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HIGHLIGHTS OF THE WEEK 

Economist insights: Inertia of long-term rates in the US and the euro zone, stable 
Chinese growth (p.1) 

› Despite the rise in oil prices, 10-year yields have remained low in the US and the euro zone, due 

to investors’ wait-and-see attitude in light of international trade tensions... 

› ... these low yields could persist if, as we expect, central banks confirm that they intend to use 

caution in the context of increased uncertainty 

› In China, real GDP growth was stable at 6.8% in Q1 2018 for the third quarter in a row. The 

slowdown in credit growth continued in March    

 

Focus Switzerland: “Sovereign Money”, considerable economic and financial risks 
(p.4) 

› On 10 June 2018, the Swiss electorate will be called on to vote in a referendum on the 

implementation of a federal popular initiative, the “Sovereign Money Initiative” 

› This reform firstly aims to prohibit banks from creating money, granting the SNB the exclusive 

power of new money creation... 

› ... while, secondly, enabling the SNB to give the new money it creates, free from corresponding 

debt, to the federal government, the cantons, and the private sector  

› Our analysis shows that this could lead to a decline in Swiss economic activity from the start of its adoption, 

reduce GDP growth potential over the medium term, and erode the franc’s credibility in the longer term 
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ECONOMIST INSIGHTS 

INERTIA OF LONG-TERM RATES IN THE US AND THE EURO ZONE, 

STABLE CHINESE GROWTH 

BOND YIELDS – TRADE TENSIONS ARE WEIGHING ON LONG-TERM YIELDS IN THE US AND THE EURO ZONE 

 

The growing tension on trade issues between the US and China over the past weeks has affected long-term rates in the US and 

the euro zone. 10-year sovereign yields, which had reached a high point in February 2018, have fallen slightly on both sides of 

the Atlantic. Thus, the yield on the US 10-year Treasury, which was at 2.95% on 21 February, was recorded at 2.91% at the 

close of 19 April. Likewise, the yield on the German 10-year Bund was at 0.60% on 19 April, after reaching a peak of 0.77% on 

2 February. 

 

These low long-term yields have led to a flattening of curves. In the US, while the yield on the 2-year Treasury note increased 

from 2.27% to 2.43% between 21 February and 14 April, after the Fed raised its key rate, the spread between the 10-year and 

the 2-year narrowed by 20bp to 48bp. In Germany, on 19 April, the 2-year Schatz was at a level close to that of 2 February, i.e. -

0.56%. As a result, the German yield curve has flattened by 15bp to 16bp. 

 

 

 

This trend in long-term yields is especially notable due to the fact that oil prices have risen significantly over the past several 

weeks, mainly as a result of growing uncertainties surrounding geopolitical risk, pending the upcoming decision by the US on 

possible new economic sanctions against Iran. The price of the barrel of physical WTI was at $68.5 on 18 April, i.e. its highest 

level since December 2014, and the price of Brent reached $73.9/bbl, its highest since November 2014. 

 

 

 

The trend in inflation expectations confirmed that investors’ reaction to the new rise in oil prices was very moderate.  In the 

United States, the 10-year inflation swap rate was at 2.36% on 19 April, i.e. the same as its peak in February 2018, which is still 

below the average of 2.55% between 2010 and mid-2014. In the euro zone, the 10-year inflation swap rate was 1.55% on 19 

April, after reaching 1.61% in January 2018, below its average between 2010 and mid-2014, which was 2.06%.  

 

Implications: 

According to our analysis, the inertia of yields and long-term inflation expectations in the US and the euro zone reflects the wait-

and-see attitude of investors in a context in which the risk of a trade war raises uncertainty with regard to the economic outlook 

on both sides of the Atlantic. The relatively low yields could persist, moreover, if, as we expect, the growing economic 

uncertainty leads central banks to confirm their intentions to remain cautious and that, as a result, they could delay the 

normalisation of their monetary policies if necessary. 

 

For more details, please refer to the analysis by Mathilde Lemoine, Group Chief Economist: “The US-China trade war: 

high persisting tensions and sluggish investment”, April 2018, available at the following address: https://intranet.int-

