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CHINA: KEEPING THE ORDERLY SLOWDOWN ON TRACK 
The good old routine is working: if Chinese growth slows down a bit more than the authorities want, they add a little stimu-
lus. Following the drop in GDP growth to 7.0% yoy, China cut the reserve-requirement ratio by 1 point to 18.5%, giving its 
banks a bit extra room to grant more credit. 
 
On trend, China is gradually losing momentum as the easy gains from catch-up growth are exhausted and the big dragon 
matures from industrial, dirty and investment-driven to cleaner and more services-focussed growth. With a savings rate of 
40%, fx reserves of $3.8 trn and a still comfortable fiscal position while inflation is below target, China can use whatever 
policy levers it may need to keep fluctuations in demand around the gradually decelerating trend to a minimum. As in the 
years before, China is cautiously pulling these policy levers. It may upgrade its stimulus if coming data point to a slowdown 
to well below the 7% growth target for this year. No hard landing at all. 
 
GREECE: A RAY OF HOPE AND A VERY MURKY RUSSIAN STORY 
Is Greece starting to get serious, at least a little bit? After a long period in which Athens simply dragged its feet and 
refused to contemplate the kind of reforms that could unlock further support from its creditors, two media reports now 
offer a small ray of hope. First, the IMF’s top official for the negotiations with Greece, Poul Thomsen, detected “a little 
more momentum” in the talks between Greece and its creditors in the last few days, telling German Handelsblatt over the 
weekend that “this is a positive development” and a cause for some hope. However, he added that the two sides are still far 
apart. Second, German FAZ reported that a new discreet steering group is playing an increasing role in the negotiations. 
Comprising top officials from Greece and its creditors, this “Frankfurt dinner group” tries to keep lines of communications 
open even if, at the staff level below or at the top political level above, talks hit the rocks, as they have routinely done over 
the last two months. 
 
Our main scenario remains that Greece will return to sensible policies, strike a deal with its creditors and stay in the euro. 
However, with Greece having apparently made no progress at all since the interim agreement of 20 February, we raised the 
probability of Grexit from 25% to 30% last Friday (see our “Forecasts at a Glance”). While European officials do not ex-
pect any significant progress ahead of a Eurogroup finance minister meeting on 24 April in Riga, they now seem to be urg-
ing Athens to accept key reforms in time for the next Eurogroup meeting on 11 May.  
 
Help from Putin? Don't get overly excited about a murky story in some Greek and German media that Athens may get a 
€3-5bn cash advance from Russia shortly. First, a top Russian official contradicted these stories over the weekend. Second, 
such money would probably buy Greece time to make it to July without having to choose between Grexit or accepting 
EU/ECB/IMF conditionality. But it would not change the underlying situation. Greece will not have access to bond mar-
kets for a long time to come. To pay its bills and avoid Grexit, it will have to strike a deal with its official creditors, that is 
Europe and the IMF.  
 
According to the media reports, the Russian money would be an advance payment on future transit fees for a natural gas 
pipeline to be built partly through Greece by 2019. Well, 2019 is a long way into the future. I’d be surprised if Russia were 
really to pay Greece such an amount of money four years in advance for a risky project which still needs to be vetted by EU 
regulators. 
 
Whatever the occasional daydreams of some Greek officials, we consider it extremely unlikely that Athens could get the 
additional €25-30bn support package which it will likely need over the next 2-3 years before it can fund itself on markets 
again from any other source than Europe and the IMF. And to get a deal with its official creditors, the new Greek govern-
ment will by and large have to return to the policies of the old Samaras government which had started to bear fruit last year. 
At the IMF/World Bank meetings late last week, virtually everybody seemed to be telling the Greeks that they better get 
their act together and strike a deal with their official creditors. Even US president Obama, after some sort of non-committal 
comments first, re-affirmed that message shortly after meeting the Greek finance minister. In the end, Greek prime minister 
Tsipras will have to make up his mind what he really wants, modernise his country or crash it into the abyss of Grexit.
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