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The Transatlantic Rift
US – EA Monetary Policy Divergence, The transatlantic rift, Barclays Economic Research, 19 April 2024

1. A potential divergence in monetary policy actions between the Fed and the ECB 
leading to a wider nominal and real rates gap would reflect contrasting macro 
conditions.

2. A wider nominal and real rates gap would not be unprecedented.

3. The wider nominal and real rates gap (that we and the market price) would not likely 
trigger such a large depreciation of the euro that would call into question the inflation 
outlook and put off the normalisation of monetary policy in the euro area.

https://live.barcap.com/go/publications/link?contentPubID=FC2794137
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The transatlantic rift: contrasting macro conditions

Source: Bureau of Economic Analysis, Congressional Budget Office, Eurostat, European Commission, Haver Analytics, Barclays Research

26 April 20243

US – Euro area growth gap

• Q4 2023: real GDP growth/real output gaps 3.06/1.20pp
• Average since 1999: real GDP growth/real output gaps 0.86/-0.7pp
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The transatlantic rift: contrasting macro conditions
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US – Euro area inflation gap

Source: Bureau of Labor Statistics, Eurostat, Haver Analytics, Barclays Research

• March 2024: headline/core inflation gaps 1.05/0.86pp
• Average since 1999: headline/core inflation gaps 0.46/0.75pp
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The transatlantic rift: contrasting macro conditions

Source: Federal Reserve Bank of Atlanta
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US: Atlanta Fed Taylor Rules
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The transatlantic rift: contrasting macro conditions

Source: Eurostat, Bloomberg, Haver Analytics, Barclays Research
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Euro: Taylor rules

Euro Themes: The ECB's policy rules compass, Barclays Research, 15 April 2024

0

1

2

3

4

5

Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25

ECB deposit rate paths

min-max (4 Taylor rules, 4 forecasts) Median (4 Taylor rules, 4 forecasts)
Barclays forecasts SMA forecasts
Market

%  

https://live.barcap.com/go/publications/link?contentPubID=FC2773961


Restricted - External

The transatlantic rift: not unprecedented

Note: For the ECB, the effective policy rate is the main refinancing rate before October 2008 and the deposit rate thereafter. 
See Hartmann and Smets (2018): The European Central Bank’s Monetary Policy during Its First 20 Years, Brooking Papers on Economic Activity.
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US - Euro area nominal policy rate gap US – Euro area shadow rate gap

Source: Federal Reserve, European Central Bank, Cynthia Wu, Haver Analytics, Bloomberg, 
Barclays Research
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The transatlantic rift: policy rates gap         FX
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Which central bank will “deviate”?

Source: ECB, Bloomberg, Barclays Research

Global Economics Paper: Forecasting G10 FX returns with real-time macro factors, February 2017, 
coefficients in Table 4, col. 1 and Table 7 col. 1 and 2, imply that a 0.5% decline in EA inflation are 
associated with a ceteris paribus 0.25% decline in 2-year EA swap rate and a c.2% depreciation of 
the EUR/USD
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The transatlantic rift: FX          inflation
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Research FX Prices
Eurosystem staff macroeconomic 
projections for the euro area, 
December 2019, Box 4 Sensitivity 
analyses

10% EUR/USD depreciation
Positive impact on inflation of c.15bp in 
the year in which the shock happens, 
and 30-40bp the subsequent year.

Euro Themes, The FX bump for 
inflation, Barclays, 15 June 2022

10% EUR/USD depreciation
HICP inflation +15bp in year t; +60bp in 
year t+1

Eva Ortega, Chiara Osbat and Ieva 
Rubene, ECB Economic Bulletin, 
Issue 3/2020

10% depreciation of the 
nominal effective EUR 
exchange rate 

Import prices in the euro area increase, 
on average, about 3% within a year,

Consumer prices increase by only 0.4% 
within the same time horizon. 

Estimates of the exchange rate pass-
through to euro area consumer prices 
are not statistically significant for most 
of the period 1997-2019

Colavecchio, R. and Rubene, I., “Non-
linear exchange rate pass-through to 
euro area inflation: a local projection 
approach”, Working Paper Series, No 
2362, ECB, Frankfurt am Main, 2020.
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Euro area wage trackers

26 April 202410

Our forward-looking wage trackers point to: 

1. Nominal wages catching-up to inflation in countries with long-term contracts.

2. Decline of nominal wage growth in coming years.

3. Anchoring of inflation expectations.

Euro Themes, Pay on display - Part I, Barclays Economic Research 10 November 2021

Euro Themes, Tracking the rebound of negotiated wages - Germany, Barclays Economic Research, 19 January 2022

Euro Themes, Tracking the rebound of negotiated wages -Italy, Barclays Economic Research, 19 January 2022

https://live.barcap.com/go/publications/link?contentPubID=FC2626542
https://live.barcap.com/go/publications/link?contentPubID=FC2636893
https://live.barcap.com/go/publications/link?contentPubID=FC2636892
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Euro area wages growth: high but unlikely to increase further

Source: Haver Analytics, ECB, ISTAT, Bundesbank, Bank of Portugal, DARES, Statistics Austria, Ministero de Trabajo Y Economia, Statistics Netherlands (CBS), Barclays Research

26 April 202411
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Euro area wage growth: the outcome of different wage negotiation 
systems

Source: Haver Analytics, ECB, ISTAT, Bundesbank, Bank of Portugal, DARES, Statistics Austria, Ministero de Trabajo Y Economia, Statistics Netherlands (CBS), Barclays Research
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Euro area wage growth: the outcome of different wage negotiation 
systems

