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1-003-0000 
Chair. – Ladies and gentlemen, now we can move to the core of our meeting today, which is 
the monetary dialogue with Christine Lagarde, President of the European Central Bank.  
 
Welcome, President Lagarde, to this fourth monetary dialogue of 2022. Our monetary dialogue 
today is taking place in a very particular and challenging economic environment, which is still 
marked by high uncertainty and strong inflationary pressures. In October, headline inflation in 
the euro area reached its highest level since the introduction of the euro, with the HICP inflation 
rate standing at 10.6%. According to the ECB’s November Financial Stability Review, the 
probability of recession in the euro area for 2023 is close to 80%.  
 
Since the last monetary dialogue on September 26, the ECB’s Governing Council has continued 
on its monetary policy tightening path. On 27 October, key interest rates have been increased 
further, by 75 basis points. In addition, the Governing Council decided to set the remuneration 
of minimum reserves at the ECB deposit facility rate. Finally, the Governing Council chose to 
adjust the interest rate applicable to TLTRO III from November 2023 and to offer banks 
additional voluntary early repayment dates.  
 
Our dialogue today will be the last one of 2022, a year of turbulence and high uncertainty caused 
by Russia’s invasion of Ukraine nine months ago. Since then, the economic outlook for the euro 
area and the global economy has deteriorated dramatically. At the beginning of 2022, it was 
only a remote possibility that we would be simultaneously facing such a serious risk of high 
inflation, recession and financial instability. But as the war continues, this is now unfortunately 
increasingly becoming a baseline scenario. In this context, two topics were chosen by the ECON 
Committee coordinators for today’s meeting. The first one is ‘inflation as a global challenge’, 
and the second one is ‘inflation differentials: consequences for monetary policy’. As usual, our 
briefing papers that were prepared by the European Parliament’s panel of experts are available 
on the ECON committee’s website, and some of them were presented and discussed last 
Thursday in Strasbourg.  
 
Our experts highlighted that both international coordination and domestic coordination between 
monetary policy and fiscal policy would be extremely important. As for international 
coordination, our experts’ view seems to be confirmed by the most recent OECD economic 
outlook that was published last week. The OECD finds that when all central banks hike interest 
rates simultaneously, the negative impact on GDP is larger but the impact on inflation is smaller 
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because the foreign exchange channel is muted. Coordination would therefore be essential, but 
we all know that it is historically extremely difficult to get. As for internal coordination, all our 
experts agreed that domestic, monetary and fiscal coordination would probably be the first and 
most important step to be considered.  
 
While everybody agreed that monetary policy has to intervene, it is important that fiscal policy 
plays a role too. By its nature, fiscal policy can be more targeted than monetary policy and 
therefore may help households and firms to face extra large energy bills and can reduce possible 
second round effects on wages, making central banks’ task easier. Monetary and fiscal policy 
can be synergic in the sense that if you use both, you can use less of each if taken alone.  
 
Of course, the domestic coordination of monetary and fiscal policy is not easy too. However, 
an uncoordinated solution may have a strong negative impact on real economy as well on 
financial stability. What is important is that we should not be too demanding on what monetary 
policy can do in this context. If we give the idea that central banks can do whatever they want 
with inflation, we might risk to endanger their credibility and therefore their own effectiveness. 
We should not ask them too much, but we have to ask them what is right, and we have all to 
coordinate all the policy efforts on the monetary, fiscal, economic side, because that’s the only 
way we can really get out of the current dramatic situation.  
 
So today’s meeting is organised as follows: there will be introductory remarks by President 
Christine Lagarde of 10 minutes, followed by a first round of questions – one slot per political 
group – where each speaker will have 1.5 minutes for the initial question and 3 minutes for the 
answer, with the possibility of a follow-up question of 1 minute maximum for the question and 
2 minutes maximum for the answer. Then we will have a second round of questions where we 
will apply the d’Hondt system, with 1 minute for the question and 3 minutes for the answer. 
Please stick to the time. One question at a time. This will make the debate easier, smoother and 
we will have the opportunity to ask all the questions and have all the answers.  
 
President Lagarde, we are now looking forward to hearing you. You have 10 minutes.  
1-004-0000 
Christine Lagarde, President of the European Central Bank. – Chair, honourable members of 
the Economic and Monetary Affairs Committee, ladies and gentlemen, over the past 12 months 
the ECB has embarked on a swift and comprehensive process of normalising monetary policy. 
 
First, we ended net asset purchases in a matter of a few months. Next, we started raising our 
policy rates at their fastest pace ever. In my short remarks today I will briefly look back on the 
past year – as this is our last meeting before year end – and I will focus on the key actions taken 
by the ECB, and the EU more broadly, to address people’s concerns. 
 
I will also address briefly the two topics selected by this committee for today’s hearing, namely 
the global monetary policy cycle and inflation differentials, or the divergence. 
 
So as the Chair indicated, it has been a challenging year for Europeans. The Russian invasion 
of Ukraine has caused widespread human suffering. It has also shattered our sense of safety, 
threatened our energy security, disrupted supply chains and contributed to pushing inflation 
well above our target. 
 
The shock hit just as we were coming out of the pandemic and has continued to cause economic 
disruptions. The repercussions have been felt not only in Europe but also around the world. 
Inflation has surged almost everywhere, prompting central banks – pretty much all of them 
except two – to raise interest rates, and leading financing conditions to tighten rapidly 
worldwide.  
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This is something that you will have observed in the two pages that I’m sure you all received. 
It’s at the bottom of page two. This is also the topic that you have chosen. 
 
Given our proximity to the conflict and our dependence on energy imports, Europe in particular 
has been hit especially hard. Higher energy costs have been a key driver of euro area inflation, 
which in October reached double digits for the first time since the start of the monetary union, 
with a reading of 10.6. 
 
While the energy shock and global bottlenecks have constrained supply, the re-opening of the 
economy after the pandemic has led to a rapid release of pent-up demand, contributing to the 
upward pressure from demand factors on core inflation, which has increased gradually over the 
year. That is referenced in the first page of the document that you have received, in the middle 
panel. 
 
The rise in inflation affects everyone, but some are feeling it more than others. I am thinking 
particularly of those on low income who spend a larger share of their consumption budgets on 
essentials such as food, electricity, gas and heating expenses, while having lower financial 
buffers to cover the rising cost of living.  
 
Currently, the gap between the effective inflation rate experienced by the lowest and highest 
income groups is by far at its highest level on record in the euro area. We at the ECB have 
conducted research on that particular matter to evaluate by how much it is harder on the lower 
income quintile.  
 
The divergence in inflation rates across euro area member countries is also at a record high, 
mainly due to different degrees of exposure to the energy shock and to the pandemic. This is 
also in your two-pager – on the second page in the upper panel – and this is a topic that is widely 
discussed by the papers that you have commissioned in respect of divergence within the euro 
area. We are monitoring those differences carefully and expect them to normalise as the impact 
of these shocks fades over time.  
 
The different shocks over the past year have also had an impact on real economic activity. While 
the reopening of the economy after the pandemic resulted in surprisingly strong activity at the 
beginning of the year, growth is now slowing down rapidly as a consequence of the war. 
 
By reducing people’s real incomes and pushing up costs for firms, high inflation is dampening 
spending and production. High uncertainty, tighter financial conditions and weakening global 
demand are also weighing on economic growth, which is expected to continue weakening for 
the remainder of this year – fourth quarter – and the beginning of next year – first quarter of 
2023. That’s referenced in your two-pager as well. 
 
So how can the ECB address people’s concerns that I have referred to now while also delivering 
on its mandate, which is price stability? 
 
Faced with the unprecedented challenges that you know well and that I have briefly alluded to, 
Europe has risen to the occasion and shown a strong sense of unity and solidarity – thanks also 
to the crucial role played by this Parliament in pushing for genuinely European actions. 
 
Beyond providing financial, humanitarian and military assistance to Ukraine, the European 
Union has taken significant steps to shield us from the consequences of the war, enhance our 
resilience and reduce our energy dependence. The European response to the war has garnered 
broad support among citizens, and optimism about the future of the EU has increased. 
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Two out of three citizens now consider their country’s EU membership a good thing, and this 
is the highest result since 2007. I know we tend to like to beat our chest, but now and again it’s 
also helpful to see how your action – our action collectively – is perceived. 
 
But the same surveys also show that one-third of citizens find the rising cost of living to be the 
most important issue facing the European Union. Although the majority of citizens believe that 
the defence of our common European values must be a priority, even if this has a negative 
impact on the cost of living, every policymaker should respond to this challenge. 
 
So in accordance with its mandate of price stability, the ECB is doing its part. Our third major 
policy rate increase in October, resulting in a cumulative increase of 200 basis points since July, 
underscores our commitment to tame inflation. It is the fastest paced ever since the creation of 
the euro. 
 
