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Key takeaways

What happened?

ECB: Rates “on hold” in July
July 24, 2025

The ECB is adopting a "wait-and-watch" approach given the 
ongoing uncertainty surrounding the trade negotiations 
between the European Commission and the US government. 
The eventual tariff rate on EU goods entering the US is still 
uncertain. Since the ECB's Governing Council last met at the 
beginning of June, the threat of 50% reciprocal tariffs has 
been altered to 30% (reduced to 10% until August 1). Recent 
statements from US President Donald Trump and his Treasury 
Secretary Scott Bessent suggest that an agreement including 
a much lower rate of 15% is possible.

If necessary, the ECB has scope for further monetary easing to 
mitigate the impact of existing and future US tariffs. However, 
as negotiations are reportedly making constructive progress, 
the worst-case scenario of an escalating trade conflict 
between the US and the EU has diminished, as has the 
possible need for the ECB to support the economy by cutting 
interest rates. Accordingly, markets have lowered their 
expectations for future rate cuts, now pricing in 18bps of 
cumulative cuts by the end of the year – equivalent to an 
implied probability of 72%, which is notably less than the

– Despite ongoing uncertainty due to trade tensions, the 
ECB is confident that inflation is under control and that the 
Eurozone economy is resilient.

– However, we caution that the effective US tariff rate on 
imports from the EU could rise more than expected, which 
underpins our expectation of one more rate cut before the 
terminal rate is reached.

– A possible trade agreement between Washington and 
Brussels should boost planning certainty for European 
companies and act as a tailwind for European stocks going 
forward.

Dr. Ulrich Stephan, Chief Investment Officer Germany

Dr. Dirk Steffen, Chief Investment Officer EMEA

Wolf Kisker, Senior Investment Strategist

As expected, the ECB's Governing Council today decided to 
keep its three key interest rates unchanged: the deposit rate 
remains at 2.0%, while the rates on the main refinancing 
operations and the marginal lending facility stay at 2.15% and 
2.40% respectively. Overall, the short statement was 
optimistic about inflation and growth. Incoming information is 
broadly in line with the central bank’s expectations, CPI 
inflation is at target, and the economy has proven resilient to 
date. This is a far more confident tone than in the June 
statement, when the ECB said that higher real incomes, robust 
labour markets and favourable financing conditions "should 
make the economy more resilient”. However, there is one 
important addition to the statement: "At the same time, the 
environment remains exceptionally uncertain, especially 
because of trade disputes."

The forward-looking part of the statement remained largely 
unchanged, though the section describing the ECB’s reaction 
function was slightly tweaked. Not only does it refer to the 
inflation outlook as one of three key factors (alongside the 
dynamics of underlying inflation and the strength of monetary 
policy transmission), it also explicitly acknowledges the risks 
surrounding the ECB’s outlook, thereby supporting the current 
meeting-by-meeting and data-dependent approach without 
committing to a particular rate path.

During the subsequent press conference, ECB President

What does it mean for investors?

Christine Lagarde reiterated her previous message that the 
ECB is "in a good place" because projections indicate that 
inflation will stabilise at the target rate of 2% in the medium 
term. She added that wages were moving in the right 
direction, that corporate profits were buffering stronger 
salaries and that the ECB had “seen growth developing in a 
relatively favourable way”. However, she also mentioned that 
risks to economic growth remain tilted to the downside, given 
that the landscape of trade uncertainties has not shifted 
much.

The market reaction was muted given the well-telegraphed 
decision by policymakers and the fact that futures markets 
were fully anticipating the rate hold. In line with the broader 
trend, European bond yields rose during the day. At the time 
of writing, the yield on 2-year and 10-year Bunds stood at 
1.87% (+4bps) and 2.69% (+5bps) respectively. During the day, 
the EUR traded somewhat weaker, falling below 1.176 against 
the USD, but recovered in later trading. European equities 
followed the global risk-on trend. At the time of writing, the 
Stoxx Europe 600 index had risen by almost 0.3%.
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24bps (99%) at the start of the month. This reflects Lagarde’s 
description of rates as being "on hold" rather than "on pause", 
as the latter could imply at least one more cut in the future. 
So, once again, the ECB is keeping all options on the table, 
including not cutting rates any further.