Source: Haver Analytics, ECB, ISTAT, Bundesbank, Bank of Portugal, DARES, Statistics Austria, Ministero de Trabajo Y Economia, Statistics Netherlands (CBS), Barclays Research
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I, Silvia Ardagna, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the subject securities or issuers referred to in this research 
report and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this research report.
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All authors contributing to this research report are Research Analysts unless otherwise indicated. The publication date at the top of the report reflects the local time where the report was produced and 
may differ from the release date provided in GMT.
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distributed to you by either: (i) Barclays Bank PLC directly or (ii) Barrenjoey Markets Pty Limited (“Barrenjoey”), a non-affiliated third party distributor, where clearly identified to you by Barrenjoey. 
Barrenjoey is not an agent of Barclays Bank PLC. This material may only be distributed to “wholesale investors” that meet the “investment business”, “investment activity”, “large”, or “government 
agency” criteria specified in Schedule 1 of the FMCA.
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Disclaimer (continued)
Middle East: Nothing herein should be considered investment advice as defined in the Israeli Regulation of Investment Advisory, Investment Marketing and Portfolio Management Law, 1995 
(“Advisory Law”). This document is being made to eligible clients (as defined under the Advisory Law) only. Barclays Israeli branch previously held an investment marketing license with the Israel 
Securities Authority but it cancelled such license on 30/11/2014 as it solely provides its services to eligible clients pursuant to available exemptions under the Advisory Law, therefore a license with 
the Israel Securities Authority is not required. Accordingly, Barclays does not maintain an insurance coverage pursuant to the Advisory Law.

This material is distributed in the United Arab Emirates (including the Dubai International Financial Centre) and Qatar by Barclays Bank PLC. Barclays Bank PLC in the Dubai International Financial 
Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal place of business in the Dubai International Financial Centre: The Gate Village, Building 4, Level 
4, PO Box 506504, Dubai, United Arab Emirates. Barclays Bank PLC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related 
financial products or services are only available to Professional Clients, as defined by the Dubai Financial Services Authority. Barclays Bank PLC in the UAE is regulated by the Central Bank of the 
UAE and is licensed to conduct business activities as a branch of a commercial bank incorporated outside the UAE in Dubai (Licence No.: 13/1844/2008, Registered Office: Building No. 6, Burj Dubai 
Business Hub, Sheikh Zayed Road, Dubai City) and Abu Dhabi (Licence No.: 13/952/2008, Registered Office: Al Jazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi). 

This material does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase, any securities or investment products in the UAE (including the 
Dubai International Financial Centre) and accordingly should not be construed as such. Furthermore, this information is being made available on the basis that the recipient acknowledges and 
understands that the entities and securities to which it may relate have not been approved, licensed by or registered with the UAE Central Bank, the Dubai Financial Services Authority or any other 
relevant licensing authority or governmental agency in the UAE. The content of this report has not been approved by or filed with the UAE Central Bank or Dubai Financial Services Authority.  
Barclays Bank PLC in the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Barclays Bank PLC-QFC Branch may only 
undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar: Qatar Financial Centre, Office 1002, 10th Floor, QFC Tower, Diplomatic 
Area, West Bay, PO Box 15891, Doha, Qatar. Related financial products or services are only available to Business Customers as defined by the Qatar Financial Centre Regulatory Authority.

Russia: This material is not intended for investors who are not Qualified Investors according to the laws of the Russian Federation as it might contain information about or description of the features 
of financial instruments not admitted for public offering and/or circulation in the Russian Federation and thus not eligible for non-Qualified Investors. If you are not a Qualified Investor according to the 
laws of the Russian Federation, please dispose of any copy of this material in your possession.

Environmental, Social, and Governance (‘ESG’) Related Research: There is currently no globally accepted framework or definition (legal, regulatory or otherwise) of, nor market consensus as to
what constitutes, an ‘ESG’, ‘green’, ‘sustainable’, ‘climate-friendly’ or an equivalent company, investment, strategy or consideration or what precise attributes are required to be eligible to be
categorised by such terms. This means there are different ways to evaluate a company or an investment and so different values may be placed on certain ESG credentials as well as adverse ESG-
related impacts of companies and ESG controversies. The evolving nature of ESG considerations, models and methodologies means it can be challenging to definitively and universally classify a
company or investment under an ESG label and there may be areas where such companies and investments could improve or where adverse ESG-related impacts or ESG controversies exist. The
evolving nature of sustainable finance related regulations and the development of jurisdiction-specific regulatory criteria also means that there is likely to be a degree of divergence as to the
interpretation of such terms in the market. We expect industry guidance, market practice, and regulations in this field to continue to evolve. Any references to ‘sustainable’, ‘sustainability’, ‘green’,
‘social’, ‘ESG’, ‘ESG considerations’, ‘ESG factors’, ‘ESG issues’ or other similar or related terms in this document are as used in our public disclosures and not to any jurisdiction-specific regulatory
definition or other interpretation of these terms unless specified otherwise.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax advice. Please be advised that any discussion of 
U.S. tax matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot be used, by you for the purpose of avoiding U.S. tax-related penalties; and (ii) was 
written to support the promotion or marketing of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an independent 
tax advisor.

© Copyright Barclays Bank PLC (2024). All rights reserved. No part of this publication may be reproduced or redistributed in any manner without the prior written permission of Barclays. Barclays 
Bank PLC is registered in England No. 1026167. Registered office 1 Churchill Place, London, E14 5HP. Additional information regarding this publication will be furnished upon request.
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