This increase was accompanied by a recalibration for our targeted longer term refinancing 
operations – often referred to as TLTRO III – to reinforce the transmission of our policy rate 
increases to bank lending conditions and contribute by so doing to the normalisation of the 
Eurosystem balance sheet. 
 
In December, at our next Monetary Policy Governing Council meeting we will also lay out the 
key principles for reducing the bond holdings in our asset purchase programme portfolio, 
because it is appropriate that this balance sheet is normalised over time in a measured and 
predictable way. 
 
Interest rates are, and will remain, the key tool for fighting inflation. Higher interest rates reduce 
demand pressures by making it more expensive to borrow money and by influencing how much 
people and businesses spend, save, borrow and invest. This in turn puts downward pressure on 
prices, although the adjustment will take some time to be felt in the economy. 
 
Higher interest rates will also have an immediate effect on people’s and businesses’ 
expectations about future inflation, thereby guarding against the risk of second-round effects. 
Persistently high inflation could lead to de-anchored inflation expectations, which then become 
engrained in wage negotiations and price setting. Not only would the resultant wage-price 
spirals prove self-defeating in supporting real incomes economy-wide, but it would also hamper 
the productive capacity of the economy as a whole. 
 
Strong labour markets – with the unemployment rate still at the historically low level of 6.6 per 
cent in September – are likely to support higher wages. Incoming data suggest that wages are 
picking up, and we will continue to assess their implications for the medium-term inflation 
outlook. That is reference to in the first page of the document that we have sent you. 
 
While monetary policy is geared towards bringing inflation back to our medium-term target, 
the economic outlook will also depend on the action taken by other stakeholders. In the current 
environment of high inflation, fiscal policy needs to be considerate, to not add to inflationary 
pressures.  
 
Fiscal support should therefore be targeted, temporary and tailored. It should be targeted so that 
the size of the fiscal impulse is limited and benefits those who need it most. It must be tailored, 
so that it does not weaken incentives to cut energy demand, and temporary, so that the fiscal 
impulse is not maintained longer than strictly necessary. At the same time, governments should 
pursue fiscal policies that show they are committed to gradually bringing down their public 
debt ratio.  
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Delivering on the ECB’s mandate will create the conditions for strong and sustainable growth 
that will benefit everyone. Yet, achieving price stability is a necessary, but not sufficient 
condition as other policy areas need to act. 
 
Removing constraints on economic growth through an ambitious economic reform agenda at 
the EU and national levels will not only rebuild supply that has been impaired by the recent 
shocks. It will also, over time, strengthen the resilience of our economy in a world that is 
becoming less predictable. 
 
In this respect, we welcome the Commission’s proposal to reform the EU economic governance 
framework. Sustainable fiscal policies are needed not only to ensure medium-term debt 
sustainability, but also to support the three key transitions that will determine our future and 
our growth model, towards cleaner energy, greater economic security and a more digital and 
productive economy. 
 
The Commission proposals are a good starting point for discussion and I encourage EU 
policymakers, including the Parliament, to soon reach a viable and broadly shared agreement 
to help strengthen the foundations of our Economic and Monetary Union. 
 
So in conclusion, we are committed to bringing inflation down to our medium-term target, and 
we are determined to take all necessary measures to that effect. We expect to raise rates further 
to the levels needed to ensure that inflation returns to our 2% medium-term target in a timely 
manner. 
 
In this environment of high uncertainty and with complex shocks hitting the economy, the 
Governing Council decisions will continue to be data-dependent and follow a meeting-by-
meeting approach. How much further we need to go, how fast we need to get there, will be 
based on our updated outlook, on the persistence of the shocks, on the reaction of wages and 
inflation expectations, and on our assessment of the transmission of our policy stance. 
 
I now stand ready to take your questions. 
1-005-0000 
Esther de Lange (PPE). – Madam President, thank you very much for being with us today. I 
would be tempted to directly ask you ‘how fast’ when referring to your latest statements, but 
I’m quite sure you’re going to stick with the brief that you have, so allow me maybe to touch 
upon an issue that is not directly linked to monetary policy but that has strong financial stability 
considerations, and that’s the energy derivatives market.  
 
Energy is in all of our minds, and you have spoken about inflation really touching the lowest 
income groups most, and therefore in this parliament there are many who want to do something 
and who have already done quite a lot. You’ve also mentioned the fact that these measures need 
to be more targeted than they are in most Member States. But I would like to talk about the 
latest proposal by the Commission to cap them on the head – TTF gas contracts, derivatives – 
in case certain conditions are met.  
 
Now, you will be aware that the Financial Times has also reported that the leading exchange 
platform for these contracts estimates that merely introducing this cap – so without triggering 
it – would lead to increased margin calls for energy traders of around 33 billion. That is at least 
what the Financial Times told us. This comes, of course, on top of the fact that many energy 
firms are already liquidity-strained, such as Uniper, and that according to the ECB itself margin 
requirements for energy producers have already doubled in this year.  
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So my question is, does the ECB share this assessment that we’ve all read in the Financial 
Times that introducing the price cap would lead to significant increases in collateral 
requirements? And what is then the ECB’s opinion of this instrument, given the effects it could 
have on energy markets, the ECB’s bank credit lines and, in the end, financial stability as a 
whole?  
1-006-0000 
Chair. – We will have a hearing exactly on this topic on Thursday.  
1-007-0000 
Esther de Lange (PPE). – I’m really interested in what the President has to say on the issue, 
because it’s something that is really close to our hearts at the moment.  
1-008-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much Madam 
de Lange, for this question. It is it is close to your heart, and it is close to our heart as well, 
because it is clearly one of the key components of inflation. When we look at, you know, by 
how much energy has contributed to inflation, by how much, month over month it has affected 
all citizens and clearly impacted inflation, it is important. 41% is not a thing that we should be 
treating casually.  
 
So we are very attentive to the work that is being done. We are very keen to see a European 
response, because as I tried to say in my introductory remarks, whenever Europe reacts as a 
whole and not on a piecemeal basis, country-by-country, it is stronger and it is demonstrating 
the value that it can deliver for the citizens.  
 
I’m not going to give you much by way of our opinion concerning the proposal – and I’m 
assuming that you are referring to the cap mechanism that has been put in place and that 
obviously has been caused by the various margin calls and the derivative market disruption that 
we saw much earlier –for the simple reason that we’ve been alerted to it only a few days ago 
and that the ECB is mentioned on a couple of occasions, actually more than a couple of 
occasions in that document, and as a result of which we will give a seasoned and 
thought-through opinion on this matter to see what role we can play, how we can help and in 
which respect from the financial stability point of view, and purely financial stability point of 
view, we can offer some assistance.  
 
But, you know, we do not actually take a view on the efficiency of the tool because it is not 
something for us to opine upon. We will look at it from a financial stability viewpoint and we 
will look at the instances where the ECB would be called upon to provide its views. But we 
certainly cannot be acting as a substitute for political decisions that need to be made and that 
are called for at the political level, not at the level of the European Central Bank.  
1-009-0000 
Esther de Lange (PPE). – One question is already answered – that was whether the ECB would 
publish an analysis of the proposal, which I think is good. Secondly, would the ECB be 
interested in having the formal task of giving its opinion before such a cap is triggered so that, 
if triggering was coming into view, the ECB would be asked, would have to give an opinion 
on the financial stability implications of that?  
 
If you don’t want to answer that question, you can always comment on Governing Council 
board member Isabel Schnabel’s comments last week about the incoming data so far, 
suggesting that the room for slowing down the pace of interest rate adjustment remains 
limited. Of course, you are not going to give us much more than your final paragraph, but 
maybe you can say a couple of words on her statement and where you expect that analysis 
to go in the months ahead.  
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1-010-0000 
Christine Lagarde, President of the European Central Bank. – So this is not really a 
follow-up question. It’s another question that you are asking, which is a completely different 
story.  
1-011-0000 
Esther de Lange (PPE). – The first one was a follow-up, whether the ECB would want a 
formal role in the triggering of the instrument.  
1-012-0000 
Christine Lagarde, President of the European Central Bank. – I think I tried to make it 
clear in my initial answer, which is that if asked about financial stability, my suspicion is 
that – and this is a bit premature because we have not conducted the analysis, and while our 
international department has worked really hard over the weekend to make sure that they 
understood the ramifications, the various points in the decision-making process, where the 
ECB would be consulted – we would give an opinion, a legal opinion if you will, on the 
document, on these various aspects; not on the entire instrument that is being proposed, but 
on the areas where the ECB would be consulted for financial stability purposes, as I 
understand it, on ‘prior upon operating’, ‘prior to stopping’, etc..  
 
So let’s wait until the legal analysis is completed and whether we see there is a role for 
financial stability purposes – and let me stress once again, it’s for financial stability 
purposes, not for political appreciation or calculations. 
 
On the other matter, I’m sure that in the course of the questions that follow, I will be saying 
a few things in respect of this persistent high inflation that we are seeing now.  
1-013-0000 
Pedro Silva Pereira (S&D). – Thank you Chair, and thank you President Lagarde for being 
with us again in the European Parliament. 
 