groupedr.com/group/Pages/EdR-DisplayNews.aspx?EdRId=575 

US End 2017 Level
21/02/2018 (2018 highest level of the 10-Y 

Treasury yield) 
19.04.2018

2-Y Treasury yield (%) 1.89 2.27 2.43

10-Y Treasury yield (%) 2.41 2.95 2.91

10-Y / 2-Y spread (bp) 52 68 48

Euro zone End 2017 Level
21/02/2018 (2018 highest level of the 10-Y 

Bund yield) 
19.04.2018

2-Y Schatz yield (%) -0.63 -0.54 -0.56

10-Y Bund yield (%) 0.43 0.77 0.60

10-Y / 2-Y spread (bp) 105 131 116

Source: Bloomberg, Edmond de Rothschild Economic Research

Oil prices End 2017 Level 2018 highest level 19.04.2018

WTI  ($/b) 60.4 68.5 (le 18/04/18) 68.3

Brent ($/b) 66.8 73.9 (le 18/04/18) 73.7

10-Y inflation swap rate End 2017 Level 2018 highest level 19.04.2018

US (%) 2.23 2.36 (le 18/04/18) 2.36

Euro zone (%) 1.57 1.61 (le 16/01/18) 1.55

Source: Bloomberg, Edmond de Rothschild Economic Research

https://intranet.int-groupedr.com/group/Pages/EdR-DisplayNews.aspx?EdRId=575
https://intranet.int-groupedr.com/group/Pages/EdR-DisplayNews.aspx?EdRId=575
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CHINA – GROWTH REMAINED STABLE AT 6.8% IN THE FIRST QUARTER  

 

In China, real annual GDP growth came in at 6.8% for the first quarter of 2018, the same pace as the previous two quarters. 

The contribution of final consumption to total growth increased from 4.1% in Q4 2017 to 5.3% in Q1 2018 (see left-hand chart). 

Retail sales mirrored this trend. They were up 10.1% in March, i.e. average growth of 9.7% for the first quarter of the year. 

Growth was driven by most sub-components, and automobile sales in particular, which had undergone a sharp deceleration in 

2017 under the effect of the end of fiscal incentives for vehicle purchases. The relatively stable growth in the disposable income 

of urban households at 8.0% during the quarter reflected the resilient consumption trend in China. The inflation context – with a 

slowdown in March to 2.1%, significantly below the 3% target of the People’s Bank of China – was also a factor that supported 

domestic consumption. Year-on-year growth in investments in fixed assets slowed slightly to 7.1% in March, vs. 7.2% at the end 

of 2017, due notably to the decrease in investment in infrastructure, which was penalised in particular by the tightening of 

conditions for local government financing for certain public projects.      

 

Credit growth continued to decelerate in March. There was a more marked deceleration for aggregate credit – which includes 

part of the shadow banking market – than banking credit. Bank credit growth slowed very slightly to 12.7% in March (see right-

hand chart), while aggregate credit grew 10.5% in March compared to 11.1% for the first two months of the year. This trend 

echoes the 19th National Congress of the Communist Party, which had formalised the control of financial risks and the 

deleveraging of the Chinese economy and made them a top priority. This slowdown in credit – especially the shadow banking 

components – is thus set to continue over the upcoming months.  

 

 

 

Sophie Casanova – Economist, Central Banks, s.casanova@edr.com 

François Léonet - Economist, Emerging Markets, f.leonet@edr.com 

  

 

Final consumption contributed more to growth in the first quarter of 2018 

than previously

 

 

Growth in bank credit decelerated only very slightly in March, unlike 

aggregate credit

 

  

mailto:s.casanova@edr.com
mailto:f.leonet@edr.com
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FOCUS SWITZERLAND 

“SOVEREIGN MONEY”: CONSIDERABLE ECONOMIC AND FINANCIAL 

RISKS  

Sophie Casanova – Economist, Central Banks, s.casanova@edr.com 

 

On 10 June 2018, the Swiss electorate will be called on to vote in a referendum on the implementation of a federal popular 

initiative”, “For crisis-safe money: Money creation by the National bank only!”1 This reform proposal, also called the “Sovereign 

Money Initiative”, provides for two important modifications to the Swiss monetary system: 

- the first is to give the Swiss National bank (SNB) the exclusive power of new money creation; 

- the second is to enable the SNB to create “debt free” money 

 

These measures would constitute a significant change in the operation of the Swiss monetary system as: 

- firstly, commercial banks would no longer be able to participate in the money creation process, as is the case today2. 

They could continue to issue credit, but in order to do so they would have to be fully financed (either by the term 

savings deposits of their clients, or by borrowing on the financial markets, or by their own capital). In other words, 

banks would only be able to play the role of intermediary between savers and borrowers. 

- secondly, the SNB would have the power to create francs, according to the quantity of money that it deems necessary 

for the functioning of the economy, which it would be able to give to the federal government, the cantons, and/or the 

private sector, free from corresponding debt. These “new francs” would thus be “debt free” money3. 

 

In January 2017, we analysed the implications that the implementation of this initiative would have for monetary policy. We 

notably demonstrated that the instability of demand for money that the introduction of sovereign money would lead to would 

significantly reduce, as from its introduction, the Swiss National Bank’s ability to contain inf lation, which could increase financial 

instability4. 

