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Berenberg Macro Flash 

GREECE: RISKS REMAIN SERIOUSGREECE: RISKS REMAIN SERIOUSGREECE: RISKS REMAIN SERIOUSGREECE: RISKS REMAIN SERIOUS    

Might the Greek government still scupper the bail-out deal by making good on election promises without consent 

of its Eurozone partners? The risk remains serious that Prime Minister Tsipras and finance minister Varoufakis 

will go too far to placate the most radical parts of their fractious coalition. Talk of VAT cuts and food stamps to 

alleviate the “humanitarian crisis” will not please the representatives of the EU, IMF and ECB nor hawkish Euro-

zone finance ministers from Lisbon to Tallinn, but may allow the government to abandon election promises such 

as labour reform reversals or public sector re-hires. Greece’s negotiating position continues to weaken as the 

domestic economy is returning to recession, the government risks running out of money and the Eurozone is 

protected against Greek contagion by ECB bond purchases and a firming recovery. Having already made major U-

turns for the 20 February deal, we expect Greece’s double populist coalition to withdraw most of the remaining 

election promises to secure funding. Already, the government seems ready to “delay” the abolition of the property 

tax and the costly tax arrears repayment law. But the risk remains serious, with a 25% chance that Greece will 

eventually have to print the money it does not have and thus exit the Eurozone. 

 

EM CENTRAL BANKS STIMULATE MODERATELYEM CENTRAL BANKS STIMULATE MODERATELYEM CENTRAL BANKS STIMULATE MODERATELYEM CENTRAL BANKS STIMULATE MODERATELY    

With cheap oil driving down headline inflation and growth still suffering from the after-effects of the 2013 taper 

tantrums as well as China’s structural growth slowdown, many emerging market central banks use their room for 

manoeuvre for modest monetary stimulus. Yesterday, India’s central bank reduced its benchmark rate by 25bp to 

7.5%, its second modest move this year. To put this in perspective, the benchmark repo rate is still 25bp above the 

2013 pre-taper-tantrum level, and nearly a percentage point above its average since 2000. We expect cheap oil 

and a robust recovery in developed economies to stabilise growth in most emerging markets in the coming quar-

ters. The stabilisation in Chinese PMIs in February, with the HSBC services PMI up from 51.8 o 52.0 and the man-

ufacturing index back above the neutral 50 mark as well, shows that the stimulus may already be having some 

effect. Stabilising growth and the expected monetary tightening from the Fed, which we expect to begin in July, 

should limit the scope for further monetary easing. In any case, easing is not possible everywhere. Ukraine’s cen-

tral bank was forced to raise its benchmark rate from 19.5% to 30% yesterday in order to arrest the drop of the 

local currency. The massive hike will further aggravate the economic crisis and make the country even more de-

pendent on Western aid. 

 

EUROZONE SERVICES PMIs: FRANCE BOOSTEUROZONE SERVICES PMIs: FRANCE BOOSTEUROZONE SERVICES PMIs: FRANCE BOOSTEUROZONE SERVICES PMIs: FRANCE BOOST    

Finally some good news from FranceFinally some good news from FranceFinally some good news from FranceFinally some good news from France. The country’s services PMI jumped from 49.4 to 53.4 in February. That 

may reflect that the tide of ECB QE and cheap oil is lifting all the Eurozone boats, but may also indicate a positive 

impact on sentiment from the modest product market reforms dubbed “Loi Macron”, which are opening up some 

service professions and deregulate Sunday trading hours. We do not expect these reforms to have the same last-

ing impact on competitiveness and growth which serious labour market reforms have had in other countries, but 

at least for Q1 2014, the outlook for France’s domestic economy is brightening. 

 

Overall, the Eurozone’s services PMI roseOverall, the Eurozone’s services PMI roseOverall, the Eurozone’s services PMI roseOverall, the Eurozone’s services PMI rose from 52.7 in January to 53.7 in February, its highest levels since July 

last year, before the escalation of the Ukraine conflict took its toll on the Eurozone recovery. The level points to 

solid growth in domestic demand, as does the continued improvement in the composite output PMI. Contrary to 

some of the recent hard data, such as Germany’s spectacular retail sales in January, the PMIs do not point to a 

very serious upside risk to our GDP growth forecast for Q1 (0.2% qoq for the Eurozone), however. The critical situ-
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ations in Greece and Ukraine continue to have the potential to dampen growth in the short-term although the 

firming economic momentum and the ECB’s safeguards suggest that any setback should be short-lived. 

 

Services PMI 

 

Index level FEB JAN DEC NOV OCT SEP 

Eurozone 53.7 52.7 51.6 51.1 52.3 52.4 

Italy 50.0 51.2 49.4 51.8 50.8 48.8 

Spain 56.2 56.7 54.3 52.7 55.9 55.8 

Germany 54.7 54.0 52.1 52.1 54.4 55.7 

France 53.4 49.4 50.6 47.9 48.3 48.4 

Ireland 61.4 62.5 62.6 61.6 61.5 62.5 

Eurozone Comp. Output 53.3 52.6 51.4 51.1 52.1 52.0 

Source: Markit 

 