In October, inflation in the euro area reached 10.6%, but prices declined by 4.2% in 
Germany – the first month on month decrease since May 2020 – suggesting that inflation 
might be approaching its peak, which would, by the way, be consistent with the ECB 
projections, saying that inflation will decline in 2023 and even more in 2024. In fact, your 
Vice-President, Mr de Guindos, very recently said that euro area inflation was likely at its 
peak, or anyway close to it. 
 
Do you agree with this assessment that we now have more and more indications that 
inflation, although still very high, might be approaching its peak and this should have 
consequences in the decisions of the Governing Council in December? I know that you said 
that interest rates will remain the fundamental tool of monetary policy and you expect to 
raise interest rates even more, but would you say that it is likely that the rhythm of this 
increase is now reduced, taking into account these indications and also the fact that we are 
heading to a technical recession in the eurozone? 
1-014-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much Mr Silva 
Pereira for this very focused question on inflation, which I think is well chosen, given the 
importance that it has for people and the very strong value that we give to inflation in delivering 
on our mandate of price stability.  
 
Headline inflation, the one that we look at most, has hit its highest reading in October – 10.6%. 
Core inflation has been very high as well at around 5%.  I would like to see inflation having 
peaked in October, but I’m afraid that I would not go as far as that. I think that there is too much 
uncertainty, particularly in one component – which is the pass through of high energy cost at 
wholesale level into retail level – to assume that inflation has actually reached its peak. It would 
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surprise me. Obviously, in the longer term, inflation will decline, if only because of our 
monetary policy, number one, but also because bottlenecks that have been putting pressure on 
supply will gradually fade out.  
 
But when you look at the other drivers behind inflation at the moment, whether it is food and 
commodities at large or whether it is energy, we do not see the components or the direction that 
would lead me to believe that we have reached peak inflation and that it is going to decline in 
short order. I think that whenever I ask my top-notch economists at the ECB and I ask about 
the risks, the answer that I get for the moment is that risk is to the upside, without qualifying 
the upside.  
 
So that’s how we perceive inflation at the moment and that prompts us to continue to tame 
inflation with all the tools that we have and, as you very well noted, the one that is first and 
foremost efficient in the circumstances is the interest rate. 
1-015-0000 
Pedro Silva Pereira (S&D). – Thank you Chair, may I ask a second question – a different one, 
but quite an interesting one, on the degree of alignment between monetary policy and fiscal 
policy. Of course, fiscal policy has to find its way between looking for some consistency with 
monetary policy, but also supporting the economy, in particular the most vulnerable people and 
economic sectors, but also not jeopardising the European funds that are now available for 
investment, for the recovery and the transitions that you mentioned.  
 
One of the topics of discussion on the fiscal policy front in the EU currently, is the calendar for 
investments and the recovery plans. Would you agree that a more flexible calendar for the use 
of the recovery funds will be useful to allow for better alignment between fiscal policy and 
monetary policy and also allowing for better and more rapid results in terms of addressing 
inflation? 
1-016-0000 
Christine Lagarde, President of the European Central Bank. – That would warrant a much 
longer response than I’m allowed to give you, but I will try.  
 
Monetary policy and fiscal policy should operate with good understanding of the action of the 
other. Monetary policy is focused on restoring price stability, on fighting inflation, using the 
tools that I have just mentioned, and moving out of these accommodative policies that has been 
the policy for many years – and which is still accommodative, by the way – so, that’s what we 
have to do.  
 
Fiscal policy, at the same time, needs to be attentive to those that are most affected by the 
current situation and by the necessary monetary policy action that we take, which is why we 
say that it should be temporary, targeted and tailored. You must have heard that a thousand 
times.  
 
Unfortunately, when we look at the budgets and the fiscal plans by the various Member States, 
not all of it is temporary, targeted and tailored. According to the Commission, it’s more like 
30% of it is. By our own calculations, it’s less than 30%. But whether it’s 30% or 15%, by our 
own calculations, it is still way too little, which means that some of those measures that are 
taken, which are not temporary, not targeted, not tailored, are actually going, ultimately, to 
contribute to inflation. They will put upward pressure, certainly when normal operations are 
restored. They might put inflation under downward pressure in the first phase, but it will return 
to upward pressure when those measures are removed eventually.  
 
I think I would draw a line between the support measures that are decided often at the national 
level and the fiscal impetus that is given by the Recovery and Resilience Fund, which is targeted 
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at improving the productivity capacity of our European economies, and which as a result will 
improve and increase the output capacity of Europe.  
 
So I would not put them exactly in the same basket. 
1-017-0000 
Stéphanie Yon-Courtin (Renew). – Madam President, Christine, first of all, thank you very 
much for being here. Thank you for the decisive action you have taken to protect the purchasing 
power of people in Europe: people who are taking more notice than ever of the decisions taken 
by the ECB, in particular, but also by the EU institutions and by governments. 
 
We can do nothing other than welcome the proactive signals from the ECB, so we could 
envisage another rate increase, but we’re currently seeing persistent double-digit inflation, and 
although I can’t predict the future – unlike my previous colleague, perhaps – we can presume 
that inflation is here to stay for a long while yet.  That might be a reality in the long term, 
especially if the markets don’t have faith in the ECB’s ability to maintain price stability. With 
that concern in mind, I’d like to ask you three questions. 
 
The first question centres on the fact – and it’s something you’ve made clear – that the ECB is 
of course worried that rates in the euro area are entrenched at a level several points above the 
target. How far is the ECB ready to go to respond more decisively to this problem? 
 
The second thing – as demonstrated by the first topic dealt with in the document we’ve received, 
which the ECB has just published – is that the inflation rates differ significantly among the 
Member States. How can the fact that prices are developing differently across the euro area 
affect the ECB’s ability to come up with a consistent policy to address this problem? 
 
And finally, I would like to ask you about the new anti-fragmentation mechanism. This is of 
course being rolled out in an effort to ease the pressure on sovereign debt spreads in our 
monetary union. How do you assess the effectiveness of the mechanism, and is there any need 
to review it? Or is it a bit early for that, given how new it is? 
1-018-0000 
Christine Lagarde, President of the European Central Bank. – Merci beaucoup. Je vais vous 
répondre en anglais – I think it’s more appropriate for most.  
 
You asked me – in view of the very high inflation rates, as most recently read at 10.6% in 
October for the whole of the euro area on average – how far the ECB will go in terms of setting 
interest rates and how much further we will hike interest rates.  
 
I don’t have the answer to that question. Or rather, I have a general answer, which is that the 
ECB will use interest rates and will hike interest rates as long and as much as is needed in order 
to reach the price stability medium-term target that we have.  
 
We have moved at the fastest pace as ever for the ECB, increasing rates by 200 basis points, 
first of all moving out of negative territory, and then increasing successively by 75 basis points 
twice. We are not done with inflation and we still have work to do – whether that will take us 
into restrictive territory, it may well be, but we will do what is needed and we will use interest 
rates as much as is needed in order to deliver on that commitment to return inflation to a 
medium-term 2%.  
 
On your second question, you are correct. Divergence has never been as important as it is at the 
moment. If you compare Estonia with France, we have a nearly 15% difference in terms of 
percentage of inflation, and that is largely attributable to the fact that more of the normal basket 
of consumption of the Estonian consumer, for instance – taking Estonia because this is the 
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highest in the group – the proportion that is spent on energy and food is significantly higher 
than what is spent in terms of energy and food by other citizens of Europe, namely those who 
are located in France – because we have taken Estonia and France, although it’s not fair to pick 
and choose two countries, but they are at the opposite end. So that’s one reason. 
 
I think the second reason, which is clearly having an impact for those Baltic States that are 
amongst the most affected, is the proximity of Ukraine and Russia and the horrible war started 
by Russia against Ukraine and the fact that, in terms of risk, the Baltic countries are regarded 
as a higher risk.  
 
The third and final point is that in some of those countries that have a high inflation rate at the 
moment, possibly less shield measures have been taken by the governments, at least up until 
now.  
 
Now we expect those divergences to gradually fade, and we hope that they do fade, but that’s 
the situation that we have at the moment. To the extent that supply bottlenecks associated with 
the proximity of Russia notably, to the extent that energy costs will eventually fade out over the 
course of time as we restructure and change our policy mix, those divergences will narrow.  
 
Now I’m out of my time, but on TPI, suffice to say that the Transmission Protection Instrument 
is there, is available, will be used if necessary, and there is no reason on earth at the moment as 
to why we should either withdraw it, change it, or amend it in any kind of way. 
1-019-0000 
Stéphanie Yon-Courtin (Renew). – Madam President, I’ve already used a lot of my time in 
putting three questions to you, so I’ll let my colleagues carry on. 
1-020-0000 
Henrike Hahn (Verts/ALE). – Thank you very much, Chair. Dear President Lagarde, it’s a 
real pleasure to welcome you back to the ECON Committee. The cost of living crisis and 
challenging outlook for our economies makes our regular dialogue and monetary policy even 
more important.  
 
