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New ECB measures over the 
top 
In our view the inflation picture does not justify the ECB’s 
renewed escalation of crisis mode. The additional loosening 
will do precious little for the economy. And the impact on yield 
and exchange rate levels is likely to be limited, given the 
downward adjustment prior to the decision. The risk of adverse 
side effects is rising, among them the danger that eurozone 
financial markets will again overshoot. Moreover, bond 
purchases and ultra-low interest rates remove the incentive to 
plow ahead with debt reduction. 

The relatively high market expectations prior to the ECB Governing Council 
meeting were in part disappointed by today's decisions to extend QE and lower 
the deposit rate further into negative territory. Nonetheless, the trimming of 
the deposit rate is likely to act mainly via the exchange rate channel. The 
additional bond purchases shield the yield level against upward pressure from 
across the Atlantic caused by the looming divergence of US and eurozone 
monetary policy. 

In our view the ECB had to date done enough, if not more than enough, to kick-
start the eurozone economy and get inflation back on track towards “below but 
close to” 2% in the medium term. We regard the latest measures as over the 
top. All in all, the latest economic indicators paint an encouraging picture – 
i.a. industrial capacity utilization back above the long-term average, upbeat 
sentiment indicators (despite the attacks in Paris) and steadily falling 
unemployment. 
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In individual countries enjoying relatively strong growth – particularly Ireland, 
and Spain, too – it is to be feared that ECB monetary policy will be too loose for 
too long, possibly giving rise to a renewed boom-bust cycle. For what is more, 
national fiscal policy is not taking countermeasures but, as in the eurozone as 
a whole, is no longer tightening its belt as firmly as during the crisis.      

For countries with weak growth and towering debt – first and foremost Italy – 
ultra-loose monetary policy might well be welcome, but whether it really helps 
them is doubtful. The ECB’s massive intervention is distorting market signals. 
For instance, it is questionable whether the present Italian yield level (e.g. 
below 1.5% on 10y government bonds) adequately reflects the risks of a debt 
mountain of over 130% of GDP. Given the assistance on the consolidation front 
provided by a lower interest burden, as a quid pro quo debt should be being 
reduced more rapidly. Incentive mechanisms that generate the necessary 
pressure to act are missing (also for growth-enhancing structural reforms). 

Given the grave negative effects of expansionary monetary policy on asset 
yields and the willingness of investors to entertain higher risks, we do not 
think that the trend in inflation as the “measure of all things” is signaling an 
acute need for further action. Core inflation currently stands at around 1%, a 
base effect will push headline inflation up towards 1% early next year. With 
economic growth in the eurozone on course for 1.7% in 2016 and 1.8% in 2017, 
eurozone inflation will continue to pick up gradually even if probably not quite 
reaching the ECB’s objective (our forecast: 1.6% on average 2017). In our view, 
the inflation outlook does not warrant the ECB digging itself deeper into crisis 
mode. 
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These assessments are, as always, subject to the disclaimer provided below.  

ABOUT ALLIANZ  
Together with its customers and sales partners, Allianz is one of the strongest financial communities. About 
85 million private and corporate customers insured by Allianz rely on its knowledge, global reach, capital strength 
and solidity to help them make the most of financial opportunities and to avoid and safeguard themselves against 
risks. In 2014, around 147,000 employees in over 70 countries achieved total revenues of 122.3 billion euros and an 
operating profit of 10.4 billion euros. Benefits for our customers reached 104.6 billion euros. 
This business success with insurance, asset management and assistance services is based increasingly on customer 
demand for crisis-proof financial solutions for an aging society and the challenges of climate change. Transparency 
and integrity are key components of sustainable corporate governance at Allianz SE. 

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.  


