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ﬁ'm: Eurostat, TISCO Economic Strategy Unit (ESU)
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35
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Excess liquidity Our take: ECB tolerant of some volatility in EONIA

I. The increase in EONIA volumes is the natural counterpart
to repayment of LTROs and reduction in excess liquidity.

II. The higher levels of the short-term interest rate have yet
to manifest in the medium-term yield curve.

Ill. It should be considered a positive sign that banks rely
less on the ECB and more on each other, and that
fragmentation is receding.

Jan-12

Apr-12
Jul-12
Oct-12 |
Jan-13

Apr-13
Jul13
Oct-13
Jan-14

Apr-14

i European Banking Federation, European Central Bank (ECB),
Bloomberg, TISCO Economic Strategy Unit (ESU)
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uwunmd 9: glaloudsanney 2 thvmdsvaAy Ao Sudoswnin uazAuduglsudvan

. . ECB’s remarks on the inflation outlook
Eurozone HICP inflation

35

30 “.. cope effectively with risks of a TOO prolonged period

25 of low inflation.”

2.0

15 “.. the risks of DE-FANCHORING medium-term inflation

1.0 . 07 expectations are increasing.”

05 0

0.0 + g “.. there is consensus (among the Governing Council)
T e T T NN NN O om OO S g i i i
T T ; DO Z:.! PO :5 DO about being DISSATISFIED with the projected path of
$853885388538s8 8% inflation ...”

USD/EUR ECB’s remarks on the exchange rate

1.40

EUR against USD

“the strengthening of the exchange rate in the context of
low inflation is cause SERIOUS CONCERN in the view of the
Governing Council.”

1.35
1.30

1.25 “... lwould say that the Governing Council is

COMFORTABLE WITH ACTING NEXT TIME”, says Mario
Draghi

1.20

Jan-12

Apr-12
Juk12 |
Oct-12
Jan-13

Apr-13
Jul-13
Oct-13 |
Jan-14

Apr-14

ﬁﬁm: Eurostat, European Central Bank (ECB), Bloomberg, TISCO Economic Strategy Unit (ESU)
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Tumiﬂimuﬂmymiums‘tﬂﬂmﬂmmmuw 50 1 @uzifpuduaiugalinsunansdszeu) Deutsche Bank A9 ECB
%ﬂ‘suamammanmmﬂﬂmﬂm mmﬂ‘wﬁmmiwqmmﬂg (Main Refinancing Operations: f]aqﬁuag’ﬁ 025%) WALisUIAT
wsdindusnwaaassuAUlITU ECB (Deposit Facility: ﬁaqﬁua;ﬁﬁ 0%) lasazu5uanalii Deposit Facility Anay Liawan
é’u‘[ﬁﬁmmswwmi’nﬁﬂaiaﬂﬁuLﬁa‘IﬁLLﬁmﬂﬁsﬁamnﬁu (stﬂzﬁﬁumﬂumimm@uﬁu ECB) usnansasnisfuaeniiouds ECB
Unarlfiaaeiiodug mvalude Ysznaude L\auﬂLasmmwmaaanLau‘lumnm'«nmu (Full Allotment) szfumsgaduanwaaes
mrﬂmmmmsmwawuﬁumﬁma (Ending SMP Sterilisation) maamumﬂmaNuﬁumamanmﬂmsvmm’mLawq.,l,a'manau
1Ny (Targeted LTROs: LHu ﬁumaﬁwLmﬁmmiwwmwwﬁaaﬂfﬂmm SMEs 1flugiu)
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UNLNWA 10: ECB 1419:0naasmanaunsIemiensoviodus aivgiunsUsvasmeniieulsyie

Potential ECB measures Details

Engagein ‘Private QF’ ¢ ECB directly purchases private assets from market / banks e.g., securitized debt
such as ABS (easy), or bank loans (hard)
Engagein ‘Public QF’ e Outright large-scale sovereign debt purchases to boost activity via lower rates

for governments, corporates, and households
e Similar to QE programmes in US, UK, Japan

#in1: Deutsche Bank, TISCO Economic Strategy Unit (ESU)
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i Bloomberg, TISCO Economic Strategy Unit (ESU)

13



Global Economic | JUNE 2014

Review

fauaauATEgiazesiuion we. srasfninnhma ldun dailsafuilaaCPl) el 1.8% (@1 2.4% Yoy aifieu
nau), n'ﬁamuiuﬁum”wﬁmas(ml) 28 17.3% (30 17.6% YoY LiaiApuneu, uaadan(Retail Sales) a8l 11.9% (30 12.2%