We face a particularly complex situation dominated by the energy price shock, leading to 
unprecedented levels of inflation for the euro area. To confront this challenge, many policy 
areas must contribute their bit to limit price rises, to reduce demand for fossil fuels, and to 
reduce inflation without increasing the risk of a recession.  
 
Fabio Panetta recently noted that – and I quote – ‘appropriate public policies that compress the 
demand for fossil fuels and stimulate the production of cheaper renewable energy sources can 
help to contain inflationary pressures’, and we are already using the lower cost of renewable 
energy to cushion the impact of the fossil fuels shock on energy prices.  
 
This leads me to my question to the ECB. Would you agree that investments in energy 
efficiency and renewable energies are deflationary in the current context?  
1-021-0000 
Christine Lagarde, President of the European Central Bank. – Thank you, Madam Hahn, for 
your question. As a good person from Normandy – and Madam Yon-Courtin will understand – 
I would say P’t-êt’ ben qu’oui, p’t-êt’ ben qu’non, because it all depends on timing. I think the 
jury is still out – and there is a lot of academic research, papers, introspection, speeches being 
focused on those particular issues – but I think in general, well first of all I would like to start 
with this fact, it is not green energies that are inflationary at the moment; it is the fossil energies, 
clearly.  
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But to your specific question of whether or not investments in green energies are inflationary 
or deflationary, I think I would say it depends over the course of time. Ultimately, once 
investments are conducted, once the energy policy mix has changed, then ultimately the 
marginal unit cost of the green energy kilowatt, megawatt, whatever you want to measure it in, 
will be cheaper.  
 
But in the first phase, as we will have a transition which will require, probably, some continued 
investment in fossil fuel, whether we like it or not, and significant investment in the production 
of green energy sources, at least in a first phase it is likely to have upward pressure on prices 
rather than downward pressure on prices.  
 
So I think it’s really a matter of where in time are you focusing your question. If you say in the 
medium-term, in five or six years time, most likely, but in the first place, probably not.  
1-022-0000 
Henrike Hahn (Verts/ALE). – Thank you very much. I think we might disagree on the latter 
aspect, but I think we can agree that hiking interest rates is not a very targeted tool, as this 
equally impacts all sectors of our economy and, in the current context, price rises come from a 
very specific source – namely fossil fuels.  
 
So would it then not be a more logical and effective use of monetary policy to introduce dual 
rates or differentiated rates rather than using the blunt tool of rising interest rates across the 
board?  
 
So with its successful, targeted longer-term refinancing operations, the ECB has already 
accumulated a lot of experience when it comes to attaching conditions to the way banks use 
ECB funds. So this know-how could now be applied to differentiated interest rates for 
investments in energy efficiency and renewable energies. Do you agree on that?  
1-023-0000 
Christine Lagarde, President of the European Central Bank. – I guess you would agree with 
me that our mandate is price stability. As a result of that, the distinction that you draw – and 
that one could find perfectly legitimate – would actually result from a decision under a 
determination that is made here, that is made in national parliaments, that is implemented by 
governments.  
 
Enhanced credit terms can certainly be decided at those levels. But it is not for the European 
Central Bank – particularly to the extent that we are now normalising balance sheets and 
procuring to doing that in the months to come, and with the price stability mandate that calls 
for a unique interest rate, or rather three unique interest rates – it’s not for the ECB to do that. 
1-024-0000 
France Jamet (ID). – Good afternoon Ms Lagarde, I think you’ll agree with us today in 
admitting that we are standing on the brink of the abyss. I think this has been made clear, 
because the financial stability review published by the ECB in November seems to 
acknowledge it itself. 
Yes, inflation is here, and an extremely serious financial crisis is looming because the ECB is 
suggesting that we facilitate spiralling government debt with the anti-fragmentation 
mechanism. This would allow all Member States to borrow at the same rate. And because the 
credibility of the European Union does not exist, and because it depends entirely on that of the 
Member States and particularly on that of Germany, which has major problems at the moment, 
my question is, how can you assure us that savers and taxpayers won’t be the ones footing the 
bill? 
 
The economic crisis is already extremely serious, and it’s having an adverse impact on our 
compatriots’ quality of life. With that in mind, the introduction of variable rates on mortgages 
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– which no French bank uses – will most probably result in terrible problems that will affect 
the most vulnerable people. So my second question, Ms Lagarde, is: will the subprime crisis 
will be repeated in France? And in doing this isn’t the ECB going to help kill off the French 
banking system, or rather the French banking model? 
1-025-0000 
Christine Lagarde, President of the European Central Bank. – Merci, Madame Jamet, pour 
vos questions. On the first one, I would like to disagree, respectfully, with you because I think 
that Europe has credibility. I don’t think that we can just assume that the credibility belongs to 
each and every Member State. We can see that very clearly, because we act as the agent of 
Europe when it comes to the Recovery and Resilience Fund and the borrowing programme that 
the European Commission has been tasked to do.  
 
I can assure you that Europe as a risk exists on its own. It’s a supra-risk, meaning that it is in 
the same family of risks as the European Investment Bank and a few other international 
institutions – the ESM as well. It’s obviously another institution that is borrowing at a level 
which is regarded by rating agencies, by investors, as a risk of its own. So that’s point number 
one.  
 
Point number two, I think the action of the European Central Bank, both in terms of its central 
banking activity, which is often narrowed to the monetary policy determination, but also its 
supervision activity – which I think will be commented upon on 1 December, because my 
colleague Andrea Enria will be coming to answer your questions – I think quite to the contrary 
has actually helped strengthen the banking system throughout the European Union.  
 
You’ve asked about the solidity of the system and whether the ECB would actually undermine 
it. I think we have contributed to strengthening the banking system. If you look at the solidity 
of the banks at the moment, it is significantly stronger than what it was back in 2008. I was 
Finance Minister of France at the time, and I can assure you that whether you look at the ratio, 
the capital ratio, the core equity tier one numbers, whether you look at the liquidity ratio, the 
leverage ratio, there has been significant improvement and that is caused by your action, but 
it’s also caused by the European Central Bank action, in particular in its supervisory capacity.  
1-026-0000 
France Jamet (ID). – Without wishing to be unpleasant, Ms Lagarde, I would point out that 
the sheer size of the economy in the countries of Europe means that when it comes to credibility, 
we can’t necessarily conclude that a collection of weaknesses represents a form of strength. 
 
And is there not a contradiction at play if we claim to be pursuing a restrictive monetary policy 
by raising interest rates to combat inflation, when at the same time we are encouraging countries 
to get into debt and thus to step up the supply of money, which is a purely inflationist approach? 
1-027-0000 
Christine Lagarde, President of the European Central Bank. – Thank you for that follow-up 
to your question. 
 
I think I pointed out in my introductory remarks that what we are currently pursuing is our 
mandate: price stability. And that the one main tool we use to do this is the interest rate. We 
used it quickly. We will continue to do so until we have the interest rate we need to deliver 
inflation of 2% in the medium term. That is our goal. 
 
Furthermore, we have also stated that at the Governing Council’s next monetary policy meeting, 
we are going to establish our main principles for reducing the size of the ECB’s balance sheet. 
So with regard to your comment about a collection of weaknesses not representing a form of 
strength, I’m afraid I’m going to have to disagree with you once again. 
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1-028-0000 
Johan Van Overtveldt (ECR). – Thank you Chair. Thank you also, Ms Lagarde, for being 
here. The ECB is fighting some very important short-term battles, but there are, of course, 
longer-term issues which we should address. I’m thinking even more specifically about the 2% 
inflation target.  
 
During the last decade, the ECB hardly achieved that target because inflation usually was lower, 
and as you spoke about yourself in your recent speech at the European Banking Council, there 
are several forces in the real economy that lead us to expect structurally higher inflation in the 
future.  
 
So isn’t it time to start thinking about the usefulness of this 2% inflation target? Due to the fact 
that you’re constantly missing this target, you’re undermining the trustfulness, the trust in the 
ECB.  
1-029-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much. You are 
right to focus on one word which is extremely important, which is that of the credibility of any 
central bank, including the European Central Bank – and probably more so the European 
Central Bank, because we are dealing with 19 different fiscal policies and 19 Member States, 
soon to be 20 as of the 1 January when Croatia joins the euro area.  
 
That credibility is going to be tested, is being tested, by the determination with which we return 
inflation back to the 2% medium-term objective that we have. That is the reason why we have 
to be determined, why we have to take that job very seriously, particularly in view of the high 
resilient inflation that we are seeing at the moment.  
 
Is it time to change the yardstick by which you measure your performance? I don’t think so. I 
think the debate could be had at some stage. The debate was actually taking place a few years 
back when a very reputable economist who was at the time at the IMF suggested that another 
number could be used eventually. But now is not the time to do so and it’s clearly against the 
objective that has been defined as price stability for which we have to align our efforts and 
redouble our efforts going forward.  
 
