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ECB cuts rates for the third time
this year as growth concerns rise

21 October 2024, 8:33 pm CEST, written by UBS Editorial Team

The European Central Bank (ECB) lowered interest rates on Thursday for the third time this year, reducing
its policy rate to 3.25% as inflationary pressures across the Eurozone rapidly fade. This latest cut marks the
first back-to-back rate reduction in 13 years, signaling a shift in the ECB’'s focus from fighting inflation to
safeguarding economic growth.

But while inflation is easing, concerns about slowing growth are mounting. The final inflation reading for September came
in at 1.7% year over year, down from 2.2% in August and below the ECB’s 2.3% forecast

for the third quarter. A series of soft inflation prints from key Eurozone member states has reinforced expectations of
further weakness in the months ahead. Meanwhile, business surveys continue to show signs of a significant slowdown, and
the labor market appears increasingly under pressure. With price pressures easing and the Eurozone economy stagnating,
policymakers may accelerate the pace of rate cuts in the coming months. Following this latest reduction, we anticipate
further cuts at every policy meeting through June 2025, totaling 125 basis points.

Takeaway: The ECB’s ongoing rate cuts reflect the need to protect growth amid slowing inflation. As a result, investors
should avoid holding excess cash or money-market holdings, and fixed-term deposits. We recommend positioning
portfolios toward bond ladders, medium-duration investment grade bonds, and diversified fixed income strategies to
sustain portfolio income.

For more, see the Weekly Global, A “no landing” US economy should support equities, 21 October, 2024.
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As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about
the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.
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There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The
two sources operate independently and may therefore have different recommendations. The various research content provided
does not take into account the unique investment objectives, financial situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG
and an affiliate of UBS International Inc.
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