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ECB: TENTATIVE SIGNS OF CREDIT CYCLE TURNING 

Berenberg Macro Flash 

Private sector loans, yoy %, April 2014 

Actual:             -1.8% 

Previous:          -2.2% 

Consensus:      -2.1% 

Berenberg:       -2.0% 

 

Despite further tentative evidence that, after one year, the economic recovery is feeding through to a return of the credit 

cycle, Eurozone monetary data remained very weak in April, with M3 money supply growth falling to 0.8% yoy. The fall was 

entirely driven by a drop in the growth rate of short-term deposits, which had so far been very supportive. M1 growth 

dropped to 5.2% yoy. Growth rates of some of the longer-term components of money supply became less negative, suggest-

ing some movement from shorter-term assets to longer-term ones, but the overall dynamics remain very subdued, giving the 

ECB plenty of room to ease policy further without stoking inflation. 

There were a few signs of a stabilisation of the credit cycle. Headline loans to the private sector fell by 1.8% yoy in April . 

The 0.4pcp rise in the rate from March marked the biggest jump since January 2011. That improvement was widespread 

according to unadjusted national data, with contractions easing in Germany, the Netherlands, Greece and Spain, and growth 

improving in France. Italy and Portugal saw contraction accelerate again in April, however, suggesting that credit remains 

tightest in these two countries. In the Eurozone, loans growth to companies was -2.8% in April, a 0.2pcp improvement, 

while loans to households were flat yoy, a 0.1pcp improvement. This composition highlights the Achilles heel in the im-

provement. It was volatile loans to non-monetary financial intermediaries such as investment funds, where the contraction 

eased most in April, from -10.6% to -7.4%. These intermediaries usually have little correlation with the real economy. 

While the April data does add a little bit of evidence that the economic recovery is gradually feeding through to the credit 

cycle, most ECB members will see plenty of room to ease policy further without stoking inflation. We expect loans growth 

to return over the course of this year, in particular after the completion of the ECB’s asset quality review this autumn. For  

the time being, however, the recovery remains a largely creditless one as households and companies resort to cash reserves 

they built during the recession for their purchases and investment. 
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Chart : Credit cycle turning? Growth of loans to the private sector, nsa, yoy % 

 
Source: ECB 

 

ECB monetary data 

 

yoy change % APR MAR FEB JAN DEC NOV 

M3 0.8 1.1 1.3 1.2 1.0 1.5 

M1 5.2 5.6 6.2 6.1 5.7 6.5 

Private sec. loans -1.8 -2.2 -2.2 -2.3 -2.3 -2.3 

 
 


