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MACRO UPDATE: BOJ HOLDS, ECB DEBATES 

Berenberg Macro Flash 

BOJ HOLDS POLICY 

Japan’s central bank gave no indication of any imminent additional monetary stimulus after its meeting today. But that could 

still change once the impact of the April sales tax increase on domestic demand and inflation feeds through to economic 

data. The BoJ sees the economy on a moderate upward trend driven by private and public investment, with consumption 

subject to the inevitable fluctuations around the tax hike. Whether the BoJ will increase its monetary stimulus beyond the 

current ¥60-70t annual expansion of the monetary base will depend on inflation and, by extension, inflation expectations. 

The BoJ expects inflation to stay at the current 1.3% level for some time, adjusted for the sales tax increase. That would 

probably allow inflation expectations to hit the 2% price stability target over time. However, if adjusted inflation were to 

disappoint as a result of the sales tax increase, the BoJ might still increase the monetary stimulus at one of the coming meet-

ings. With the first April inflation figures out on 25 April that could be as early as the next BoJ meeting on 1 May. 

 

The big risk of Abenomics remains that the monetary and fiscal stimulus is seen by politicians as an easy way out of Japan’s 

long-run underperformance and limits reform ambitions. However, without structural reforms boosting potential growth 

and fiscal adjustment putting public finances on a more sustainable base, Abenomics could end as a flash in a pan that 

would leave Japan with even more public debt and an even bigger central bank balance sheet once the stimulus fades and 

put it at risk of a devaluation-inflation spiral. 

 

ECB HAWKS STRIKE BACK 

Interventions by several hawkish ECB members highlighted that large-scale asset purchases are not a foregone conclusion. 

Bundesbank President Weidmann, Dutch central bank governor Knot and Austria’s central bank governor Nowotny all 

signalled their reservations. Economic data is likely to be on their side. German and Spanish industrial production data for 

February point to a strong economic performance in Q1 that would lead to a continued, potentially even accelerated decline 

in unemployment. Inflation is likely to bounce back from the March trough of 0.5% as the effect of the late Easter holidays 

reverses in April. And stronger US data after the harsh winter on the other side of the Atlantic fades could strengthen the 

dollar against the euro. As a result, ECB President Draghi’s insistence on unanimity when it comes to more unconventional 

stimulus makes imminent QE unlikely. 

 

Nevertheless, the ECB’s debate is out in the public and QE proponents have become more vocal. Much will depend on 

inflation data in April and May. If – contrary to expectations – inflation stays at 0.5% in the coming months, the ECB may 

cut its inflation projections and announce more monetary stimulus in June, with QE moving higher among the list of poten-

tial policy tools. 
 