 

We supplement our study here by analysing the economic and financial risks that this reform could entail. While changing the 

monetary system would take several years, we show that not only could it lead to a decline in Swiss activity in the short term, it 

could also hamper the growth potential of the Swiss economy. Moreover, in the longer term, it could significantly erode the 

credibility of the Swiss franc. 

 

A change in the monetary system would take several years, but could have immediate consequences for the Swiss 

economy... 

 

While, as from its implementation, the reform plans to take away commercial banks’ ability to create money, the switch to a full 

“sovereign money” system would require all current loans to be repaid, and that the share of “debt-free” money in the money 

supply become predominant, which could only happen over several years5.  However, its adoption could have immediate 

consequences for the Swiss economy, notably by triggering a drop in economic activity.  

 

First of all, the implementation of the “sovereign money” reform would heavily penalise the banking sector . Banks would no 

longer benefit from the low-cost financing source that its customers’ sight deposits represent, and could only issue credit equal 

to the amount of savings it has collected, for which the cost is higher. Banking sector margins could thus be significantly 

compressed. This would have an impact on Switzerland’s activity, given the weight of the banking sector in its economy, which 

accounted for 9.1% of GDP in 2017.  

Then, and especially, the adoption of this reform could lead to high uncertainty, as it would consist of the implementation of a 

monetary system never tested before, with unknown economic implications6. This uncertainty could weigh heavily both on 

corporate investment and consumer spending. 

                                                             

 
1
 At end-2015, this federal popular initiative collected the number of signatures required by the Constitution to trigger a national referendum on the issue. 

2
 See text box 1 in appendix, “La création monétaire par les banques aujourd’hui” 

3
 From an accounting point of view, the francs created by the SNB according to this process would be recorded as liabilities on the central bank’s balance 

sheet, while the corresponding assets would be recorded as “gifts to the economy” and would have no value in terms of wealth 
4
 See our Weekly of 30 January 2017 

5
 See text box 2 in appendix “Les étapes menant à un régime de monnaie pleine total” 

6
 Already in 2014, Thomas Jordan, chairman of the SNB, had indicated that: “the introduction of sovereign money would constitute an enormous 

experiment for which we lack any experience or comparative figures from the past. Never in monetary history has a country introduced sovereign money 

mailto:s.casanova@edr.com
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Furthermore, domestic demand could also be affected by an abrupt rise in interest rates and a drop of equity markets if the 

adoption of this reform, due to the resulting uncertainty, were to trigger massive capital outflows. In fact, even though, thanks to 

its recurring current account surpluses, Switzerland has been able to develop a net credit position vis-à-vis the rest of the world 

(which reached 126% of GDP at end-2017), it would nevertheless be weakened if international investors decided to repatriate 

the capital they have invested in Switzerland, and if, at the same time, Swiss investors were reluctant to sell their assets abroad 

to deposit them in the new domestic financial system. In this case, the net capital outflows could be substantial, as the portfolio 

securities under management held by foreign investors in Switzerland, i.e. assets that can be sold quickly, totalled CHF1,175 

billion in Q4 2017, or 175% of GDP.  

 

In this context, even though, given the size of its reserves, the SNB would be able to limit the depreciation of the franc that 

would result from the capital outflows, it would have difficulty curbing the rise in long-term interest rates and the decline of equity 

markets at the same time, which would have rapid recessionary effects on the level of economic activity.  

 

... and jeopardise the medium-term growth outlook... 

 

The adoption of the “sovereign money” system would, moreover, have lasting consequences for the Swiss economy, as it would 

lead both to a credit shortage and a substantial rise in nominal interest rates. 

 

As, according to this reform, the term savings of economic agents would become the main source of financing for loans, the 

credit supply would inevitably become smaller (as it could no longer be generated by sight deposits) and depend on the appetite 

of savers to make long-term deposits (equivalent to the length of the loans). For example, in January 2018, the share of 

deposits made for periods of over five years represented just 0.7% of the total stock of deposits of the Swiss banking system. 

 

Furthermore, to convince savers to give up the liquidity of their assets, they would have to be offered substantial compensat ion, 

implying that the interest rates on the new loans would be higher than they would have been in the current monetary system. 

This would not only affect households, but also Swiss small and medium-sized companies that do not have access to capital 

markets. 

 

                                                                                                                                                                                                          

 

based on central bank money”. In a speech in January 2018, he stated: “A more general and significant objection to the sovereign money initiative is that 
the acceptance of the initiative would plunge the Swiss economy into a period of extreme uncertainty. Switzerland would have an untested financial system 
that would differ fundamentally from that of any other country. This would create turmoil on the financial markets even before the new system is 
implemented. The changeover would in any case be very difficult and the long-term consequences uncertain”. 

