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 ECB to signal "favorable" yield levels to markets  

 

This week, the accounts of the latest Governing Council meeting on 
monetary policy were published. While there was nothing new in the 
monetary policy stance, the meeting minutes contained important 
clarifications regarding implementation through securities purchases.  
 
In response to the rise in yields in February, the Governing Council had 
announced in March a significant increase in securities purchases for the 
coming (second) quarter. Neither the extent of the increase nor what it was 
intended to achieve was quantified. The market could only orientate itself on 
the decision in December. At that time, the board had committed itself to 
ensuring favorable financing conditions. Again, there was no quantification. 
Only that "favorable" would depend on the inflation outlook.  
 
The accounts of the most recent meeting stated that the Governing 
Council's aim in December was to counteract any unwarranted, premature 
tightening of financing conditions. What it was not about was setting yield 
targets for the bond market. However, a hint as to where the ECB Governing 
Council would like yields to be was then added. It was said that, as long as 
the inflation outlook remained unsatisfactory, the Governing Council would 
have to maintain financing conditions close to December levels. This gave 
the market an indication of the current desired level of yields. 
 
The recent tightening of financing conditions (rise in yields) was thus seen 
as premature, as the growth and inflation outlook had hardly changed since 
December. It was again stressed that the assessment of whether financing 
conditions were favorable should be made jointly with the inflation outlook. 
 
Therefore, the Governing Council agreed to assess financing conditions and 
the inflation outlook on a quarterly basis in the future and, based on this, to 
decide on the further extent of monthly securities purchases. The ECB has 
thus decided on a new procedure. An exact amount of purchases will 
probably still not be fixed, but the extent will be indexed relative to past 
purchases.  
 
At the next but one meeting on June 10, the ECB will indicate the extent of 
its securities purchases for the coming quarter. Indirectly, this will 
communicate to the market what the ECB's Governing Council thinks of the 
then prevailing level of yields. With this kind of communication, the ECB will 
not control the yield curve, but it will give quite clrear signals to the markets. 
The meetings of the ECB Governing Council, at which the decision on the 
extent of securities purchases will be taken, will be of great importance for 
the bond markets in the future.  
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GDP growth (j/j, %) 

 
Source: IMF, Erste Group Research 
 
 

Global outlook brightens  

 

This week, the IMF (International Monetary Fund) revised its growth forecast 
for the global economy upwards by 0.5pp to +6.0% in 2021 and by +0.2pp to 
+4.4% in 2022. On the one hand, the economic contraction in 2020 was not 
as large as expected, as generous fiscal support measures and the easing 
of lockdowns in most regions contributed to a stronger-than-expected 
economic recovery in 2H. On the other hand, economies have adapted to 
new ways of working. Policy support measures are particularly important 
and further stimulus (especially in the US) has also improved the global 
outlook. 
  
The economic recovery differs considerably by region and sector, reflecting 
pandemic-related constraints and the extent of policy support. In particular, 
countries that depend on tourism and commodity exports or have limited 
fiscal space are experiencing stronger output losses. The global outlook 
therefore remains highly uncertain and, according to the IMF, will depend 
on: (i) the path of the health crisis and, accordingly, the successful use of 
vaccines to combat the virus; (ii) the effectiveness of policy actions to limit 
persistent economic damage; (iii) the evolution of financial conditions and 
commodity prices; and (iv) the adjustment capacity of economies. 
  
Our 2021 growth forecasts for the euro area (+4.0%) and the US (+5.9%) 
are somewhat more cautious than those of the IMF. Initially, the political 
priority is still on maintaining free capacities in the health system and 
successfully combating the virus. The coming phases of the pandemic will 
require a sure hand, as support measures will remain necessary in a 
targeted manner and can only be scaled back slowly. Depending on the 
structural characteristics of an economy, further strengthening of the 
recovery will need to be appropriately accompanied by fiscal support and 
generous monetary policy, while monitoring financial stability risks. 
Investment in long-term growth, climate change, and labor market support 
measures remain of particular importance. 
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Economic calendar 
 

 

 

 
 
Central bank events 
 

 
 
 
Source: Market Data Provider, ECB, Federal Reserve, Erste Group Research 

Ctry Date Time Release Period Consens Prior

Eurozone

USA

13-Apr 14:30 Inflation y/y Mar 2.5% 1.7%

15-Apr 14:30 Retail Sales mom Mar 5.2% -3.0%

China

Date Time Event

ECB 14-Apr 16:00 Christine Lagarde, fire side chat, Reuters Newsmaker event

14-Apr 19:00 Isabel Schnabel, webinar: Europe Calling

Fed 14-Apr 18:00 Jerome Powell, dicussion, Economic Club of Washington
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Exchange rates EUR: USD, CHF, GBP and JPY 
Changes compared to last week  

Eurozone spreads vs. Germany 
10Y government bonds 

  
Source: Market Data Provider, Erste Group Research Source: Market Data Provider, Erste Group Research 

US Treasuries yield curve 
Changes compared to last week 

DE Bund yield curve 
Changes compared to last week 

 

 

 

 
Source: Market Data Provider, Erste Group Research Source: Market Data Provider, Erste Group Research 
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Forecasts1 
 

 

 
 
 

 
 
 
 
In case of changes to our forecasts compared to the previous issue, arrows show the direction of the change. 
Source: Market Data Provider, Erste Group Research 

 
 
  

 
1 Note: In accordance with regulations, we are obliged to issue the following statement: 
Forecasts are not a reliable indicator of future performance. 

GDP 2019 2020 2021 2022

Eurozone 1.3  -6.6 4.0  3.4  

US 2.3  -3.5  5.9  3.4  

Inflation 2019 2020 2021  2022  

Eurozone 1.2  0.3  1.5  1.2  

US 1.8  1.2  2.2  1.9  

Interest rates current Jun.21 Sep.21 Dec.21 Mar.22

ECB MRR 0.00 0.00  0.00  0.00  0.00  

3M Euribor -0.55 -0.54  -0.54  -0.54  -0.54  

Germany Govt. 10Y -0.33 -0.30 -0.20 -0.10  0.00  

Swap 10Y 0.03 0.00 0.10 0.20  0.30  

Interest rates current Jun.21 Sep.21 Dec.21 Mar.22

Fed Funds Target Rate* 0.07 0.13  0.13  0.13  0.13  

3M Libor 0.19 0.20  0.20  0.20  0.20  

US Govt. 10Y 1.65 2.00  2.10  2.20  2.20  

EURUSD 1.19 1.16  1.16  1.18  1.20  

*Mid of target range
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