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Lending figures give green 
light for ECB exit  
Ultra-loose monetary policy is not only unwarranted given the 
healthy economy, today’s bank lending survey results also 
argue in favor of a normalization of monetary policy. However, 
as the euro exchange rate and the eurozone bond market react 
sensitively to small tweaks to ECB communication, the 
Governing Council will continue to tread softly and there will 
be no major changes at this Thursday’s meeting. 

The results of the bank lending survey  released today show a healthy 
backdrop for lending in every respect: in the second quarter banks eased their 
credit standards for enterprises further (they remain well below the historical 
average), with a further easing expected in the current quarter. Demand for 
loans to enterprises rose further and banks expect the increase to continue. 
Credit standards for households for house purchase were also eased further in 
Q2, with this trend expected to continue in Q3. Demand for housing loans has 
increased and banks expect it to grow further in the current quarter.  

So on the lending side we are seeing positive signals for an imminent exit from 
expansionary monetary policy,  already overdue in light of the healthy 
eurozone economy. However, since ECB president Draghi’s statements in 
Sintra, the EUR/USD exchange rate and yields on 10yr German government 
bonds have risen substantially.  According to our calculations, the bond 
purchasing program squeezes German long-term yields by around 80 basis 
points. For this reason alone, yields are set to move up further. But this will be 
cushioned firstly by the fact that the ECB is in no event going to reduce its 
presence  on the market abruptly and, secondly, by the central bank’s 
communication. 
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The ECB Council’s balancing act lies on the one hand in not delaying decisions 
too long (in order not to get behind the curve), but on the other in guiding 
expectations (and not causing surprises) in such a way  as to avoid financial 
market turbulence. This coming Thursday the ECB is likely to drop its QE 
easing bias (as was already considered at  the last meeting according to the 
minutes). However, the main objective will be to steer expectations towards 
the September meeting. Together with the new staff projections, we then 
expect the ECB to announce a reduction in its monthly bond purchases to EUR 
40bn or even 30bn from January.  Regarding the tapering rhythm going 
forward, the ECB will be keen to maintain flexibility for as long as possible, but 
we expect tapering to have been concluded by the middle of next year. 
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ABOUT ALLIANZ  
The Allianz Group is one of the world's leading insurers and asset managers with more than 86 million retail and 
corporate customers. Allianz customers benefit from a broad range of personal and corporate insurance services, 
ranging from property, life and health insurance to assistance services to credit insurance and global business 
insurance. Allianz is one of the world’s largest investors, managing over 650 billion euros on behalf of its insurance 
customers while our asset managers Allianz Global Investors and PIMCO manage an additional 1.3 trillion euros of 
third-party assets. Thanks to our systematic integration of ecological and social criteria in our business processes 
and investment decisions, we hold a leading position in the Dow Jones Sustainability Index. In 2016, over 
140,000 employees in more than 70 countries achieved total revenue of 122 billion euros and an operating profit of 
11 billion euros for the group. 

These assessments are, as always, subject to the disclaimer provided below. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 
The statements contained herein may include prospects, statements of future expectations and other forward-
looking statements that are based on management's current views and assumptions and involve known and 
unknown risks and uncertainties. Actual results, performance or events may differ materially from those expressed 
or implied in such forward-looking statements.  

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and 
competitive situation, particularly in the Allianz Group's core business and core markets, (ii) performance of 
financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured 
loss events, including from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity 
levels and trends, (v) persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) 
interest rate levels, (viii) currency exchange rates including the euro/US-dollar exchange rate, (ix) changes in laws 
and regulations, including tax regulations, (x) the impact of acquisitions, including related integration issues, and 
reorganization measures, and (xi) general competitive factors, in each case on a local, regional, national and/or 
global basis. Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities 
and their consequences.  

NO DUTY TO UPDATE 
The company assumes no obligation to update any information or forward-looking statement contained herein, save 
for any information required to be disclosed by law.  