  

 

The uncertainty linked to the sovereign money reform could lead to 

significant capital outflows from Switzerland…

 

 

The SNB could limit the drop in the franc but would struggle to stop the 

decline in bond and equity markets at the same time 
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In addition, the overall level of interest rates in the economy could become higher, including on bond markets, as the amount of 

“debt-free” money becomes greater, as investors could also demand higher compensation due to the inflationary risk.  As 

demonstrated by our January 2017 report, the implementation of the “sovereign money” reform would reduce the ability of the 

SNB to contain inflation7, which would lead to a de-anchoring of inflation expectations and, thus, a rise in bond yields.  

 

As a result, the high level of interest rates in Switzerland could weigh durably on corporate investment, thereby reducing capital 

accumulation, which would affect the growth potential of the Swiss economy in the medium term.  

 

... while eroding the credibility of the Swiss franc over the long run 

 

Lastly, and especially, the introduction of a “sovereign money” system could erode the credibility of the Swiss franc and expose 

it to a confidence crisis in the long run.  

 

In fact, as we have just seen, although the current position of the SNB’s balance sheet would enable it, in the event of a 

confidence crisis resulting from the adoption of the “sovereign money” reform, to limit the decline of the franc, the situation 

would be very different several years later, when the share of “debt free” money would have grown.  

 

This is because, when the “sovereign money” system would be fully in force, the structure of the balance sheet of the SNB 

would be significantly different: the main counterpart in its assets to the money issued would gradually become “gifts to the 

economy” (at present, the counterpart to the money created by the SNB consists of financial assets). 

 

The value of the franc would then rely only on the confidence of its domestic and foreign holders, as it would no longer have any 

wealth value as a counterpart. Thus, the franc would be much more vulnerable to monetary crises as, if confidence in its value 

were to fall, the SNB could no longer, as is the case today, sell part of the assets it holds to buy back francs in order to limit its 

decline.  

 

Conclusion: 

 

Our analysis of the potential risks linked to the adoption of the “sovereign money” reform shows that it could have negative 

effects on Switzerland’s economy and financial stability that could deepen over time. Thus, the adoption of this initiative could 

result in: 

 

- A fall in economic activity, a rise in bond yields and a drop in equity markets in the short term; 

- Lower growth potential of Swiss GDP in the medium term, due to a shortage of credit and an increase in its cost;  

- In the longer term, a weakening of the credibility of the Swiss franc that would expose it to confidence crises and 

thereby increase financial instability 

 

  

                                                             

 
7
 Our analysis was confirmed by the Swiss National Bank, which in March 2018 stated that: “Under a sovereign money system (...) it is unclear how a 

restrictive monetary policy (i.e. a reduction in the money supply) would be effected. The SNB would hardly be in a position to reclaim money from the 
Confederation, the cantons or the country’s citizens.” 
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Annex : 

 

Table 1 : Commercial banks and the current process of money creation 

In most developed countries, money created by the central bank only represents part of the total money in circulation. The 

central bank creates money in the form of banknotes and coins that are put into circulation, loans to commercial banks 

(refinancing operations) and asset purchases (gold, securities – mainly bonds – and currencies). Under this system, 

commercial banks create a significant amount of money: when they receive a deposit, they are only required to set part of it 

aside and can use the rest to make a loan, which then becomes another deposit. As a result, banking activity increases the 

amount of money in circulation, otherwise known as the money supply. 

 

There are, however, limits on the banks’ ability to create money. The central bank uses its benchmark interest rate to influence 

the supply of loans provided by banks and the demand for loans in the private sector. Bank lending is also held in check by the 

central bank’s minimum reserve ratios (or reserve requirements) along with liquidity and capital requirements (which have 

been strengthened since the 2008 crisis). 

Table 2 : Steps towards a full switchover to sovereign money 

The current cumulative balance sheet of the entire economy excluding the public sector is as follow: 

 

The switchover to sovereign money would imply a transitory period :  

 Once the new monetary system is put into place, bank deposits would be divided into two categories: sight deposits 

(for spending purposes) and savings deposits. The banks would immediately transfer sight deposits to off-balance-

sheet positions. The banks would have to match these deposits with central bank money lent to them by the SNB. 

That means that sight deposits would be backed by a liquid asset – central bank money.  

 To keep bank balance sheets stable following the sharp drop in deposits alongside no change in outstanding loans, 

the SNB would grant loans to banks unable to find other sources of private financing. These loans could remain in 

place for several years, until the excess lending has been paid back.  

