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CHINA TRADE, GREEK BOND SALE, DOVISH FED 

Berenberg Macro Flash 

WEAK CHINA TRADE 

Chinese trade unexpectedly declined in March, but the fall exaggerates the underlying slowdown. Exports fell 6.6%yoy in 

March, well below consensus expectations of a 4.8% rise and the first time since 2009 that they have fallen for 2 months in a 

row. Imports fell 11.3% yoy, below consensus expectations of a 3.9% rise. There are many reasons why these figures should 

be treated with caution. The decline is exaggerated by base effects from over-invoicing last Spring. Chinese exports have 

probably been hit hard by the extremely harsh winter in the US and Fed taper induced turmoil in emerging markets in early 

2014. As those effects ease, export and import growth should improve. 

Chinese growth is undoubtedly slowing from the heady pace seen before the financial crisis, as the authorities try to curb 

credit growth and rebalance the economy away from investment and towards consumption. But we expect the economy to 

expand at a 7-7.5% pace over the next two years. Importantly, imports have performed much better than exports over the 

first three months of 2014 reflecting continued domestic expansion in China. The Chinese authorities have all policy levers 

at their disposal to manage the transition towards consumption that they seek. Inflation and public debt are low, and foreign 

exchange reserves are high. That gives us comfort that a gradual slowdown will not turn into a hard landing. 

 

GREECE: BOND SALE ANOTHER MILESTONE 

Greece is becoming a more normal Eurozone country. The Samaras government has guided the country through the worst 

of austerity and the bulk of tough structural reforms. The public sector is running a primary surplus, economic confidence 

has rebounded, unemployment is stabilising and the economy may expand modestly in 2014 for the first time since 2007. 

Greece’s European partners are firmly on its side and will do enough to keep Greece on track by offering a modest further 

debt relief in the form of interest rate cuts or investment co-finance. As long as Greece fulfils the conditions, it would prob-

ably also get additional financing if necessary. But that looks unnecessary now. 

Greece’s fiscal progress had already just about plugged any potential funding gap over the coming years. Now Greece’s 

progress and Europe’s support have convinced private investors to help, too. Greece’s €2.5bn 5-year sovereign bond offer is 

widely oversubscribed at yields significantly below 6%. It helps that these bonds are governed by UK law, exempting them 

from another 2012-style selective default. 

Greece’s key risk remains political. The improving situation may be boosting the Samaras government’s poll ratings, with 

one early April poll suggesting a lead for the conservative ND for the first time since November. But an early collapse of the 

government due to defeat at the European elections or the further erosion of the extremely thin majority in parliament 

could still lead to snap elections too early for Samaras to enjoy the rewards for his reforms. And the radical left Syriza could 

antagonise Greece’s European partners and destroy the safety net. However, continued progress on all fronts makes such a 

scenario increasingly unlikely. 

 

DOVISH FED 

There was a dovish tone to the Fed minutes out last night. The record of their 18-19 March discussions highlighted that 

several participants thought the increase in the Fed’s interest rate forecasts overstated the shift in Committee’s views. Two 

voting members also wanted to include language in the statement indicating that the Committee would keep rates low if 

forecast inflation remained below the 2% objective. Those statements could curb speculation of an early Fed rate hike that 

had been fuelled by Yellen’s press conference. 

The underlying picture is an economy with solid underlying momentum supported by extremely loose monetary policy. The 

Fed seem to believe most of the weakness in the early months of 2014 was down to the weather. So we expect tapering to 

continue at $10bn per meeting and to be ended entirely in October this year. Low inflation gives the Fed plenty of wiggle 

room on policy, but with the economy likely to continue growth solidly and unemployment probably declining, we expect 

the first hike in Q2 next year. 
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This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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