I’m tempted to actually disagree with you on the assertion that you made that we have 
constantly failed to deliver. I think if you look historically, there was a long period of time 
when, on average, inflation actually was at 2%. Then we had a period of about ten years where 
inflation was way below 2% to be in negative territory in December 2020, if you remember. 
Obviously we have the situation that we have at the moment, which is too high – persistent 
inflation that we have to tame, and that’s what we will do.  
1-030-0000 
Johan Van Overtveldt (ECR). – Just for the record, in terms of underachievement, I was 
referring to the last decade and not to the time before. But anyway, my follow-up question 
switches to the short-term. That’s a weak link, I admit, but anyway. 
 
You have already elaborated on how far we should go with driving interest rates up now. 
Executive Board member Isabel Schnabel last week was quite explicit about that because she 
suggested that policy rates should end up in real territory, which means above inflation.  
 
I’m not going to do the math here, but that means that interest rates would have to go up a lot 
from where they are today. Do you agree with that statement, or what would in general be your 
comment on that statement?  
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1-031-0000 
Christine Lagarde, President of the European Central Bank. – You know the beauty of the 
European Central Bank, of its Executive Board and its Governing Council, is that while we are 
all engaged in the same fight and we all have the same objective ultimately, everybody has their 
opinion, everybody has their conviction and I, as President of the ECB, respect that. While 
some people might argue that this is cacophonic, I’m very sorry, but this is a debate and this is 
a debate that is healthy and that is good to have. It’s sometimes difficult to preside over those 
debates, but it is my job and I’m very happy to deliver on that job.  
 
So it won’t surprise you if I say three things. One is that we are going to be data dependent and 
it so happens that our next projection exercise will actually be in two weeks’ time. So we are in 
a way relying on numbers and projection and work that has been done back in September, some 
of which is clearly outdated. But we will have new numbers in December. So that’s point 
number one. We will be data dependent. We will be looking at, obviously, the outlook, but 
obviously the persistence of the shock, obviously the transmission to the economy and looking 
at multiple indicators, some of which have been very, very well dissected by my colleague 
Philip Lane, who has also given a very good version of his views on certain matters, both of 
them – Ms Schnabel, Mr Lane – equally fascinating.  
 
The second point is we will be deciding meeting by meeting. So as President, I would absolutely 
refrain from giving any kind of forward guidance. We have decided that forward guidance was 
not helpful at the moment. It may well be – and that’s going to be a Governing Council decision 
– that when the time comes to do some quantitative tightening, we give some indications, and 
that will be part of the principles that we will decide and that we will debate at the Governing 
Council meeting that is coming up in December. So, data dependent and meeting by meeting.  
 
Third, as I said, which pace, for how long, how high, is not something that I have a view on. 
The view I have is that it has to be the interest rate that will be sufficiently high in order to 
deliver the 2% medium-term inflation target that we have. As I said in a previous speech, I’m 
not innovating for those of you who are picking up bits and pieces of what I’m saying now, it 
may well be that it takes us into restrictive territory. But that is something that, as I said, we 
will be debating meeting by meeting and on the basis of data.  
1-032-0000 
Manon Aubry (The Left). – Ms Lagarde, you said – and, so far, we’re in agreement – that the 
massive inflation we’re currently seeing is hitting the poorest hardest, whether this means the 
impact on basic necessities or unavoidable expenses, which are rising steeply, and that as a 
result real wages are falling in the euro area. We have a duty to provide a political response, 
and to do this we have to look very carefully at what is causing the inflation. 
 
That is where I’m finding it difficult to see where you stand. Because – and this has been said 
many times – on the whole this inflation is actually the result of external events, in particular 
the energy shock. You also said in October this year, and you partly said it again here today, 
that over the past few months the skyrocketing prices of energy and food, in particular, have 
brought pressure to bear on prices across the board and sped up inflation. That’s the first thing. 
 
The second is that you’ve talked about the wage-price spiral, something that economists do not 
agree on, including people you know well. An IMF study published a few weeks ago disputes 
it, for example.  
 
My question is thus twofold: first, why are you still using this wage-price spiral argument to 
justify your monetary policy when it has not actually been verified? And second, does the 
Christine Lagarde of today, 28 November 2022, agree with the Christine Lagarde of October 
2022 and with the quotation I was referring to, which explained that this inflation was caused 
by supply problems relating to a succession of major crises, and not by excess demand?  
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1-033-0000 
Christine Lagarde, President of the European Central Bank. – Thank you for your question, 
Ms Aubry. You have raised matters of principle which I shall try to respond to in detail.  
 
First of all, I continue to say that the largest contributors to inflation at the moment are energy 
and food. Energy, month over month, is about 41%. Food is about 13%. So those are key 
components. As both you and I agree, it is affecting more the low income people than the high 
income people because they spend more of their consumption basket on energy, on food, on 
heating, electricity bills and all the rest of it.  
 
I think when you look into the drivers of inflation – and I agree with you that we have to look 
at drivers to see what is going to be most effective in terms of response – we had for a period 
of time a major supply shock and we continue to have a supply shock. The one that you called 
the exogenous shock.  
 
But it’s not that simple. It is also fuelled by demand. So if you ask me whether the November 
and the October Christine Lagarde is the same person, the answer is yes. There is a driver of 
inflation that is definitely related and caused by supply. But the recovery that we faced after the 
last of the lockdown periods was removed, and the pent-up demand that resulted from that fast 
recovery, that has increased demand and has brought demand as a driver – not on a par with 
supply as I think supply is still dominant – but demand is now also a key factor.  
 
If you drill down, you see that non-energy industrial goods in particular, the NEIG as it’s often 
referred to, this one is more influenced by supply factors. If you look at services, it is more 
influenced and driven in terms of inflation by demand factors. So you have both supply and 
demand that are moving prices upward. So that’s on your first key question.  
On the second one, which has to do with the second-round effect that we are concerned about, 
I think it’s perfectly fine that some people have different views but, informed by history, we 
still believe that to have the risk of salaries running on a par with, or ahead of, inflation, as it 
stands now would actually concur to second-round risk being embedded in the economy and 
potential upward pressure on prices that would lead us to have to take a more restrictive policy 
going forward.  
 
So while it is completely legitimate that salaries be increased in order to help people cope with 
the current circumstances, the form that it takes, whether it’s by way of catch-up or whether it’s 
by way of a special determination, needs to also take into account the risk of the second-round 
effect.   
1-035-0000 
Manon Aubry (The Left). – In view of the time, I’d just like to go back to the first part of your 
answer, Ms Lagarde. First, I’m delighted to hear that November’s Ms Lagarde is the same as 
October’s Ms Lagarde. And you do acknowledge that a major cause of the inflation is a supply 
shock rather than a demand shock. This leads me to question the political response and the 
ECB’s monetary response, which would seem to me to be at odds with your diagnosis. And that 
is why I asked you about that diagnosis. 
 
By raising interest rates as you are doing, you are actually addressing inflation as if the cause 
of the problem had been an upsurge in demand, which is at odds with the initial diagnosis. What 
is more, you have said on a number of occasions, including today, that the objective of monetary 
policy in this context is to reduce support for demand. For ordinary people, reducing support 
for demand means, in practice, entering a vicious circle that could lead us into an economic 
downturn. 
 
So my follow-up question is this: to ensure that the poorest – who are already struggling to 
make ends meet – are not hit by this double whammy, how can you justify digging your heels 
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in and pressing ahead with this dead-end approach that could lead Europe into recession?  Is 
that something you’re afraid of, something that could be a disaster for hundreds of millions of 
people, or are you completely disregarding it? And will you ultimately be able to explain to 
people that they are going to be used as an adjustment variable in this crisis, if that is the path 
you’re going to take?  
1-036-0000 
Christine Lagarde, President of the European Central Bank. – I’m going to try to explain to 
you why it is, in our view, legitimate to reduce the stimulus to demand, because at the moment, 
with the rates as they are, with the reinvestment policy as we have it, we are contributing to 
supporting demand.  
 
Now, if you support demand and you have across from that a supply that is inelastic, that is not 
going to move much because supply bottlenecks are still there and fade out very gradually, 
because energy prices are inelastic, at least for the moment, if you push demand up against a 
rigid supply, where is the adjustment? The adjustment is on prices.  
 