YoY \lpifiaunion) uar nanRnn1AgasvnIsa(IP) agfl 8.7% (3N 88% YoY iiawiaurieu) asvieuliiiuivnmizzaeiizesguaed
meludsena

aanedevniunindszasi ndlamaumusnuiuiinnawiuly Tusazi gussdeglusziumdenaliisiauiuanas
fazsrilanudoiulunainedann3aming (National Real Estate Climate Index ) oy 8. USufianay a;jﬁ 95.79
@1N 9640 \lafaunau) azﬁauﬁammﬂa5\1ww%uvﬁwﬁmaﬁuﬁwmﬁqﬁ'ﬂ,ﬂg;miﬂ%uaﬂmoﬁ'mmm Tosiamzlunaiatiuilasann
odavnIamsndiisenedeneiinnlurnsiinnudasnisdesesiusloaitenas  denalifanssunsamuluadonduninsinianasdoa:
nsznuRefanssIMLATEgAY Tz aaf sl DB wpvheolsilimusuiuiivedaolsannnissgdaunsnusseaindasenglses

999n19Fasomsunsnddvavday lnpmndnasusimesomsunsudlianavecyiliguslnadauaisnsolunsdouiugu shlignig
usazevaaInedanIZuning

2819l5AMIN N19E9EANIBNBAIANIIATA LaE DB NBYINADY W.A. FIRINITNDDNITINBRINNTUDEINNAN

uwumWi 12: wavngun1Isveeniigeanunlugsszmagesnuasliviulull 2013 duavilag

Total Export of Electrical Machinery HK&TW
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Key export markets
% YoY

DB expects export growth to rise to double digits
after the effects of over-invoicing dissipates from
May'14 onwards.
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i Bloomberg, TISCO Economic Strategy Unit (ESU)
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MIIT raisesthe
foreign
ownership
limits on seven
value-added
servicesin
SHFTZ

MIIT announces
aplantoaliow
private/foreign
capital to
investment

Further opening up China's capital
markets

* Domestic Capital market will be
steadily opened up for the direct
investment of foreign individuals and
the domestic individuals investing in

foreign capital market will be orderl
pushed forward

= State Coundil
opened 80
projectsin the
industries
dominated by
SOE:

State Council of
Z Chinaissues
the "Guiding
Principles for
the Healthy
L Development
of capital
market”

Promoting direct-financing

* To develop a multi-layer capital market
with proper structure, complete
function and effective regulation by
2020 in three major areas of bond
market, equity market and private

it

Guiding Principles for
the Healthy
Development of capital
market

Promoting mixed ownership reform

= "Actively”" develop a mixed ownership
economy by further removed in entry
barrier and acquisition restriction on
private companies

Managing a balance between

innovation,development and financial

risk

* To Supremely concentrate on financial
stability

#ix1: Deutsche Bank, TISCO Economic Strategy Unit (ESU)
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Of total 1.5% GDP growth (sa), domestic

demand boosted growth by 1.7ppt on the M Consensus forecast
5.9 back of substantial increase in front- W Actual data
loaded demand, while external demand
4.2 dragged it down 0.3ppt.
2.0 1.7

However, markets believe the negative payback
will last only a quarter and give way to fairly
sound growth in 3Q14.

-34 f

1Q14 2Q14F 3Q14F 4Q14F
7131; Economic and Social Research Institute, Bloomberg, TISCO Economic Strategy Unit (ESU)
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ix7: Deutsche Bank, Japan Automobile Manufacturers Association,
TISCO Economic Strategy Unit (ESU)
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uwuMil 16: BoJ maddnsniuiilessidngssaudhmaedudontmual imelubvuyssana 2016

25 1 BoJ estimate (excluding the

effects on the VAT hike)

___________ "
m  Fv2016

FY2015

||
FY2014

The 1Q14 domestic demand deflator
was up 0.1% QoQ and 0.7%
YoY,confirming a halt in the decline in
domestic prices.

DB expects the price uptrend to
continue but at slower pace.

Jul-12
Jul-13
Jul-14
Jul-15
Jul-16
Jul-17

~
<
c
]
5

#ix1: Deutsche Bank, Ministry of Finance, Ministry of Internal Affairs and Communications, BoJ,
TISCO Economic Strategy Unit (ESU)
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Output Gap

- %

6 - g

< CCapital input gap
4 C—Labor input gap
3 = Output gap

2 -

1 A 1

0 - —ﬂn II nn
-1 UUL
2
-3 7 BoJ sees no need for easing now
-4 A and maintains its data-dependent

< approach as it needs to assess post-tax hike data during 2Q14
- before further easing.
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According to the BoJ, the output gap recently improved to around the long-term average
of about 0%. The gap will likely to turn positive late this year. Labor utilization has steadily
increased, while manufacturing capacity utilization, which has been somewhat delayed due to
sluggish exports, should gradually improve if exports pick up.

#ix1: Bod, TISCO Economic Strategy Unit (ESU)
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