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[Tapapevel yepatn n @apetpa... petpwv me EKT

DHARA RANASINGHE, RITYIK CARVALHO / REUTERS
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H owovopia g Evpolavng deiyvel ko mdi onpdote amoduvapnmons, onote
enavépyeton to B€pa g Evponaikng Kevrpikng Tpanelag kat Tov T pmopel va Kavet yio
va ) otpi&el. Exovv mponynOei, o1660, N dpaotikn LeEI®mOT TV EMLTOKI®V GE
younAdtoto emineda Kot N Lolikn ayopd opoAdYwv 2,6 Tp1o. evpd Yo vo avoldeppovOet o
TANOwPIGHOC, Ko 1 epyarelodnkm g €xel mepropiotel. [ldvimg, emioyéc dev mavel va
Exet.

Onwc, Adyov ybpv, £va 0KOAO TP®TO Pripa Bol TOV VoL TPOTOTOUGEL TV EVIUEPMOT)
OV KAVEL GYETIKA LE TIG LEAAOVTIKEG TAGELS TNG VOUICHOTIKNG TOATIKNG TG, Tov
Maptio petébece yia o 2020, to ypnyopoTEPO, TNV TPOTN UETA TN O1EOVI] OIKOVOLIKT
Kpion avénon emtokiov. Me ta onuepivd dedopéva eaivetor Twg avtn n avénon Oa
KaBvotepnoel Kt AAO, 0ALG aKOUO KL £TGL 0 aVTIKTUTTOC 6TV aryopd Ba givort
TEPLOPICUEVOG, OLOTL OEV AVOUEVEL TTLOL KATTOL0 TETOO Kivnomn pHéca oty Tpocseyn oetial.
2NV TPOYUATIKOTNTA Ol 0yOpES TAEOV oTotyNUaTiCovV 6N LElGT TOL KOGTOVG
daVEIGHOD, OTOTE Hio LETAPOAN GTNV evUEP®OT TTEPL TOV TAGEMY B LTopovcE
SLVNTIKA VO GLVOLAGTEL LE EVOL TTOAD YEVVALOO®PO TOKETO PONVOV Ko LLOKPOYPOVIDV
daveiov and v EKT mtpog T1g svponaikég tpdmeles.

Mo A evarraxtikn o NTav va egtdoet N Evporaiky Kevipikn Tpanela v
TOavOTNTO VO 0VOKOLPIGEL €V PLEPEL TIG TPATELES 0tO TO PAPOC TOV OPVNTIKOV ETTOKI®V
kataféoewv tov -0,4%, pofovpevn 0Tl 1 avaliky KEPOoPopia Tovg Ba ennpedoset
SVoUEVMG 1 O1dYVOT TN TOMTIKNG TNG. O1 0yopég TIGTEVOVY TG TO VO, LNV VITOKELTOL
uépog tv katabéocewv twv tpaneldv, Tov tomobetovv oty EKT, ce apvntikd emitokia
etval mBovov vo epapUocTel LOVO 6TO TAOIG10 Hog EVpHTEPNC XOAAP®ONG TNG
VOLUGUOTIKNG TTOALTIKNG, CUUTEPIAAUPOVOLEVIS Ko oG peimong Tov emttokiov. Béfata,
OTMOC EMONUOIVOLY O1KOVOLOAOYOL, KATL TETOL0 TPoDTOOETEL OO TT0 £E0GOEVT|LEVT
owovopio otnv Evpwldvn, evad £ykvpn tnyn 0MAmoe oto Reuters 6t EKT ogv
AVOUEVETOL GUVTOUMC VO acyoANDEl pe avtd to BEua.

Axoun éva gpyaieio drabéoo oty tpanela paiveton mmg ivat £va vEo TpOYpPULLNL
ToGoTIKNG Yohdpwong. H dioiknom g EKT dapnviet 6t Oa kdvetl yprion 6Awv tov
VOLOTAPEVOV EPYOLEI®V Y10 VO, TOVAGEL TNV avATTLén Kot Ttov TAnbwpiopd, xwpic vo
OTOKAEIEL TO EVOEYOUEVO VAL EVEPYOTOMNGEL EOVA TO TPOYPOULO 0YOPAS TITA®MV, TOV
TEPUATIOE LOMG TPV od TEVTE pves. 261000, Ba TPETEL VO PPOVTIGEL VoL AVENGEL TO OPLO
OYETIKA pe TO TG0 OpOAOYa UTopel vo Katéyel omd Evay Kot LOvov eopéa, S10TL elye
oxe06V PBAcEL 6TO0 avdTaTO EMimedo TOL 33% e TNV OAOKANP®GT TOV TPONYOVLEVOL
TPOYPAULOTOS TOGOTIKTG X OAAPDOTG.
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How can the ECB combat economic downturn?

