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MACRO UPDATE: EURO MEETING, GREECE, CHINA 

Berenberg Macro Flash 

EUROZONE FINANCE MINISTERS: FRANCE AND GERMANY SHARE THE SPOTLIGHT 

After the G20 meeting this weekend, the Eurozone finance minister meetings this week will offer critics of German eco-
nomic policy another stage. The ECB and some countries will highlight that Germany could help reverse the current confi-
dence breakdown, which started in Germany but is spreading to other Eurozone countries, by administering significant 
fiscal stimulus. After all, the German general government is running a balanced budget. However, eliminating the remaining 
public deficits (in particular the federal deficit) remains a hugely popular policy with German voters. The discussion about 
German domestic stimulus will heat up a little bit and homeopathic steps are possible at the German and European level. 
But large scale German public investment programmes or even tax cuts remain highly unlikely. 
 
The real topic of the Eurozone finance minister meeting is the 2015 budgets, of course. Behind the scenes, Germany may be 
a bit more likely to allow governments some deviation from nominal budget targets temporarily, as long as structural deficit 
plans and growth-oriented structural reforms are pursued. But where structural deficits remain too high, little mercy will be 
shown. France’s draft budget especially will face stiff examination, as it aims to keep the nominal and structural budget 
deficits nearly unchanged at 4.3% and 2.8% of GDP, respectively, next year without any sign of serious structural reform 
that would raise hopes for future improvement. We expect a compromise allowing France some extra time in return for 
more reform commitments, but the negotiations could become noisy, even involving the threat of financial sanctions along 
the way. 
 

GREECE: CAN IT FOLLOW IRELAND AND PORTUGAL? 

With Greece’s economy showing signs of gradual improvement, political stability remains the biggest risk in Athens. The 
largest opposition party SYRIZA leads by 5-10 percentage points over the ruling conservatives of Prime Minister Samaras in 
many opinion polls. Opposition leader Alexis Tsipras demands radical debt forgiveness, which would be politically explosive 
in creditor countries like Germany and could still push Greece out of the euro. But the fragile coalition has rallied the troops 
with a strategy of emulating more successful bail-out countries like Ireland and Portugal, which exited the EU/IMF pro-
grammes without losing market access and even boosted confidence in the process. Samaras won 155 votes in a confidence 
vote last Friday, having increased his majority to 5 in the 300-seat parliament now through returning former rebels. 
 
Investors are sceptical of a Greece without international macro-supervision. Greek 10-year yields have increased by 100bp 
since early September to levels making a smooth bail-out exit challenging. The risk of snap elections is clearly not over with 
Friday’s confidence vote. The ongoing negotiations with the troika may trigger yet more crunch votes which have tended to 
erode the government’s parliamentary caucus in the past. More importantly, parliament will have to elect a new President in 
February/March 2015 with 180 votes; otherwise new elections are likely. Greece’s governments have repeatedly secured 
unlikely parliamentary victories, so Samaras’ chances should not be written off. And even a SYRIZA victory might ultimate-
ly not be the end of the world. At a municipal level at least, SYRIZA politicians have implemented the reforms agreed with 
the troika, showing the pragmatism that might be needed if SYRIZA take over power. 
 

CHINA: STRONG TRADE  
China is heading for growth a little shy of 7.5% this year, in our view. The latest trade figures, published this morning, sup-
port that call. They show trade supporting the economy in September. Exports rose 15.3% yoy, up from 9.4% in August. 
That was above consensus expectations and the strongest in a year and a half. Imports rose 7.0%, better than -2.4% last 
month and also above consensus expectations. The Chinese economy is slowing gradually as the Party attempts to switch 
away from the overly investment intensive growth of the past. But we see a low risk of a hard landing, particularly as the 
authorities have all the tools necessary to quickly deal with any sharp downturn. High private savings, low inflation, massive 
foreign exchange reserves and low public debt give the Party plenty of room for manoeuvre. 
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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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