The ECB's statement on inflation suggests that the Governing 
Council considers it to be largely under control, which may 
shift more focus on growth going forward. The ECB’s staff 
economists' baseline projections in the last round of 
macroeconomic forecasts are based on the assumption that 
US tariffs on EU goods will increase by 10 percentage points 
(ppts) from the low single digits and that the EU will not 
retaliate. However, we caution that this may be overly 
optimistic, as the final effective tariff on US imports from the 
EU could potentially increase by around 15ppts, given the 50% 
tariff on copper and the prospect of additional sector-specific 
tariffs on pharmaceuticals and semiconductors. That said, we 
expect the ECB to deliver one more cut of 25bps (possibly in 
Q4), reducing the deposit rate to 1.75%. This could mark the

end of the current easing cycle, assuming the euro-area 
economy picks up as expected in 2026 and there are no 
inflationary shocks.

On European equities, if the US and the EU reach an 
agreement in their trade negotiations – for example, settling 
on a tariff of 15% instead of the threatened 30% – the 
resulting increase in planning certainty would provide a boost 
to European private companies' investment plans. If the EU 
and Germany's multi-billion-euro investment packages, which 
are to be rolled out over the next few quarters, are 
accompanied by necessary structural reforms – such as labour
market reforms – this should further boost the private sector 
in the Eurozone. The broad European stock market (Stoxx 
Europe 600), which has recovered by around 17% since its low 
on April 9, would benefit from this, underpinning our call on 
Industrials and Banks. While volatility is likely to remain high 
during the summer months (when market liquidity tends to be 
low), possible major setbacks could present favourable entry 
opportunities for investors with a medium-term outlook.
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2% target/inflation target, in the medium term, the ECB is aiming for an inflation rate of 2%.

Basis points (bps).

Bunds are longer-term bonds issued by the German government. 

The deposit rate indicates the amount of interest that banks receive when they deposit money with the central bank by the 
next business day.

The European Central Bank (ECB) is an institution of the European Union. Founded in 1998, it is the common monetary 
authority of the member states of the European Monetary Union and, together with the national central banks (NCBs) of the 
EU states, forms the European System of Central Banks (ESCB).

The Eurozone is formed of 20 European Union member states that have adopted the euro as their common currency and sole 
legal tender.

EUR is the currency code for the euro, the currency of the Eurozone. 

Inflation describes a sustained increase in average prices.

Key interest rate is the interest rate unilaterally set by a central bank as part of its monetary policy, at which it conducts 
business with the credit institutions affiliated with it.

Main Refinancing Operations (MRO) Rate: The rate at which banks borrow money from the ECB for one week.

Monetary policy is a summary of all economic policy measures that a central bank takes to achieve its objectives.

Reaction Function describes how a central bank responds to changes in economic indicators like inflation or growth.

The Stoxx Europe 600 is a broad-based index looking at various sizes of companies across 17 European countries. 

USD is the currency code for the U.S. Dollar. 
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Source: Deutsche Bank AG, Bloomberg Finance L.P., LSEG Datastream; Data as of July 24, 2025.

Appendix Historical performance
24.7.2020 -
24.7.2021

24.7.2021 -
24.7.2022

24.7.2022 -
24.7.2023

24.7.2023 -
24.7.2024

24.7.2024 -
24.7.2025

Performance

2-year Bunds -0.7% -1.6% -2.1% 2.7% 3.1%

10-year Bunds 0.2% -11.9% -9.3% 2.5% 1.3%

Stoxx Europe 600 28.9% -4.8% 13.0% 13.7% 11.0%
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General
This document may not be distributed in Canada or Japan. This document is intended for retail or professional clients only. 
This document is being circulated in good faith by Deutsche Bank Aktiengesellschaft, its branches (as permitted in any 
relevant jurisdiction), affiliated companies and its officers and employees (collectively, “Deutsche Bank”).

This material is for your information only and is not intended as an offer, or recommendation or solicitation of an offer to buy
or sell any investment, security, financial instrument or other specific product, to conclude a transaction, or to provide any 
investment service or investment advice, or to provide any research, investment research or investment recommendation, in 
any jurisdiction, but is intended solely for information purposes. The information does not replace advice tailored to the 
individual circumstances of the investor.

All materials in this communication are meant to be reviewed in their entirety.

If a court of competent jurisdiction deems any provision of this disclaimer unenforceable, the remaining provisions will remain 
in full force and effect. This document has been prepared as a general market commentary without consideration of the 
investment needs, objectives or financial circumstances of any particular investor. Investments are subject to market risks 
which derive from the instrument or are specific to the instrument or attached to the particular issuer. Should such risks 
materialise, investors may incur losses, including (without limitation) a total loss of the invested capital. The value of 
investments can fall as well as rise and you may not recover the amount originally invested at any point in time. This 
document does not identify all the risks (direct or indirect) or other considerations which may be material to an investor when 
making an investment decision.