 

The full switchover to sovereign money would take place over several years with the SNB transferring money directly to the 

federal government, the cantons and the non-financial private sector without going through the banking system. The SNB 

balance sheet would become: 

 

 

Références : 

Jordan T., « Sound money – a fundamental pillar of our society», 23 November 2014 

Jordan T., « How money is created by the central bank and the banking system », 16 January 2018 

BNS, « Swiss sovereign money initiative (Vollgeldinitiative): frequently asked questions», 5 March 2018 

BNS, « Why the SNB opposes the Swiss sovereign money initiative», 5 March 2018 

 

Assets Liabilities Assets Liabilities Assets Liabilities

Reserves held with SNB Banknotes

Securities, fixed assets Equity capital

Central bank Banks Private sector

Currency reserves 

Loans to banks

Securities, fixed assets

Banknotes in circulation

Bank reserves, deposits

Sight and savings deposits

Loans

Loans

Sight and savings deposits

Debt capitalEquity capital
Other holdings

Equity capital

Assets Liabilities Assets Liabilities Assets Liabilities

Reserves held with SNB Banknotes

Savings deposits

Savings deposits

Securities, fixed assets Equity capital

Banks: off-balance sheet

Matching funds for sight 

deposits
Sight deposits

Central bank Banks Private sector

Currency reserves 

Loans to banks

Securities, fixed assets

Banknotes in circulation

Bank reserves, deposits

Loans from SNB

Loans

Loans

Sight deposits

Debt capital
Matching funds for sight 

deposits Other holdings
Equity capital

Loans to banks Equity capital

Assets Liabilities

Advance/gift to public 

sector

Money transferred to 

public sector

Advance/gift to private 

sector

Money transferred to 

private sector

Loans to banks Equity capital

Currency reserves 

Loans to banks

Securities, fixed assets

Banknotes in circulation

Bank reserves, deposits

Matching funds for sight 

deposits

Central bank
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APPENDIX 1 – LATEST CHANGES ON FINANCIAL MARKETS 

 

 

 

 

 

 

 

 

 

 

 

PERFORMANCE IN LOCAL CURRENCY
LAST 

PRICE
WEEKLY CHANGE MONTHLY CHANGE YEAR-TO-DATE CHANGE 1-YEAR CHANGE

Equities (total return)

World (MSCI) 513             0.5% -0.6% 0.7% 17.5%

United States (S&P 500) 2'670          0.5% -1.6% 0.4% 15.6%

Eurozone (Euro Stoxx) 386             1.3% 2.4% 1.1% 8.1%

     Germany (DAX) 12'506       0.8% 1.9% -2.9% 4.3%

     France (CAC 40) 5'400          2.0% 3.3% 2.3% 9.9%

     Spain (IBEX 35) 9'886          1.3% 2.6% -0.6% -1.2%

     Italy (FTSE MIB) 23'803       2.1% 4.5% 9.3% 23.6%

     Portugal (PSI 20) 5'528          0.9% 2.0% 2.6% 16.7%

United Kingdom (FTSE 100) 7'364          1.6% 4.8% -2.8% 7.7%

Switzerland (SMI) 8'761          1.0% 0.8% -3.7% 6.4%

Japan (Nikkei) 22'088       1.8% 4.4% -1.9% 22.4%

Emerging Markets (MSCI) 1'168          -0.1% -3.3% 1.2% 25.0%

United States 2.99% 16.7 18.0 58.8 74.6

Eurozone 0.63% 11.1 10.9 21.0 38.3

     Germany 0.63% 11.1 10.9 21.0 38.3

     France 0.84% 9.4 8.7 6.3 -9.0

     Spain 1.30% 6.5 4.1 -25.7 -37.5

     Italy 1.80% -0.3 -7.7 -21.0 -45.6

     Portugal 1.67% 3.7 -3.6 -23.5 -205.2

United Kingdom 1.53% 6.5 8.3 33.8 49.3

Switzerland 0.12% 11.1 8.2 29.6 34.4

Japan 0.06% 1.9 4.1 1.6 4.8

Emerging Markets (local currency) 4.83% 4.2 1.9 5.0 -0.5

United States (IG Corp.) 3.91% 13.4 9.8 68.0 68.7

Eurozone (IG Corp.) 0.93% 6.6 3.4 19.3 10.3

Emerging Markets 5.25% 12.2 19.1 78.0 81.1

United States (HY Corp.) 6.11% 14.1 -14.7 43.9 39.7

Eurozone (HY Corp.) 3.25% 4.4 -10.3 29.1 -21.9

Convertible Bonds (price change)

United States (Convert. Barclays) 52               0.6% -2.3% 3.2% 12.2%

Eurozone (Convert. Exane) 7'701          0.2% 0.5% -0.4% 1.4%

Commodities

Commodities (TR) 431             0.7% 1.9% 2.4% 4.9%

Gold 1'331          -1.5% -1.8% 0.9% 1.7%

Crude Oil (Brent) 73               1.1% 10.1% 10.2% 41.7%

Currencies

Dollar Index 90.6            1.3% 1.3% -1.7% -9.4%

EURUSD 1.22            -1.2% -0.9% 1.9% 12.6%

GBPUSD 1.40            -2.5% -1.1% 3.5% 9.3%

USDCHF 1.02            1.8% 3.2% 0.3% -1.8%

USDJPY 108.0         0.9% 3.1% -4.1% -1.6%

Source : Bloomberg 

Sovereign Bonds, 10Y (change in basis point)