What we would do by continuing to stimulate is simply push prices up. Our job, our mandate 
is as it is, it is to bring it back to stability and to 2%. So we cannot possibly continue to stimulate 
demand as we have done and as we are still doing at the moment.  
1-037-0000 
Chair. – Now we start our second round of questions. So let me just remind you that this means 
one minute for the question, three minutes for the answers and no follow-up. So the next speaker 
is Luděk Niedermayer from the EPP.  
1-038-0000 
Luděk Niedermayer (PPE). – Thank you very much Chair, let me first say that this time I 
must agree with many things that were said here, and I want to emphasise some of them. First 
of all, it’s good to look at your decomposition of the inflation pressures in core inflation, where 
supply and demand are roughly one-one. The second, look at the wage development. The third, 
I completely agree with your assessment of fiscal policy, that we cannot afford to increase the 
demand, and I appreciate your support for improvement of the fiscal rules. I guess it’s important 
that there is no space for forward guidance. And also I appreciate actually that there are a variety 
of opinions in the ECB Board because this can lead to better decisions.  
 
I have my main question on coordination of the fiscal monetary policy. I am a little bit sceptical 
about international coordination, because I guess we should rather reflect each other’s than to 
coordinate because we have our own policy goals. But still, I would like to hear what for you 
is the relevance of the fact that our interest rate differential vis-à-vis the US dollar is basically 
200 basis point. That can increase the risk of a weak euro and more importantly, inflation.  
 
If you spare a few seconds, also I fully agree with your comments on the risk of spillover of 
PPI prices into CPI prices. We know that, for example in Germany, since March the PPI is 
running year on year 30%, that is increasing substantially the risk of a leak into CPI prices. So 
how dangerous is this, or do you believe that PPI will correct sufficiently and quickly? 
1-039-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much for 
summarising the key points that I tried to make in the many very good questions that I received. 
That’s very helpful. 
 
I will focus on two things in response to your questions. I think there is a little bit of ambiguity 
about the concept of coordination between central bank policies. I think you rightly pointed out 
that each and every central bank – be it the Fed, be it the ECB, be it the Bank of England or the 
Bank of Japan – have their own mandate, have their own accountability to their various 
parliaments, and are going to take into account only by way of I wouldn’t say even spill-over, 
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but by way of spill-back, what other players are going to do, so it’s the extent to which a decision 
that is made outside the euro area has an impact – so that’s a spill-back – into our own economic 
region that we have to take into account.  
 
But it is not the only element, the only sort of extraneity element that we take into account. We 
also look at exchange rates, because that clearly impacts on inflation and, as you know, has 
multiple channels to enter into our economies. But we do take those elements into account. Our 
modelling exercise includes these various components, and the judgement and the discretionary 
judgement that is also included in the monetary policy determination that we make also reflect, 
take into account, measure those elements.  
 
But to speak of actual coordination is probably an excess of language. We don’t coordinate, we 
inform each other, we talk to each other, we have regular consultation moments, but we do not 
coordinate and we are accountable. I’m accountable to this Parliament and my colleague, Jay 
Powell, is accountable to the Congress. So it’s a different story. I agree with you. The 
differential between their interest rates and our interest rates is a factor of history. The Fed never 
was in negative territory. The causes of inflation in the United States are different from ours. 
Their dependency on energy has nothing to do with our dependency on energy. Their labour 
market is multiply more tight than ours. If you compare just the ratio of unemployed to 
vacancies theirs is between 1.7 and 2 and ours is 0.3.  
 
So we are talking about different circumstances, a different economy, different exogenous 
factors impacting it, and obviously different currencies. But each of us, I’m sure – and I can 
speak for us at the ECB – are determined to arrive at this interest rate that will deliver our 2% 
medium-term inflation target, be it what it may. 
1-040-0000 
Joachim Schuster (S&D). – I would like to come back to the issue of interest rates. Ms 
Lagarde, you have said: ‘Interest rates are the most important instrument’. The problem is that 
interest rate hikes are useless in offsetting supply-driven price increases. Supply-driven price 
increases lead to a concurrent drop in demand pressure, because these are indispensable goods. 
Moreover, demand-driven inflation is often related to the end of the pandemic and pent-up 
demand. This means that these effects will also tail off. 
 
This raises the question – because you said you want to raise interest rates further, but  will 
decide on a case-by-case basis, i.e. from meeting to meeting – of whether this is still necessary. 
What precise criteria are you applying? Because at the moment I don't see that there is enough 
pressure from the demand side to necessitate raising interest rates further. And the problem is, 
of course, that interest rate hikes could also drive recessionary developments. 
1-041-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much, Mr 
Schuster, for your question. Yes, interest rates are currently the most efficient, most adequate 
and most proportionate response in order to deliver on our mandate and procure price stability 
as is called for and as defined as our 2% medium-term target.  
 
I tried to explain that, still today, despite the 200 basis points increase that we have decided 
over the last three monetary policy Governing Council meetings, we are still providing support 
to demand. We are still in accommodative territory, and we certainly – when you think in terms 
of real interest rates – are still providing that support to demand.  
 
Now in the face of what we are trying to do, which is to tame inflation and in the face of this 
dual-origin supply and demand, but probably more important demand aspect as a driver of 
inflation, we clearly have to continue increasing interest rates. This is something that we said 
at our last monetary policy meeting, and this is something that we will decide. My suspicion, 
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although I do not want to venture too much into the future, is that we still have a way to go, and 
we are not done with inflation.  
 
So, yes, we will continue to raise interest rates and we have to stop stimulating demand in the 
face of this supply rigidity and inelasticity that I referred to earlier on, and the rate that we will 
have to go to will be the rate that will help us deliver on the target that we have of medium-
term 2% inflation.  
 
How will we measure that? Well, we will use inflation outlook. We will use the assessment of 
the persistence of inflation. We will use the measurement of how our monetary policy transmits 
throughout the economy, and those components will help us – so it will be a combination of a 
forward-looking component as well as empirical evidence of what is taking place now and what 
is likely to happen as a result of what we know of the economy, as well as what we can learn 
from history. All that will inform our decision, again, on a meeting by meeting basis. 
1-042-0000 
Gilles Boyer (Renew). – Ms Lagarde, thank you for regular visits to address this committee. I 
can’t resist pointing out that a year ago we were lamenting the fact that inflation was so low, 
which goes to show that economics is an explanatory discipline rather than a predictive one. 
But thank you anyway for trying to shed some light on the future. 
You’ve been asked a lot of questions on that burning issue, and I don't want to make you repeat 
yourself. So I’d like to move on to another topical subject, if I may. The development of new 
technologies and some private monetary initiatives are asking many questions of us. I could 
mention the Libra project, for example, which has so far come to nothing. The proliferation of 
unreliable crypto-currencies, as we saw with the dizzying collapse of FTX last week, has stoked 
concern that the stability of the system could one day be put at risk if we give private initiative 
a monopoly in this area – one in which trust is so important. 
 
The ECB is currently working on a project involving a digital euro, which it would guarantee 
and which would enjoy the same level of trust as banknotes. The Commission will publish a 
proposal for a regulation next year to be put before the EU’s co-legislators. We will have plenty 
of other opportunities to discuss this complex topic, but I’d like to know what your first 
impressions are of this important project.  
1-043-0000 
Christine Lagarde, President of the European Central Bank. – Thank you, Mr Boyer, for 
taking us into the future! 
 
First of all, I would observe that Europe has been at the forefront and with MiCA, which will 
be a reality for economic players in, I hope, two years or a bit less than two years’ time, we will 
have been the pioneers in this world of great inventiveness, great unreliability and use of the 
alleged-to-be magical technology, distributed ledger technology and others, but which has been 
a miroir aux allouettes for many.  
 
I have said long ago, and I remember that I was being mocked and laughed at initially, that 
regulation, supervision of crypto-assets as well as stablecoins – but I was mainly referring to 
crypto-assets at the moment – was an absolute necessity, and on a global basis and I’m still of 
that view. We’re not there, but at least Europe on that territory is ahead of the pack.  
 
But as I said previously, it’s one step in the right direction. This is not it. There will have to be 
a MiCA 2, which embraces broader what it aims to regulate, what it aims to supervise. That is 
very much needed and I really hope that Europe can continue to be a leader in that respect.  
 
The second point I would make is that I believe that our action and our repeated interventions, 
sometimes in a discreet way, has been helpful to stop some of the players from engaging further 
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in the field, and Libra is certainly one case in point. But I would put Libra separate from FTX. 
Libra was intended to be a stablecoin that would guarantee 1 Libra for USD 1 at the time, one 
Libra for one something else later on. But this doesn’t seem to be a very active project at the 
moment. FTX is more in the field of, not currency, but crypto assets – the stability and reliability 
of which has been clearly exposed in the most obvious way recently.  
 
So what do we do? We believe that money is actually a public good and that as a result, to the 
extent that many of our European citizens, compatriots, are looking at digital currencies, digital 
payment systems, digital ways of operating and transacting, we have to also be able to offer at 
some stage this digital currency that we are working hard on.  
 
Cash will always be there, banknotes will be there, and there are people who will always prefer 
to have those banknotes and those coins. But equally, we have a growing number, and in some 
countries, a very large majority of citizens, who are now saying, I want to pay digital, I don’t 
want to hang around with banknotes and coins.  
 
