Insights
16 April 2019

Welcome to your weekly INSIGHTS where we look at developing macro trends and events shaping markets, industries
and the global economy.

GRAPH OF THE WEEK: 10 year performance in Government bond yields
Our graph of the week shows Government bond yields across the developed
world have fallen from 2018 highs with EU generic 10 year yields turning
negative once again.

Finance Minsters say global growth will ‘firm up’
According to this weekend’s Financial Times, Finance ministers and central bank
governors finished the spring meetings of the IMF in a more positive mood, saying
that global growth was likely to “firm up” in coming months.
Mario Draghi, president of the European Central Bank, said the risks had not
disappeared, but stressed that the threat of a disorderly Brexit had waned and
the Chinese stimulus of its economy appeared to be having an effect. He said
the eurozone economy was also showing “remarkable resilience” with jobs
being created, a strong service sector and incomes and wages rising “almost
everywhere, not just in core [eurozone] countries”.
Investment in Alternatives has increased by 373% in 10 years as investors
search for yield

Source: BlackBee, Bloomberg, April 2019

ECB to keep the key interest rates unchanged
Overall, the ECB’s monetary policy has remained, and will likely continue to be,
accommodative as long as necessary in order to get to the inflation target of 2%.
In order to achieve that the ECB has said:
There are no plans for rate hikes this year;
•
It will continue reinvest into all maturing securities bought under
Quantitative Easing;
•
TLTRO III (targeted longer-term refinancing operations) introduced last month,
should encourage banks to lend.
At last week’s press conference the ECB remained optimistic amid strong employment
and wage growth, but also highlighted the following reasons for the slow down in
economic growth momentum: protectionism, trade disputes (the most recent threat
comes from Donald Trump who wants to impose €11bn in tariffs on EU) and softening
emerging markets.
Real GDP in the Euro zone in 1Q 2019 was +0.2% quarter on quarter, versus +0.1% in
4Q 2018. Headline inflation was 1.4% in March versus 1.5% in February.
Despite the prolonged Brexit process, the consensus is that the EU combined
economy is so large that the UK drag may be insignificant overall.
Source: BlackBee, Bloomberg, ECB Press Conference https://www.ecb.europa.eu/press/pr/date/2019/html/ecb.
mp190410~3df2ed8a4c.en.html, April 2019
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At a glance:
•
US Core CPI figures came in 2% lower than expected, at 2.1%*.
•
As reported in The Financial Times, the founders of KKR, a leader in the private
equity industry, have declared Japan their “highest priority” in the world outside
the US, as Japanese conglomerates like Hitachi, Toshiba and Panasonic jettison
non-core subsidiaries thus creating potential opportunities for private equity.
•
Saudi Arabia’s Aramco’s $12bn debt sale was oversubscribed with $100bn in
orders, highlighting the over-demand for yield. This, along with strong shale
production, a move to alternatives and Russia questioning if further oil production
cuts are worthwhile, could push oil prices down*.
*Figures quoted from Bloomberg, April 2019
Source: BlackBee, Bloomberg, April 2019
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