Corporate Bonds (change in basis point)

High-Yield Bonds (change in basis point)
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APPENDIX 2 – LEADING ECONOMIC INDICATORS 

 

 

Main Economic Indicators - Released (16 - 20 April) and to be released (23 - 27 April)
US

Date Indicator Period Consensus Actual Prior Revised

16/04 Retail Sales, MoM Mar. 0.4% 0.6% -0.1% --

17/04 Housing Starts, month Mar. 1267k 1319k 1236k 1295k

17/04 Building Permits, month Mar. 1321k 1354k 1298k 1321k

17/04 Industrial Production, MoM Mar. 0.3% 0.5% 1.1% 1.0%

17/04 Manufacturing Production, MoM Mar. 0.10% 0.10% 1.20% 1.50%

23/04 Existing Home Sales, month Mar. 5.55m -- 5.54m --

24/04 Case-Shiller 20-City Home Price index, YoY Feb. 6.4% -- 6.4% --

24/04 New Home Sales, month Mar. 630k -- 618k --

26/04 Advance Goods Trade Balance, month Mar. -$74.7b -- -$75.4b -$75.9b

26/04 Durable Goods Orders, MoM Mar. 1.4% -- 3.0% --

27/04 GDP, QoQ annualized Q1 A 2.0% -- 2.9% --

Euro zone

Date Indicator Period Consensus Actual Prior Revised

18/04 Core HICP, YoY Mar. F 1.0% 1.0% 1.0% --

18/04 HICP, YoY Mar. F 1.4% 1.3% 1.4% 1.1%

23/04 Manufacturing PMI, month Apr. P 56.1 56.0 56.6 --

23/04 Services PMI, month Apr. P 54.6 55.0 54.9 --

23/04 Composite PMI, month Apr. P 54.8 55.2 55.2 --

26/04 ECB - Refinancing rate Apr. 0.0% -- 0.0% --

26/04 ECB - Deposit rate Apr. -0.4% -- -0.4% --

27/04 Economic Confidence, month Apr. 112.0 -- 112.6 --

27/04 Business Climate Indicator, month Apr. 1.3 -- 1.3 --

Germany

Date Indicator Period Consensus Actual Prior Revised

17/04 ZEW Survey Current Situation, month Apr. 88.0 87.9 90.7 --

17/04 ZEW Survey Expectations, month Apr. -1.0 -8.2 5.1 --

23/04 Manufacturing PMI, month Apr. P 57.5 58.1 58.2 --

23/04 Services PMI, month Apr. P 53.7 54.1 53.9 --

23/04 Composite PMI, month Apr. P 54.8 55.3 55.1 --

24/04 IFO Business Climate, month Apr. 102.8 -- 103.2 --

France

Date Indicator Period Consensus Actual Prior Revised

23/04 Manufacturing PMI, month Apr. P 53.5 53.4 53.7 -

23/04 Services PMI, month Apr. P 56.5 57.4 56.9 -

23/04 Composite PMI, month Apr. P 55.9 56.9 56.3 -

24/04 INSEE Business Confidence, month Apr. 108.0 - 109.0 -

27/04 GDP, QoQ Q1 A 0.4% - 0.7% -

27/04 GDP, YoY Q1 A 2.3% - 2.5% -

27/04 HICP, YoY Apr. P 1.7% - 1.7% -

Switzerland

Date Indicator Period Consensus Actual Prior Revised

23/04 Money Supply M3, YoY Mar. -- 3.3% 3.7% --

24/04 Exports Real, MoM Mar. -- -- 2.3% --

24/04 Imports Real, MoM Mar. -- -- -9.5% --

UK

Date Indicator Period Consensus Actual Prior Revised

16/04 Rightmove House Price Index, MoM Apr. - 0.4% 1.5% -

16/04 Rightmove House Price Index, YoY Apr. - 1.6% 2.1% -

18/04 CPI, YoY Mar. 2.7% 2.5% 2.7% -

18/04 Core CPI, YoY Mar. 2.5% 2.3% 2.4% -

17/04 ILO Unemployment Rate, month Feb. 4.3% 4.2% 4.3% -

19/04 Retail Sales Ex Auto Fuel, MoM Mar. -0.4% -0.5% 0.6% 0.4%

27/04 GDP, QoQ Q1 A 0.3% - 0.4% -