This document and all information included herein are provided “as is”, “as available” and no representation or warranty of 
any kind, express, implied or statutory, is made by Deutsche Bank regarding any statement or information contained herein or 
in conjunction with this document. To the extent permissible under applicable laws and regulations, we are making no 
representation as to the profitability of any financial instrument or economic measure. All opinions, market prices, estimates, 
forward looking statements, hypothetical statements, forecast returns or other opinions leading to financial conclusions 
contained herein reflect Deutsche Bank’s subjective judgment as of the date of this document. Without limitation, Deutsche 
Bank does not warrant the accuracy, adequacy, completeness, reliability, timeliness or availability of this communication or 
any information in this document and expressly disclaims liability for errors or omissions herein. Forward looking statements
involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different or 
additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps 
materially, from the results contained herein.

Unless otherwise indicated in this document, all statements of opinion reflect the current assessment of Deutsche Bank, 
which may change at any time. Deutsche Bank does not assume any obligation to either update the information contained in 
this document or inform investors about available updated information. The information contained in this document is 
subject to change without notice and based on a number of assumptions, estimates, opinions and hypothetical models or 
analyses which – although, From the Bank’s current point of view are based on adequate information – may not prove valid or 
turnout in the future to be accurate or correct and may be different from conclusions expressed by other departments within 
Deutsche Bank. Although the information contained in this document has been derived from sources that Deutsche Bank 
considers trustworthy and reliable, Deutsche Bank does not guarantee the completeness, fairness, or accuracy of the 
information and it should not be relied upon as such. This document may provide, for your convenience, references to 
websites and other external sources. Deutsche Bank takes no responsibility for their content and their content does not form 
any part of this document. Accessing such external sources is at your own risk. 

To the extent permissible under applicable laws and regulations, this document is for discussion purposes only and is not 
intended to create any legally binding obligations on Deutsche Bank and Deutsche Bank is not acting as your financial 
advisor or in a fiduciary capacity unless otherwise expressly agreed by Deutsche Bank in writing. Before making an 
investment decision, investors need to consider, with or without the assistance of a financial professional, whether any 
investments and strategies described or provided by Deutsche Bank, are appropriate, in light of the investor’s particular 
investment needs, objectives, financial circumstances, the possible risks and benefits of such investment decision. When 
making an investment decision, potential investors should not rely on this document but only on what is contained in the final 
offering documentation relating to the investment. As a global financial services provider, Deutsche Bank from time to time 
faces actual and potential conflicts of interest. Deutsche Bank’s policy is to take all appropriate steps to maintain and 
operate effective organisational and administrative arrangements to identify and manage such conflicts. Senior management 
within Deutsche Bank are responsible for ensuring that Deutsche Bank’s systems, controls and procedures are adequate to 
identify and manage conflicts of interest. Deutsche Bank does not give tax or legal advice, including in this document, and 
nothing in this document should be interpreted as Deutsche Bank providing any person with any investment advice. Investors 
should seek advice from their own tax experts, lawyers, and investment advisers in considering investments and strategies 
described by Deutsche Bank. Unless notified to the contrary in a particular case, investment instruments are not insured by 
any governmental entity, not subject to deposit protection schemes and not guaranteed, including by Deutsche Bank. This 
document may not be reproduced or circulated without Deutsche Bank’s express written authorisation. Deutsche Bank 
expressly prohibits the distribution and transfer of this material to third parties. Deutsche Bank accepts no liability 
whatsoever arising from the use or distribution of this material or for any action taken or decision made in respect of 
investments mentioned in this document which the investor may have made or may make in the future.

The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, 
including, without limitation, the United States. This document is not directed to, or intended for distribution to or use by, any 
person or entity who is a citizen or resident of or located in any locality, state, country, or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would subject Deutsche Bank to
any registration or licensing requirement within such jurisdiction not currently met. Persons into whose possession this 
document may come are required to inform themselves of, and to observe, such restrictions. Past performance is no
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guarantee of future results; nothing contained herein shall constitute any representation, warranty, or prediction as to future 
performance. Further information is available upon investor’s request.

Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of 
Germany with its head office in Frankfurt am Main. It is registered with the district court (“Amtsgericht”) in Frankfurt am Main 
under number HRB 30 000and licensed to carry out banking business and to provide financial services. Supervisory 
authorities are the European Central Bank (“ECB”), Sonnemannstraße 22, 60314 Frankfurt am Main, Germany 
(www.ecb.europa.eu) and the German Federal Financial Supervisory Authority (“Bundesanstalt für 
Finanzdienstleistungsaufsicht” or “BaFin”), Graurheindorfer Straße 108, 53117 Bonn and Marie-Curie-Straße 24-28, 60439 
Frankfurt am Main(www.bafin.de), and by the German Central Bank (“Deutsche Bundesbank”), Wilhelm-Epstein-Straße 14, 
60431 Frankfurt am Main (www.bundesbank.de).