So we have to be able to offer that. If we don’t, somebody else will take that space. Nature 
abhors a vacuum. We have to be there and we have to be available, and I’m so pleased that 
together with the Commission and then with you completely associated in the process of the 
legislative instrument that will be the support of this digital euro, we will have that product and 
that offer available for all European citizens who want to use it. The others will continue to use 
other payment terms, but we have to be there. 
1-045-0000 
Lídia Pereira (PPE). – Madam Chair, I will speak in Portuguese. Madam President of the 
European Central Bank, we are all concerned about the effects of inflation and rising mortgage 
interest rates on household incomes.  
 
The Portuguese Prime Minister, António Costa, has singled you out for vehement criticism on 
the ECB's monetary policy decisions in a show of  almost unprecedented aggression against the 
Central Bank. And this is the very same António Costa who, according to allegations by a 
former governor of the Bank of Portugal, Carlos Costa, precipitated the resolution of a bank in 
2015, Banif, and who meddled in the process of assessing the suitability of the director of 
another bank, Eurobic, in this case Isabel dos Santos, daughter of the former President of 
Angola, José Eduardo dos Santos.  
 
How would you respond to the Portuguese Prime Minister's criticism of your decisions and 
what view do you take of interventions by  and pressure from heads of government on ECB 
policy and, for that matter, on the central banks? 
1-046-0000 
Christine Lagarde, President of the European Central Bank. – Thank you Ms Pereira, you 
know our mission at the European Central Bank is to provide price stability, and we have to do 
so in accordance with the Treaty that has tasked us with this mission, and we have to do it in 
full independence and being accountable to you, to the European Parliament. We are not 
accountable to the European Council. We are not accountable to any particular government, be 
it a highly respected and respectable Prime Minister, as is Mr Costa, or any other leader of any 
government. Our accountability is to the people of Europe and through you.  
 
So we just have to get stuck. Do what we have to do. Have the best analytical tools to reach the 
goal that we have been assigned. Do our job in full appreciation of the impact of our policies, 
of the current economic situation, of the impact of other monetary policy decisions made 
elsewhere and with one compass, and that is to tame inflation and return it to 2% medium-term. 
That is what we have to do. We will do it. We will not be distracted.  
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1-047-0000 
Pedro Marques (S&D). – Madam President, I can only lament the fact that, since the EPP and 
the S&D have continually badgered the ECB in this House to raise interest rates and to continue 
to do so, only then to be confronted with this apparent concern for people in Portugal paying 
off their mortgages all the while voting and calling for interest rates here with all their might.  
 
They have run out of things to say and are coming here, in a monetary dialogue with the ECB, 
to play national politics. It’s despicable.  
 
I would really like to focus on our concern at rising inflation and, in particular, the issue of 
energy bill inflation. As we have seen, this actually accounts for about 50% of the current 
situation and it all started here, in energy inflation.  
Now, as we are concerned about people's lives, the cost of energy and the real, and not artificial, 
effect of inflation, I would like to ask you, after the projections you made in September (which 
were not far off at the time, but the peaks that we had already reached in the price of gas and 
oil were still uncertain),  are going to have new projections now, and it is clearer that we have 
already reached the peaks in the price of oil and gas several months ago, can we expect more 
favourable energy prices projections from the ECB from now on?  
 
I know that you will be publishing results in a fortnight's time, but now that several months 
have passed since the peak in energy and gas prices, can we really expect more favourable 
forecasts on energy prices and energy inflation?  
 
The concerns are real. I do not know what you might tell us later today, but we would like to 
have a first indication of what appears now to be better control over energy prices at the end of 
the peak several months ago. 
1-048-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much Mr 
Marques. I don’t want anybody to be under the illusion that we don’t pay attention to interest 
rates paid by those who have mortgages, particularly in those countries where variable rates are 
the norm and where it’s obviously bearing on the disposable income of those who have to adjust 
to the movement of rates at the moment.  
 
Your question is about energy, and you are correct that gas prices have significantly reduced, 
even since September. That’s on energy natural gas prices. I think we have to ask ourselves, are 
the reasons behind this drop – which is in the range of about 40% – structural or are they 
conjunctural and are they going to reverse? 
 
Clearly we’ve had the mild October weather, and to a certain extent the mild November 
weather, which have helped a great deal, which as a result has reduced the consumption of gas 
in most European countries. Second, we have had the great efficiency with which most Member 
States have filled up the storage of gas, which has also given this sort of comfort that with 
storage being filled, the pressure upon consumption would be reduced.  
 
But I think we need to be very, very careful because clearly on the gas future markets, the drop 
has not been as significant. The causes behind this decline of gas and the reduced pressure on 
the short-term rates, we have to be careful as to whether or not they’re going to last. That’s the 
reason why so many conjunctural experts believe that next winter is probably going to be the 
difficult one, as opposed to this winter. So that’s point number one.  
 
Point number two, we are looking at the HICP and there is a pass through between energy prices 
at wholesale level and energy prices at retail level. We have been surprised to the downward by 
the October numbers that we had, and that was caused largely by the Italian numbers. We have 
limited information in that respect because the wholesale prices were then passed through and 
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transferred into retail prices, and that is caused by contractual arrangement, duration of contract, 
regulatory environment within which gas or other energies are being supplied.  
 
We are still not perfectly clear as to exactly what regulatory changes will affect, for instance, 
the pass through as of January, which is a time when a lot of contracts are going to be changed. 
So I think we should err on the side of caution, hoping that this movement that we have seen 
recently will last, but also understanding that there are forces against us in that respect.  
1-049-0000 
Claude Gruffat (Verts/ALE). – Ms Lagarde, I am delighted to see you here with us again. I 
have two questions for you. 
 
First, the US Federal Reserve has a dual mandate to balance price stability and employment. 
Yet it has been more aggressive than the ECB in raising rates, in particular owing to demand-
driven inflation. For us, however, the inflation has been driven by energy. I wonder, therefore, 
whether if the ECB had a double mandate, that would make a difference to the choices made 
by the Governing Council, especially where rates are concerned, on a comparative basis? 
 
And second, as part of the review of the Treaties, we are looking at the prohibition of monetary 
financing laid down in Article 123 of the Treaty on the Functioning of the European Union. 
Would you agree that that ban is based on an outdated monetarist hypothesis according to which 
money supply automatically pushes up inflation? Making secondary market purchases a 
specific part of the ECB’s toolbox ought to eliminate legal risks and make the ECB’s policy 
levers more effective. What are your thoughts on that?  
1-050-0000 
Christine Lagarde, President of the European Central Bank. – On your first question, you 
rightly noted that the Fed is operating on the basis of the dual mandate of price stability – and 
on a par – employment, through growth actually. You also rightly pointed out to the fact that 
inflation in the United States was largely and predominantly fuelled by demand, which itself 
was supported and stimulated by one of the most massive fiscal support packages, put in place 
under the end of the Trump era and the beginning of the Biden administration as well.  
 
Ours is different, you’re completely right, and our mandate is different.  
 
The primary mandate for us is price stability, and we have a secondary mandate, some of which 
touches on growth, balanced growth through that prism – clearly employment should be taken 
into account. Now, what does that mean, secondary relative to primary? We can take into 
account the secondary objectives of the mandate without prejudice to the primary. So the 
primary objective prevails over anything, and any measure that we would look at, decide on the 
basis of the secondary objectives should not hurt price stability.  
 
But confronted with two possible options, one that would be exclusively first objective, price 
stability and nothing else, and another one that would be without prejudice, price stability and 
a secondary objective, we can take the second branch of the alternative, and that’s what we have 
done, for instance, in relation to climate change, when we decided, for instance, on the tilting 
of corporate purchases as part of the refinancing that we are conducting. So, it’s not as if 
employment was completely out of the picture, but it is not on a par, as it is with the Fed.  
 
On the second part of your question, I would say that while we do pay attention to monetary 
aggregates, particularly M3, the policy is determined by inflation targeting and, to that extent, 
clearly the growth of the monetary aggregates takes less precedence than it did in the past. I 
don’t think that this is about to change, but we try to integrate as much as possible the 
considerations when we decide monetary policy stance. 
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1-051-0000 
Gerolf Annemans (ID). Madam President, inflation, a weak euro and an overburdened ECB 
balance sheet are causing great dissatisfaction among savers and in frugal countries that have 
accumulated limited debt, with those affected witnessing the erosion of their purchasing power, 
savings, capitalised pensions and prosperity. I have three questions in that regard, namely the 
purpose of expanding the monetary base, the existence of contingency plans and the desirability 
of deflation. 
All else being equal, the monetary base or the quantity of high-powered money will be set to 
shrink once the bonds purchased by the ECB reach maturity. What target has the ECB 
accordingly set itself in terms of expansion of the monetary base or the amount of high-powered 
money? 
 
In answer to a question by former MEP Derk Jan Eppink in the Dutch House of Representatives, 
Finance Minister Sigrid Kaag indicated that the Netherlands had contingency plans to exit the 
euro and undertook to keep Members informed. Are you aware of this? Does the ECB have a 
contingency plan in the event of countries wishing to leave the euro area and are you willing to 
divulge the details thereof? 
 