27/04 GDP, YoY Q1 A 1.4% - 1.4% -

27/04 Nationwide House Price Index, MoM Apr. 0.2% - -0.2% -

27/04 Nationwide House Price Index, YoY Apr. 2.7% - 2.1% -

Japan

Date Indicator Period Consensus Actual Prior Revised

20/04 CPI, YoY Mar. 1.1% 1.1% 1.5% -

23/04 Manufacturing PMI, month Apr. P - 53.3 53.1 -

27/04 Retail Sales, MoM Mar. P 0.0% - 0.4% 0.5%

27/04 BoJ - Policy Rate Apr. - - -0.10% -

China

Date Indicator Period Consensus Actual Prior Revised

17/04 GDP, YoY Q1 6.8% 6.8% 6.8% -

17/04 Retail Sales, YoY Mar. 9.7% 10.1% 9.4% -

17/04 Fixed Assets Ex Rural, YTD YoY Mar. 7.7% 7.5% 7.9% -

17/04 Industrial Production, YoY Mar. 6.3% 6.0% 6.2% -
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APPENDIX 3 – OUR GROWTH AND INFLATION FORECASTS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

GDP GROWTH IN VOLUME (%) 2014 2015 2016 Q4 17f 2017f Consensus Q4 18f 2018f Consensus 2019f Consensus

 United States 2.6 2.9 1.5 2.4 2.2 2.2 2.3 2.5 2.4 2.1 2.1

 Japan 0.4 1.1 1.0 1.4 1.5 1.5 1.1 1.2 1.3 0.9 0.9

 Eurozone 1.4 2.0 1.8 2.2 2.2 2.2 1.8 1.8 1.9 1.6 1.6

Germany 1.9 1.7 1.9 2.5 2.2 2.2 1.8 1.8 2.0 1.8 1.7

France 0.9 1.1 1.2 2.1 1.7 1.7 1.7 1.8 1.8 1.6 1.6

Italy 0.1 1.0 0.9 1.6 1.5 1.5 1.5 1.5 1.3 1.0 1.1

Spain 1.4 3.4 3.3 3.1 3.1 3.1 2.3 2.4 2.5 2.4 2.2

Portugal 0.9 1.8 1.5 2.2 2.6 2.6 1.9 2.0 1.9 1.7 1.6

Luxembourg 5.7 2.9 3.1 4.0 3.3 3.5 3.1 3.3 3.5 3.0 2.5

 Europe ex-Eurozone

United Kingdom 3.1 2.3 1.8 1.4 1.5 1.5 1.0 1.2 1.4 1.0 1.6

Switzerland 2.5 1.2 1.4 1.6 0.8 0.9 1.7 1.8 1.7 1.7 1.7

 Israel 3.5 2.6 4.0 3.1 3.3 3.2 3.3 3.3 3.3 3.4 3.0

 Emerging countries 4.8 4.0 4.1 5.2 4.9 4.5 4.7 5.0 4.9 4.7 5.0

China 7.3 6.9 6.7 6.7 6.8 6.8 6.3 6.4 6.4 6.0 6.2

Brazil 0.5 -3.8 -3.6 1.3 0.6 0.7 2.5 2.1 2.4 2.3 2.5

India 7.0 7.5 7.9 6.9 6.3 6.4 7.8 7.6 6.7 7.7 7.4

CONSUMER PRICE INDEX (%) 2014 2015 2016 Q4 17f 2017f Consensus Q4 18f 2018f Consensus 2019f Consensus

 United States 1.6 0.1 1.3 2.2 2.1 2.1 2.3 2.3 2.1 2.3 2.2

 Japan 2.7 0.8 -0.1 0.7 0.5 0.5 0.9 0.8 0.9 1.3 1.6

 Eurozone (HCPI) 0.4 0.0 0.2 1.4 1.6 1.5 1.6 1.5 1.4 1.6 1.6

Germany 0.8 0.1 0.4 1.6 1.8 1.7 1.7 1.6 1.6 1.7 1.8

France 0.6 0.1 0.3 1.2 1.2 1.1 1.4 1.3 1.2 1.4 1.5

Italy 0.2 0.1 -0.1 1.2 1.4 1.4 1.1 1.2 1.1 1.4 1.4

Spain -0.2 -0.6 -0.4 1.6 2.1 2.0 1.4 1.5 1.4 1.7 1.8

Portugal -0.2 0.5 0.6 1.5 1.5 1.5 1.4 1.5 1.4 1.5 1.4

Luxembourg 0.7 0.1 0.0 2.0 2.1 2.2 1.9 2.0 1.7 1.9 2.0

 Europe ex-Eurozone

United Kingdom 1.5 0.0 0.6 2.9 2.7 2.7 3.3 3.0 2.5 3.0 2.5

Switzerland 0.0 -1.1 -0.4 0.7 0.5 0.5 0.9 0.7 0.6 1.0 0.9

 Israel 0.5 -0.6 -0.5 0.2 0.8 0.4 1.0 0.7 0.8 1.1 1.1

 Emerging countries 4.2 4.3 3.8 3.0 3.0 3.0 3.2 3.3 3.3 3.1 3.3

China 2.0 1.4 2.0 1.8 1.6 1.6 2.0 2.2 2.2 2.0 2.2

Brazil 6.3 9.0 8.8 2.9 3.5 3.5 4.0 3.6 4.0 4.0 4.2

India 6.7 4.9 5.0 4.1 3.2 3.2 5.0 4.8 3.5 5.3 4.5
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APPENDIX 4 – OUR RATE AND CURRENCY FORECASTS 