By Dhara Ranasinghe and Ritvik Carvalho
https://de.reuters.com/article/eurozone-markets-ech/graphic-trawling-the-toolkit-how-can-the-ech-combat-economic-downturn-idUKL5N22W4WZ
LONDON, May 23 (Reuters) - With euro zone growth faltering again, markets are debating what else the

European Central Bank can do to shore up the economy.

After pushing borrowing costs to record lows and taking 2.6 trillion euros ($2.9 trillion) worth of bonds
out of the market to revive inflation, its toolkit is limited. But as outlined below, options do exist.

1/CHANGE GUIDANCE, OFFER TLTROs

Changing guidance on its plans for interest rates is widely seen as an easy first step. In March,
the ECB pushed out the timing of its first post-crisis rate hike to 2020 at the earliest. This is
expected to be delayed further, but doing so could have a limited impact as markets no longer
expect a rate hike over the next two years. In fact, rate cut bets have been building. So, a
change in guidance would likely be combined with a very generous package of cheap multi-year
loans - or targeted longer-term refinancing operations (TLTRO) - aimed at banks. The ECB is set
to launch a fresh TLTRO in September, but as details are not yet finalized it has time to assess

whether more generous terms are needed.

2/ CUT RATES, TIER RATES

The ECB is studying whether to grant relief to banks from some of the burden of its -0.4%
deposit rate, worried that weak bank profitability could impair transmission of monetary
policy. For markets, tiered rates are only likely as part of a bigger easing that involves rate
cuts. Economists say a cut would require significantly weaker economic conditions, while one
source told Reuters this was nowhere near to being discussed by the ECB. But don’t rule it
out: New Zealand and Iceland cut rates in May, Australia may follow in June and markets
anticipate a U.S. rate cut this year.
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3/BRING BACK QE!

The ECB says it is will use all tools available to boost growth and inflation, including resuming
the asset-purchase scheme it ended just five months ago. Capital Economics expects QE to
return next year and ABN AMRO believes any new stimulus is likely to take this form. But first,
the ECB would need to raise the limit on how much sovereign debt it can hold from a single
issuer, given it was already approaching the current 33% limit when QE ended. That ceiling
was introduced to ensure the ECB did not have a deciding vote in case of a debt restructuring,
and changing it could expose the ECB to legal challenges. “Although raising the limit would
likely be an uncomfortable situation for the ECB, it would be willing to do this in our view given
the lack of other alternatives,” said ABN AMRO’s head of financial market research Nick
Kounis.

4/BUY STOCKS, BONDS, SOURED LOANS

With government bonds getting scarce, the ECB added corporate debt to QE asset purchases
in 2016. A new QE round could include shares. Switzerland’s central bank buys stocks to
diversify its currency reserves and the Bank of Japan buys equity exchange traded funds (ETFs)
as part of its QE. ECB Vice President Luis de Guindos said in April the ECB had not discussed
buying stocks, and many question the effectiveness of equity purchases. “It’s doable and
sensible but it would be complicated,” said Marchel Alexandrovich, European financial
economist at Jefferies. The European stock market is relatively small and buying stocks could
leave the ECB open to criticism that it is picking companies that don’t apply best business
practices, he said. Buying bank bonds would be a game changer, said TS Lombard senior
economist Shweta Singh. “This would release a lot of assets for the ECB to buy but it is next to
impossible, as it would complicate the ECB’s role as bank supervisor,” she said. Buying banks’
non-performing loans would also have a more powerful impact than buying equities but
conflicts with the ECB’s supervisory role.

5/YIELD CURVE CONTROL

One way to add more economic stimulus could be to target explicit levels for long-term
interest rates. The BOJ has targeted long-term yields around zero since 2016, and the idea is
gaining traction. Federal Reserve official Lael Brainard has said she wanted to explore whether
the Fed, in a future downturn, should consider this step. It would be more complicated for
the ECB, said Mohammed Kazmi, portfolio manager for UBP in Geneva. “The natural answer
is to target Germany because the other countries’ bonds are priced against Germany,” he said.
But German bonds are in short supply. The ECB could change its capital key rule, where it buys
bonds relative to a member state’s contribution to the ECB working capital. That would allow
it to target another bond market though this in turn would leave it open to charges of
financing spending by weaker states.



