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EUROZONE CREDIT CYCLE TURNS VERY SLOWLY  

Berenberg Macro Flash 

 
M3, M1, Private sector loans, yoy %, August 2014 

 

  Private Sector Loans 

Actual:  -1.5% 

Previous: -1.6% 

Berenberg: -1.5% 

 

Eurozone monetary data kept improving gradually in August. M3, M1 and private sector loans growth rates all edged 

up slightly. M3 rose 2.0% yoy, beating consensus expectations. M1 is a good leading indicator of output growth 9 months 

ahead when adjusted for inflation and it increased for a third successive month to 5.8% yoy in August. With inflation still 

very low, real M1 growth is picking up and points to a potential growth uptick in spring next year. 

 

The pace of decline of credit growth also eased a touch. Private sector loans growth improved from -1.6% yoy in July 

to -1.5% in August, the least pronounced fall since the middle of last year (adjusted for sales and securitisations, loans 

growth improved to -0.9% yoy from -1.0% yoy). Within total lending, borrowing for house purchase was unchanged com-

pared to a year earlier, while loans to non-financial corporations fell -2.2% compared to -2.4% in July. The credit cycle 

seems to be turning very gradually, reflecting the slow and uneven economic recovery in the single currency area. The end of 

the ECB’s asset quality review in the coming weeks may reduce uncertainty in the banking sector and boost lending. How-

ever the recovery remains very weak and has been hit by the Putin-induced slowdown in core Europe. We expect the Euro-

zone GDP growth of just 0.1% per quarter in the second half of this year. But with the Ukrainian ceasefire appearing to 

hold, we expect growth to gradually picks up to trend rates by the second half of next year. These latest data support that 

view of a gradual pick-up next year. 

 

ECB monetary data 

 

yoy change % AUG JUL JUN MAY APR MAR 

M3 2.0 1.8 1.6 1.1 0.8 1.0 

M1 5.8 5.6 5.4 5.0 5.2 5.6 

Private sec. loans -1.5 -1.6 -1.8 -2.0 -1.8 -2.2 

 
Source: ECB 
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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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