 

 

 

 

  

KEY INTEREST RATES (%)* 2014 2015 2016 2017 Q1 18f Q2 18f Q3 18f Q4 18f 2018f Consensus 2019f Consensus

United States

Policy rate 0.25 0.50 0.75 1.50 1.75 1.75 2.00 2.25 2.25 2.10 2.75 2.52

2-year yield 0.46 0.68 0.83 1.39 1.90 1.95 2.25 2.45 2.14 1.99 2.65 2.54

10-year yield 2.53 2.13 1.83 2.33 2.60 2.90 3.00 3.05 2.89 2.63 3.20 3.12

Japan

Policy rate 0.10 0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 0.00 -0.10 0.00

2-year yield 0.07 0.01 -0.21 -0.17 -0.15 -0.10 -0.10 -0.05 -0.10 -0.09 0.00 -0.04

10-year yield 0.55 0.36 -0.04 0.06 0.10 0.12 0.14 0.15 0.13 0.08 0.20 0.09

Eurozone

Policy rate 0.05 0.05 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.45

2-year Schatz yield 0.05 -0.25 -0.59 -0.72 -0.60 -0.55 -0.45 -0.35 -0.49 -0.43 0.00 0.18

10-year Bund yield 1.24 0.54 0.14 0.37 0.55 0.70 0.85 1.00 0.78 0.84 1.40 1.47

2-year OAT yield 0.13 -0.18 -0.51 -0.48 -0.45 -0.40 -0.30 -0.20 -0.34 -0.22 0.15 -

10-year OAT yield 1.68 0.86 0.48 0.81 0.90 1.05 1.20 1.35 1.13 1.23 1.75 1.67

United Kingdom

Policy rate 0.50 0.50 0.25 0.50 0.50 0.75 0.75 0.75 0.75 0.70 0.50 1.07

2-year yield 0.68 0.54 0.29 0.25 0.75 0.85 0.80 0.75 0.79 0.63 0.45 1.17

10-year yield 2.51 1.82 1.22 1.20 1.55 1.75 1.92 2.10 1.83 1.54 2.20 2.00

Switzerland

Policy rate -0.25 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.45

2-year yield -0.33 -0.89 -0.91 -0.85 -0.70 -0.65 -0.55 -0.45 -0.59 -0.49 -0.20 0.10

10-year yield 0.31 -0.09 -0.35 -0.09 0.05 0.20 0.35 0.50 0.28 0.23 0.90 0.65

Emerging countries - Policy rates

China 5.60 4.35 4.35 4.35 4.35 4.35 4.35 4.35 4.35 4.35 4.10 -

Brazil 11.75 14.25 13.75 7.00 6.50 6.50 6.50 7.00 7.00 7.00 7.50 -

India 8.00 6.75 6.25 6.00 5.75 5.75 6.00 6.00 6.00 5.95 6.50 -

* data at end of period for trimestrial values and period average for annual values

EXCHANGE RATE** 2014 2015 2016 2017 Q1 18f Q2 18f Q3 18f Q4 18f 2018f Consensus 2019f Consensus

 Dollar

EUR/USD 1.20 1.08 1.11 1.13 1.15 1.11 1.12 1.14 1.13 1.20 1.18 1.25

USD/JPY 120 120 109 112 114 116 117 118 116 113 120 114

GBP/USD 1.56 1.47 1.36 1.29 1.29 1.27 1.25 1.22 1.26 1.31 1.22 1.35

USD/CHF 0.99 1.00 0.98 0.98 0.99 1.03 1.03 1.01 1.01 0.97 0.97 0.94

USD/CNY 6.16 6.28 6.65 6.76 6.75 6.80 6.95 6.95 6.86 6.65 7.00 6.50

 Euro

EUR/JPY 144 130 120 127 131 129 131 135 131 136 142 143

EUR/GBP 0.77 0.73 0.81 0.88 0.89 0.87 0.90 0.93 0.90 0.92 0.97 0.93

EUR/CHF 1.20 1.09 1.09 1.11 1.14 1.14 1.15 1.15 1.15 1.17 1.15 1.18

EUR/SEK 9.44 9.17 9.47 9.64 9.55 9.40 9.35 9.25 9.39 9.24 9.15 9.10

**period average
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