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ECB: NO CONFETTI, HEADS DOWN, WORK EVERYONE 

Berenberg Macro Flash 

The ECB unanimously agreed to continue its monetary stance. The ECB unanimously agreed to continue its monetary stance. The ECB unanimously agreed to continue its monetary stance. The ECB unanimously agreed to continue its monetary stance. Despite some negative side effects such as 

increased volatility in bond markets or trouble for insurance companies or pension funds, the still very deep infla-

tion undershoot and the large amount of slack visible in high unemployment more than justify the ECB’s aggres-

sive stance. Since the Bundesbank was eligible to vote at this meeting, even its President Weidmann appears not 

to have objected to the ECB’s policies. 

 

The operational implementation of the asset purchases is going wellThe operational implementation of the asset purchases is going wellThe operational implementation of the asset purchases is going wellThe operational implementation of the asset purchases is going well, with no signs of a shortage of bonds to 

buy. The ECB puts down the recent market volatility in longer-term sovereign yields to a number of factors in-

cluding (1) rising growth and (2) inflation expectations, (3) temporarily increased issuance, (4) a shift of the pur-

chasing programme to shorter maturities as German shorter-term securities became eligible again by yields rising 

above the deposit rate and (5) low market liquidity. The Governing Council rightly agreed to look through the 

resulting market moves and continue with the programme. Yields and the euro exchange rate are still much lower 

than in the middle of last year, while the programme is working its way through the financial system and will 

support demand growth more strongly in the quarters to come. 

 

The economic and financial improvements as well as the return of inflation into positive territory are weThe economic and financial improvements as well as the return of inflation into positive territory are weThe economic and financial improvements as well as the return of inflation into positive territory are weThe economic and financial improvements as well as the return of inflation into positive territory are wel-l-l-l-

come but at an early stagecome but at an early stagecome but at an early stagecome but at an early stage. As expected, the Eurosystem staff forecasts were almost unchanged, with the excep-

tion of 2015 inflation, which was raised from 0.0% to 0.3% as the oil price has recovered a bit more quickly than 

anticipated in March (see table). That does not change anything about the medium-term outlook. Inflation will 

only reach the ECB’s target of below-but-close-to 2% in late 2017. Since that is calibrated on the ECB fully imple-

menting its asset purchasing programmes until September 2016, there is absolutely no reason to even entertain 

the “high-class” (Draghi) problem of an exit strategy. In fact, Draghi highlighted that the ECB has, if anything, a 

bias towards adding further stimulus rather than reducing it. Once again, Draghi and probably the majority of the 

Governing Council as well, sounded a cautious note on the forecasts, noting that external demand had developed 

less favourable than expected in recent months, particularly in emerging markets. While that was not a concern 

yet and domestic demand was doing well, Draghi’s dwelling on the slight loss of momentum highlights the ECB’s 

commitment to QE. 

 

Table: ECB forecasts remain optimistic 

 

GDP growth / inflationGDP growth / inflationGDP growth / inflationGDP growth / inflation    2015201520152015    2016201620162016    2017201720172017    

ECB staff forecast 1.5 / 0.30.30.30.3    (+0.3)(+0.3)(+0.3)(+0.3) 1.9 / 1.5 2.02.02.02.0 ((((----0.1)0.1)0.1)0.1) / 1.8 

Consensus 1.5 /0.2 1.7 / 1.3 1.5 / 1.6 

Berenberg 1.4 / 0.3 1.8 / 1.2 --- 

 

Sources: ECB June 2015 staff forecasts, changes in boldboldboldbold), Bloomberg consensus as of 28 May 2015, Berenberg 

 

 

As expected, Draghi did not shed As expected, Draghi did not shed As expected, Draghi did not shed As expected, Draghi did not shed any additional any additional any additional any additional light on the current statelight on the current statelight on the current statelight on the current state    of the negotiations with Greeceof the negotiations with Greeceof the negotiations with Greeceof the negotiations with Greece, 

nor on the ECB’s considerable role in them. He noted that a “strong agreement”, ensuring growth, fairness finan-

cial stability, fiscal sustainability, was needed. He also noted that primary surplus targets would have to reflect the 
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weaker economic situation, presumably to avoid the downward spiral of the first couple of years of the Greek 

bail-out. And Draghi signalled that the ECB would consider raising the T-bill issuance limit if Greece completes 

the bail-out review successfully, which is currently not the case. Draghi confirmed he would not attend the Junck-

er/Tsipras meeting in Brussels tonight. But since the Eurogroup and the IMF board make the final decisions, that 

should not have any impact. 

 
i 

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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