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ECB: NO NEWS IS GOOD NEWS 

It was probably meant as a protest. But that an intruder showered Draghi with confetti – and that the incident got more 

attention than some of the things the ECB president had to say at his press conference - can also be seen as a compliment. 

The ECB’s new policy is working very well. Indeed, it seems to be working so well that Draghi had little to say beyond 

citing “clear evidence that the monetary policy measures we have put in place are effective”.  

 

After more than a month of full-scale sovereign bond purchases, the ECB’s programme is fully on track. At the margin, the 

ECB statement today exuded even more confidence than in March that Eurozone growth will firm and that inflation will 

gradually return towards the ECB’s “close to but below 2%” target over the medium term. Draghi detected no particular 

difficulties in the execution of the programme, with enough bonds being offered to the ECB. 

 

As expected, he poured some cold water on the rather premature discussion whether the ECB could scale down or end its 

asset purchase programme early, emphasising that the monthly purchases of €60bn are scheduled to run through September 

2016, or longer if needed, to get inflation back on track. Five weeks into a 19-month programme, it simply is far too early to 

talk about tapering. In a way, the very fact that some discussion about the endpoint has erupted highlights how successful 

the programme seems to be. 

 

We maintain our view that the ECB will likely keep buying assets until September next year. However, a serious debate 

about tapering may erupt within the ECB in late 2015 as base effects from last year’s decline in oil prices drive headline 

inflation back towards the core rate of currently 0.6% and GDP growth reaches annualised gains of close to 2%. By serious 

debate, we mean that even some mainstream council members may then ponder a Fed-style tapering, and not just those 

who were never in favour of quantitative easing in the first place. But any tapering debate is very premature at the moment. 

We will need to see the actual gains in GDP and loan growth as well as probably an upturn in core inflation before such a 

debate could make any sense. By saying that “the programme is flexible enough to be adjusted if circumstances change”, 

Draghi did not fully rule out later changes to the programme. 

 

GREECE: STILL SHYING AWAY FROM THE HARD DECISIONS 

No progress. Various media reports suggest that the talks between Greece and the troika (sorry: the institutions) about con-

crete reforms that could unlock further support for Greece have made little progress so far. The chances that Greece will 

present a satisfactory list of reforms by 20 April, so that Eurogroup finance ministers could endorse the list at their next 

meeting 24 April, are getting smaller by the day. Judging by the media reports, part of the problem seems to be that the 

Greeks actually sitting down with the EU/ECB/IMF representatives have little authority to decide major issues or that 

various parts of the Greek government contradict each other. While the inexperience of the new government may partly 

explain this, it could also point to a further issue: prime minister Tsipras still seems to be shying away from the hard deci-

sions. The Greek government either has to shelve most of its unaffordable election promises and continue roughly to the 

policies pursued by the Samaras government before. It can then stay in the euro easily and pave the way for a renewed eco-

nomic upturn. Or it will run out of money and will eventually have to print its own new money (Grexit). Whatever Tsipras 

ultimately decides, or into whatever corner he gets himself by delaying any hard decision, he will probably get into trouble 

with part of his own party anyway in the end, either with the pro-euro realists or the anti-euro hardline communists. 

 

Tsipras’s apparent reluctance to take a hard decision, reforms or Grexit, may partly be a negotiating ploy, hoping that Euro-

zone finance ministers will blink first. But as Eurozone finance minister had shown on 20 February, they are highly unlikely 

to blink. In the meantime, the sheer uncertainty about the fate of Greece seems to be pushing the small country into a deep-

er recession, ultimately weakening its bargaining position. 
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Our view remains that Greece will eventually do what it takes to stay in the euro, with a 25% risk of a catastrophic Grexit 

instead. The Grexit risk has certainly not receded over the last three weeks. 

 

As usual in Europe, there is no hard deadline. If no agreement is struck on 24 April, Eurogroup finance ministers may still 

endorse a Greek reform programme at an ad hoc gathering shortly thereafter or at their next regular meeting on 11 May. 

Even if Greece were to start missing some payments in May, as may happen, it might not trigger automatic and immediate 

withdrawal of ECB support for the banks if, by that time, Greece had finally signalled that it will by and large meet the con-

ditions attached to new support. But it is difficult to see how the current period of limbo could drag on beyond May. Mr 

Tsipras will have to bite the bullet of serious reforms within the next four to six weeks if he does not want to go down in 

history as the prime minister who pushed Greece into a catastrophic exit from Europe.  
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