transactions 
or commodity futures transactions. Although the actual data and information contained herein has been obtained from sources which we believe to be reliable 
and trustworthy, we are unable to vouch for the accuracy and completeness of this actual data and information. 
 
Additional information for Recipients in South Korea: 
This information has been provided to you free of charge for information purposes only. The information contained herein is factual and does not reflect any 
opinion or judgement of NORD/LB. The information contained herein should not be construed as an offer, marketing, solicitation to submit an offer or 
investment advice with respect to the financial investment products described herein. 
 
Additional information for Recipients in Luxembourg: 
Under no circumstances shall the present information constitute an offer to purchase or issue or the solicitation to submit an offer to buy or subscribe for 
financial instruments and financial services in Luxembourg. 
 
Additional information for Recipients in New Zealand: 
NORD/LB is not a bank registered in New Zealand. This information is for general information only. It does not take into account the Recipient's financial 
situation or objectives and is not a personalised financial advisory service under the 2008 Financial Advisers Act. 
 
Additional information for Recipients in the Netherlands: 
The value of your investment may fluctuate. Past performance is no guarantee for the future.  
 
Additional information for Recipients in Poland: 
This information does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance Regarding Information 
Constituting Recommendations Concerning Financial Instruments or Issuers thereof dated 19 October 2005. 
 
Additional information for Recipients in Portugal: 
This information is intended only for institutional clients and may not be (i) used by, (ii) copied by any means or (iii) distributed to any other kind of investor, in 
particular not to retail clients. The present information does not constitute or form part of an offer to buy or sell any of the securities covered by the report, nor 
should it be understood as a request to buy or sell securities where that practice may be deemed unlawful. The information contained herein is based on 
information obtained from sources which we believe to be reliable, but is not guaranteed as to accuracy or completeness. Unless otherwise stated, all views 
contained herein relate solely to our research and analysis and are subject to change without notice. 
 
Additional information for Recipients in Sweden: 
This information does not constitute (or form part of) a prospectus, offering memorandum, any other offer or solicitation to acquire, sell, subscribe for or 
otherwise trade in shares, subscription rights or other securities, nor shall it or any part of it form the basis of or be relied on in connection with any contract or 
commitment whatsoever. The present information has not been approved by any regulatory authority. Any offer of securities will only be made pursuant to an 
applicable prospectus exemption under the EC Prospectus Directive (Directive (EU) 2017/1129), and no offer of securities is being directed to any person or 
investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action would require additional prospectuses, 
other offer documentation, registrations or other actions. 
 
Additional information for Recipients in Switzerland: 
This information has not been approved by the Federal Banking Commission (merged into the Swiss Financial Market Supervisory Authority (FINMA) on 1 
January 2009). NORD/LB will comply with the Directives of the Swiss Bankers Association on the Independence of Financial Research (as amended). The present 
information does not constitute an issuing prospectus pursuant to article 652a or article 1156 of the Swiss Code of Obligations. The information is published 
solely for the purpose of information on the products mentioned herein. The products do not qualify as units of a collective investment scheme pursuant to the 
Federal Act on Collective Investment Schemes (CISA) and are therefore not subject to supervision by FINMA. 
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Additional information for Recipients in the Republic of China (Taiwan): 
This information is provided for general information only and does not take into account the individual interests or requirements, financial status and 
investment objectives of any specific investor. Nothing herein should be construed as a recommendation or advice for you to subscribe to a particular 
investment product. You should not rely solely on the information provided herein when making your investment decisions. When considering any investment, 
you should endeavour to make your own independent assessment and determination on whether the investment is suitable for your needs and seek your own 
professional financial and legal advice. NORD/LB has taken all reasonable care in producing this report and trusts that the information is reliable and suitable for 
your situation at the date of publication or delivery. However, no guarantee of accuracy or completeness is given. To the extent that NORD/LB has exercised the 
due care of a good administrator, we accept no responsibility for any errors, omissions, or misstatements in the information given. NORD/LB does not 
guarantee any investment results and does not guarantee that the strategies employed will improve investment performance or achieve your investment 
objectives. 
 
Information for Recipients in the United Kingdom: 
NORD/LB is subject to partial regulation by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority (PRA). Details of the scope of 
regulation by the FCA and the PRA are available from NORD/LB on request. The present information is "financial promotion". Recipients in the United Kingdom 
should contact the London office of NORD/LB, Investment Banking Department, telephone: 0044 / 2079725400, in the event of any queries. An investment in 
financial instruments referred to herein may expose the investor to a significant risk of losing all the capital invested.  
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