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GLOBAL MACRO UPDATE: ECB AFTERMATH, CHINA SERVICES 

Berenberg Macro Flash 

ECB AFTERMATH: EASING DISCUSSIONS LIKELY TO CONTINUE 

Investors’ disappointed reaction to the ECB’s announcements compare with angry protests against asset purchases by Euro-

sceptic German professors. The divergence emphasises that the ECB struck a compromise between those who would have 

preferred to do more and those opposed to asset purchases. The ECB did not go any further than its September asset pur-

chase announcements. The language on additional unconventional tools, which at this stage would most likely mean large-

scale purchases of sovereign bonds, did not change. The ECB will not target specific amounts, although according to ECB 

President Draghi, the combination of ABS and covered bond purchases with cheap loans to banks (TLTROs) should boost 

the ECB’s balance sheet by some €700bn in 2016. The German professors take issue mainly with the potential riskiness of 

the assets the ECB is going to buy, although more than 90% of the rated securities in the €1.5bn European securitisations 

market have investment grade credit ratings (see Chart). 

 

 

Q2 2014 Moody's ratings of outstanding securitisations. Source: Association for Financial Markets in Europe 

 

However, the discussion about more stimulus is probably not concluded with yesterday’s decisions. The ECB is basing its 

decisions on relatively optimistic economic forecasts and ambitious expectations about the effectiveness of its easing 

measures at the moment. If economic data disappoint in the coming months or if the TLTRO allocation in December does 

not see greater demand than the €82.6bn allocated in the September, the discussion about additional stimulus could be back 

soon. That is why we see a 40% chance of Fed-style QE in early 2015. 

 

CHINA: SERVICE SECTOR GROWTH EASES 

China’s service sector PMI eased from 54.4 to 54.0 in September. While this is only a slight decline and the level still points 

to buoyant growth in this domestic oriented sector, confidence has been on a moderate downward trend since the spring, 

when the PMI had peaked at 55.5. Like its manufacturing equivalents, the services sector PMI responded to the govern-

ment’s mini-stimulus, the impact of which is fading now. As growth remains strong enough to avoid any politically damag-

ing impact on the labour market, the authorities will allow the slowdown to happen. If it were to have an impact, China’s 

authorities have all the macro tools available to counter any problems. Inflation is low, private sector savings high, foreign 

exchange reserves at $4trn and the government can affect economic decision making more directly than in Western coun-

tries. 
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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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