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GLOBAL MACRO UPDATE: US FED, CHINA PMI 

Berenberg Macro Flash 

FED: PREPARING MARKETS FOR EXIT TO SMOOTH IMPACT 

The Fed remains on track to end quantitative easing (QE) in October this year and start hiking rates gradually next year. By 

being as transparent as possible about its thinking and the probable technicalities of its exit strategy, the Fed wants to avoid 

a repeat of the summer 2013 taper tantrums, when US mortgage rates suddenly spiked and emerging market currencies 

reacted sharply to the first discussions at the Fed about tapering QE. In the minutes of the 29/30 July meeting, FOMC 

members “agreed that they would provide additional information to the public well before most participants anticipate the 

first steps in reducing policy accommodation”. If investors get sufficient warnings about timing and technicalities of the 

tightening, it should mitigate the risk of sharp reactions also in other potentially vulnerable regions such as the Eurozone 

periphery. 

 

With the US economic recovery on track again after the deep freeze in Q1, the Fed is increasingly confident that the right 

time to start gradually removing the emergency stimulus is coming nearer. We expect the end of QE to be announced in 

October and the first rate hike in April 2015, followed by small quarterly hikes until the long-term neutral rate has been 

reached. Inflation has edged up a little in recent months and the Fed acknowledged that the risk of inflation persistently 

running below target had diminished somewhat. But price pressures remain low, allowing the Fed to tailor its policy to the 

needs of the economy and avoid any disruptive sudden tightening. 

 
CHINA: STIMULUS IMPACT FADING? 

The mini-stimulus Chinese authorities had administered in the spring to stabilise the economy after a volatile and overall 

weaker first quarter, might be wearing off. The HSBC manufacturing PMI fell from 51.7 to 50.3 in August, ending a series 

of four consecutive monthly improvements. According to the subcomponents, output and new orders were still growing, 

but at a slower pace. While the decline could be an indication that Q3 GDP growth might slow a little from the 7.5% yoy 

rate reported in Q2, the PMI remains near the midpoint of the tight range between 48 and 52 within which it has been oscil-

lating since 2011. The reform process, in which China’s authorities gradually allow market forces to play a greater role in the 

allocation of resources, may continue to cause occasional growth wobbles. But a hard landing remains unlikely as the gov-

ernment has all the tools to step in if growth threatens to fall significantly below the 7.5% target. 

any disruptive sudden tightening. 

 

 

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 recom-

mendation 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, statements, estimates, and con-

clusions 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 con-

tact capitalmarkets@berenberg.de.  

Joh. Berenberg, Gossler & 

Co. KG 

60 Threadneedle Street 

London EC2R 8HP 

Phone +44 20 3207 7878 

www.berenberg.com 

chris-

tian.schulz@berenberg.co

m 


