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Subject: The impacts of the ECB’s decision to raise interest rates

The European Central Bank (ECB) recently raised the reference interest rate to its highest level in 14 
years, setting it at 3 %. It further announced that a new raise of 50 basis points will be decided in 
March, not ruling out the need to introduce more increases throughout the year. Moreover, after 
several rounds of programmes to curb asset purchases, a definitive tightening of the ECB’s balance 
sheet will be announced in March. This represents a worsening of the financing conditions in 
international markets, particularly for countries with higher debt-to-GDP ratios. The ECB chose to 
implement restrictive monetary policies rather than using other monetary and economic instruments 
and measures it had at its disposal. These restrictive monetary policies, which have the end goal of 
hampering demand, are an inadequate solution to an inflationary phenomenon that has been 
recognised as mainly supply driven and inseparable from the EU’s political choices.

These decisions have a brutal, albeit unequal, impact on the public, workers, households, businesses 
and individual economies in the Member States. The issue is particularly acute for families who were 
pushed into debt to afford a house. With a steep rise in housing prices accompanied by an increase in 
the price of essential goods and services, the purchasing power of workers, pensioners and their 
families is quickly worsening. Simultaneously, the profits of large economic and financial groups have 
been increasing. In its autumn economic projections, the Commission recognises ‘the large loss in 
households’ real disposable income’ and considers that the loss ‘is set to continue in the coming 
quarters’. Yet, surprisingly, the Commission states that ‘in most Member States, households are 
expected to be able to withstand the increase in interest rates, thanks to the prevalence of mortgage 
loans on fixed-term rates’. In reality, the mortgage loan market in the euro area is heterogeneous in 
terms of the type of interest rates. While some countries do have mostly fixed-rate mortgage loans, in 
others, namely the countries at the ‘periphery’ of the euro area, mortgage loans with variable rates are 
most prevalent. The Commission and the ECB cannot continue to neglect the brutal effects of a 
situation of which they claim to be aware.

1. How does the Council evaluate the impact of these measures in individual Member States and 
the increasing inequalities among them as a result of the aforementioned policies?

2. In the aftermath of the ECB’s decisions, what measures will the Council propose to address the 
serious and confirmed erosion of social conditions in a number of Member States?

3. What immediate measures will it propose to prevent an increase in the instalments that families 
pay to banks for housing loans, namely by ensuring that the increase in reference interest has an 
impact on bank profits rather than workers?
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