What is the ECB’s position regarding deflation? Does the ECB’s monetary policy consist of 
halting the increase in the general price level or offsetting the effects thereof? In other words, 
does the ECB wish to halt or even reverse inflation? 
1-052-0000 
Christine Lagarde, President of the European Central Bank. – Thank you, Mr Annemans for 
your many questions, actually! On your first point, I think you referred to the bonds that will 
come to redemption in the next few months. I have said, and I’m happy to repeat, that at our 
next December monetary policy Governing Council meeting, we will discuss and decide the 
general principles that will apply to this balance sheet reduction that is part of the monetary 
policy normalisation that we have to undertake.  
 
But I can tell you that in my view, the main characteristics of these principles will be that it 
should be measured and that it should be predictable, because what has been quantitative easing 
over the course of time, many years, has to be then measured because you undo what you have 
done at a measured pace and it should be done in a predictable fashion. That’s number one.  
 
It’s interesting that you would raise the issue of exit from the euro. I mean, this is a debate that 
was killed a long time ago, and I think that the irrevocability of the euro is a key component, is 
part of the DNA of all those Member States who join the euro and who will join the euro. 
Countries are still in the waiting line to join. The next one, as I said, is Croatia. Bulgaria is the 
one that is working hard to satisfy the requirements as well.  
 
But for me, that debate is off the table and it is certainly not one that we undertake and enjoy 
and entertain in our Governing Council, I can assure you. I don’t think that it will ever be the 
case.  
 
I can’t remember what your third question was, but you had a third question. Oh yes, of course, 
do we want to eliminate inflation, do we want to reduce inflation? What we want is to procure 
price stability. That is the requirement. That is our primary objective under the mandate that 
was assigned by the Treaty’s founding fathers and mothers. And we will do so. It has been 
defined, as part of our most recent strategy, as 2% in the medium-term, symmetric for that 
matter. So it will be this symmetric medium-term 2%. 
1-053-0000 
Eugen Jurzyca (ECR). – Thank you, Madam Chair, and thank you Madam Lagarde for being 
here again and answering our never-ending one-minute questions.  
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First of all, I would like to say that I am keeping my fingers crossed for the ECB in fighting 
inflation. It is much more difficult work than contributing to inflation by losing either monetary 
or fiscal policy.  
Now the question, Madam Lagarde, is that you stated in the previous committee meeting that 
indeed the ECB made mistakes in the inflation forecasts and you are looking to improve your 
models. The question is, couldn’t it be that the sharp increase in the money supply since 2020 
has been a much bigger contributor to rising prices than the ECB initially expected?  
 
And my footnote question, if I may, is that you mentioned the word or term ‘a real economy’. 
Is it necessary to keep using this term as opposed to ‘financial economy’? Because then in real 
political life, it is difficult to explain to people why they earn less money in the real economy 
than bankers earn in an unreal economy, and why shouldn’t we tax much more the unreal 
economy to subsidise the real economy? 
1-054-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much, Mr 
Jurzyca, for your two questions.  
 
Unfortunately, in answer to your first question, we have to look at the counterfactuals. What 
would have happened had we not decided to put in place the Pandemic Emergency Programme, 
the PEPP? What would have happened if we had not put in place the long-term refinancing 
scheme and encouraged banks to continue to support the economy – the SMEs, the corporates, 
but predominantly the small and medium-sized enterprises, because the corporates could go out 
and issue bonds and seek financing on the markets, but small and medium-sized enterprises 
don’t and in Europe they predominantly go and seek financing from the banks.  
 
When you ask yourself the question of ‘what would it have been had we not done that?’ I think 
that the answer is probably a much worse collapse than what we had on our hands – a much 
worse collapse because financing would have been completely retracted and frozen, much more 
collapse because a lot of companies would then, instead of having been put on this sort of 
survival line, have filed for bankruptcy. A lot more people would have been unemployed 
because they would have been just laid off as a result.  
 
What we did might not have been perfect – we wish perfection was of this world – but it’s the 
best that we could do using the tools that we had available at the time, and given the lower 
bound at which we were, in order to support the economy and make sure that it would not end 
up in a complete collapse that would have been accelerated by a financial crisis. I think the way 
we tailored it was precisely intended to make sure that there was liquidity and that the economy 
– be it real or otherwise, and I agree with you, call it real, call it not real is not exactly the 
appropriate division of labour between these two – would have been in a terrible shape had we 
not done what we have done. 
1-055-0000 
Fulvio Martusciello (PPE). – I have a straightforward question: what is your view of the 
situation with the Italian economy? We get the impression that our economy is about to be hit 
by a fresh financial storm. We know that the ECB and the Bank of Italy hold EUR 685 billion 
of public debt, to which one must add the EUR 383 billion in the hands of national banks.  
 
However, if the new approach is to relinquish that commitment at some speed, and to no longer 
be willing to buy domestic debt, and above all if the idea is also being floated of selling the 
securities held by the ECB on the secondary market to shed bonds the price of which is falling, 
this will naturally have two effects – their sale at knock-down prices and, most importantly, the 
impossibility of placing new debt. 
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We know that previous governments have used the new debt to finance measures with a social 
impact and, of course, most of these measures would be blocked were it impossible to place 
new debt.  
 
Do you think that is a sound analysis? Do you think that Italy could be facing a financial storm? 
What is your view of the economic situation in Italy?  
1-056-0000 
Christine Lagarde, President of the European Central Bank. – Let me first of all observe 
that it’s very fitting and timely that Italy has, for the first time, a female prime minister. I 
wish her the best success in the endeavour to actually drive the Italian economy towards a 
successful path, because I think it’s in the interest of all Europeans and indeed all Italians.  
 
Now, having said that, I am not going to comment on the political situation. I never do that 
for any particular country, and I would certainly not do that in respect of Italy. But two 
things, in my view, are really important.  
 
One is that significant progress had been made in the last couple of years, in particular in 
terms of structural reforms, in terms of improvement to the productivity of the Italian 
economy, as a result enhancing its potential output. Those structural measures hopefully 
will be there for the long-lasting period that will be necessary to prove the efficiency for 
the economy.  
 
The second point is that the Italian economy has been and is the largest recipient of the 
recovery and resilience funds. That’s obviously in consideration for a recovery and 
resilience plan that includes a number of yardsticks, a number of measures, a number of 
changes that need to happen. Our hope, from a monetary policy standpoint, is that those 
measures will be delivered upon in order to help the Italian economy facing the hardship 
that it was the first to face when COVID started hitting our shores.  
 
I believe that it’s a great opportunity to demonstrate that from the fiscal and structural 
standpoint, there can be a strong determination to actually pull Italy into that improved 
economic situation going forward.  
1-057-0000 
Chair. – Thank you very much. Now, we have a few minutes left, and I have one request 
for catch-the-eye. So I give the floor to Michiel Hoogeveen. 
1-058-0000 
Michiel Hoogeveen (ECR). – Thank you, Chair, and thank you President Lagarde for being 
here and answering our questions today.  
 
Last month on the RTE Late Late Show, you said the ECB was busy fighting deflation to 
get prices at a stable level, and you said that a speedy recovery plus the energy crisis caused 
by Mr Putin caused the inflation crisis, and inflation pretty much came from nowhere.  
 
But wouldn’t you agree that the expansionary monetary policies of increasing money 
supplies for a long time – so even before the pandemic, before the war in Ukraine – at least 
sowed the seeds of the current inflationary crisis? Looking back, do you truly believe 
inflation came from nowhere? Or do you think you and your advisors could have acted 
sooner or more resilient to prevent such crisis? 
1-059-0000 
Christine Lagarde, President of the European Central Bank. – Thank you very much, Mr 
Hoogeveen, for watching the Late Late Show, which is obviously more of an entertaining Irish 
long-standing television programme that I was encouraged to participate in. The things that you 
say in the spirit of the audience that you try to interest in economic matters, I think what would 
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have been probably more accurate on my part would have been to say that we did not see 
inflation coming at the speed, at the rate and with the persistence that we have now experienced.  
 
One of you was reminding us that back in December 2020 – that is less than two years ago – 
we were in negative territory and in a matter of 18 months, it went from below zero to almost 
11%. So that’s really what I meant to say, which is we’ve seen something that was brutal, way 
too high and persistent.  
 
I think that we have now to concentrate on that and see what we can do and how far we have to 
go in order to make sure that we bring it back to the 2% medium-term target that we have. 
Believe me, we will do that.  
1-060-0000 
Chair. – Thank you very much. We are perfectly in time, and I really want to thank President 
Lagarde for her availability and all the MEPs who participated in this monetary dialogue, which 
was very, very interesting. So thank you very much to everybody. Have a nice evening. The 
meeting is closed. 
 
 
(The monetary dialogue ended at 16.58) 