This document has neither been submitted to nor reviewed or approved by any of the above or below mentioned supervisory 
authorities.

For Residents of the United Arab Emirates
This document is strictly private and confidential and is being distributed to a limited number of investors and must not be 
provided to any person other than the original recipient, and may not be reproduced or used for any other purpose. By 
receiving this document, the person or entity to whom it has been issued understands, acknowledges and agrees that this 
document has not been approved by the UAE Central Bank, the UAE Securities and Commodities Authority, the UAE Ministry 
of Economy or any other authorities in the UAE. No marketing of any financial products or services has been or will be made 
from within the United Arab Emirates and no subscription to any funds, securities, products or financial services may or will
be consummated within the United Arab Emirates. This does not constitute a public offer of securities in the United Arab 
Emirates in accordance with the Commercial Companies Law, Federal Law No. 2 of 2015 (as amended from time to time) or 
otherwise. This document may only be distributed to ”Professional Investors”, as defined in the UAE Securities and 
Commodities Authority’s Rulebook on Financial Activities and Reconciliation Mechanism (as amended from time to time).

For Residents of Kuwait
This document has been sent to you at your own request. This presentation is not for general circulation to the public in 
Kuwait. The Interests have not been licensed for offering in Kuwait by the Kuwait Capital Markets Authority or any other 
relevant Kuwaiti government agency. The offering of the Interests in Kuwait on the basis a private placement or public 
offering is, therefore, restricted in accordance with Decree Law No. 31 of 1990 and the implementing regulations thereto (as 
amended) and Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public offering of the Interests is being 
made in Kuwait, and no agreement relating to the sale of the Interests will be concluded in Kuwait. No marketing or 
solicitation or inducement activities are being used to offer or market the Interests in Kuwait.

For Residents of the Kingdom of Saudi Arabia
This document may not be distributed in the Kingdom except to such persons as are permitted under the Investment Fund 
Regulations issued by the Capital Market Authority. The Capital Market Authority does not take any responsibility for the 
contents of this document, does not make any representation as to its accuracy or completeness, and expressly disclaims any 
liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this document. Prospective subscribers
of the securities should conduct their own due diligence on the accuracy of any information relating to securities. If you do
not understand the contents of this document, you should consult an authorised financial adviser.

For Residents of Qatar
This document has not been filed with, reviewed or approved by the Qatar Central Bank, the Qatar Financial Markets 
Authority, the Qatar Financial Centre Regulatory Authority or any other relevant Qatari governmental body or securities 
exchange or under any laws of the State of Qatar. This document does not constitute a public offering and is addressed only 
to the party to whom it has been delivered. No transaction will be concluded in Qatar and any inquiries or applications should 
be received, and allotments made, outside Qatar.

For Residents of the Kingdom of Bahrain
This document does not constitute an offer for sale of, or participation in, securities, derivatives or funds marketed in Bahrain 
within the meaning of Bahrain Monetary Agency Regulations. All applications for investment should be received and any 
allotments should be made, in each case from outside of Bahrain. This document has been prepared for private information 
purposes of intended investors only who will be institutions. No invitation shall be made to the public in the Kingdom of 
Bahrain and this document will not be issued, passed to, or made available to the public generally. The Central Bank (CBB) 
has not reviewed, nor has it approved, this document or the marketing of such securities, derivatives or funds in the Kingdom
of Bahrain.

For Residents of South Africa
This document does not constitute or form a part of any offer, solicitation or promotion in South Africa. This document has 
not been filed with, reviewed or approved by the South African Reserve Bank, the Financial Sector Conduct Authority or any 
other relevant South African governmental body or securities exchange or under any laws of the Republic of South Africa.

For Residents of Belgium 
This document has been distributed in Belgium by Deutsche Bank AG acting though its Brussels Branch. Deutsche Bank AG is 
a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of Germany and licensed to 
carry on banking business and to provide financial services subject to the supervision and control of the European Central 
Bank (“ECB”) and the German Federal Financial Supervisory Authority (“BaFin”). Deutsche Bank AG, Brussels Branch, is also 
supervised in Belgium by the Financial Services and Markets Authority (“FSMA”, www.fsma.be). The branch has its registered 
address at Marnixlaan 13-15, B-1000 Brussels and is registered under number VAT BE 0418.371.094, RPM/RPR Brussels. 
Further details are available on request or can be found at www.deutschebank.be.
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Nothing in this document is intended to be an offer of any investment or a solicitation or recommendation to buy or to sell an 
investment and should not be interpreted or construed as an offer, solicitation, or recommendation.
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