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"COMFORTABLE WITH ACTING NEXT TIME" IF NEEDED 

Berenberg Macro Flash 

Will the ECB act in June? Upon leaving policy unchanged, the ECB today dropped two heavy hints that it may ease policy 

next month. But the ECB did not precommit to it. The ECB statement today explicitly referred to the new growth, inflation 

and bank lending data as well as to the ECBs new macroeconomic forecasts that will become available by early June. In the 

press conference, Draghi explained that the Governing Council “is comfortable with acting next time” but has not taken a 

decision to do so. Instead, the Council would want to review the incoming data first. 

 

The ECB left the major parts of its statement almost unchanged. The ECB will keep key interest rates at “current or lower 

levels for an extended period”. In addition, the “Governing Council is unanimous in its commitment to using also uncon-

ventional instruments within its mandate in order to cope effectively with risks of a too prolonged period of low inflation”. 

 

In the press conference, Draghi became more explicit. While acknowledging the economic recovery, Draghi emphasised 

that the ECB is “not resigned to having low inflation” for too long. He noted three downside risks to the ECB’s growth 

outlook, 

 a potential weakness in global demand, 

 geopolitical risks “of serious significance”, including the crisis in Ukraine, the situation in Russia and the impact of 
potential sanctions, and 

 the strengthening of the euro in the context of low inflation and weak growth. 
 

We continue to expect the ECB to shave its 2014 inflation forecast from 1.0% to 0.8% in June while leaving the GDP fore-

cast unchanged at 1.2%, just a tad below our own 1.3% call.  

 

If the ECB were to act in June, would it make a big difference? Probably not. We maintain our view that broad-based quan-

titative easing including massive purchases of sovereign bonds is unlikely. It would take a major drop in leading indicators 

rather than just modest changes to current data or ECB projections to warrant such an emergency measure. It may take only 

a small drop in inflation in May or smaller changes to the ECB growth or inflation outlook to trigger some policy action 

short of full-scale QE. But such smaller actions, for instance a modest cut in all (or some) rates, a targeted LTRO or modest 

purchases of non-sovereign securities above a certain rating threshold, would probably have an impact like the last 25bp rate 

cut in November 2013: They may lead to a decline in the exchange rate by, say, a couple of cents, for a couple of weeks. 

 

Unless the ECB were to surprise markets with full-scale QE, the ECB decision in June (nothing or just small stuff) will likely 

herald a modest rebound rather than a further fall in benchmark yields in the Eurozone. "Buy the rumour, sell the fact" 

stuff. 

  
 

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 
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