
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ECB moves to boost inflation and liquidity 

Policy measures will help to anchor low bond yields and keep the currency weak. 

The ECB yesterday lowered the corridor for its benchmark interest rates by 10bps and also confirmed that it will begin outright 

purchases of Asset Backed Securities (ABS) from October, in response to persistently low inflation and weakening activity indicators 

in the region.  

The rate cut is aimed at easing monetary conditions further and removing uncertainty whether rates are at their lower bound. This 

assurance should encourage banks to take up funds at the forthcoming Targeted Long Term Refinancing Operations (TLTROs), 

beginning in two weeks. The announcement of outright ABS purchases is also aimed at strengthening the TLTRO uptake by freeing 

up space on banks' balance sheets. Outright purchases of ABS are a form of Quantitative Easing (QE) and, along with the TLTROs, 

will help to expand the ECB's balance sheet, thereby providing credit to the real economy.  

Policy measures will keep the euro weak  

Forward guidance remains in place and with interest rates at their lower bound, the market will be increasingly focused on full blown 

QE as the next policy measure, especially if inflation stays persistently low. Encouragingly for the ECB, the initial response to the 

policy announcements was a stabilisation in inflation expectations in the market. While the raft of measures announced by the ECB 

will likely see the central bank on hold for the foreseeable future, the policy measures will also help to anchor low bond yields and 

keep the euro weak.  

In previous press conferences, ECB President Draghi has pointed to the divergence in the monetary policies between major 

advanced economies as a key contributor to euro weakness versus the USD. This implies that the ECB may be expecting the 

common currency to weaken further. If the US Federal Reserve upgrades its assessment of inflation and activity at this month's 

meeting, we can expect the EUR/USD to fall further in the near term.  

Weak euro to boost earnings 

Investors shifted out of European equities in August as economic momentum weakened in the eurozone and geopolitical worries 

heightened. Earnings revision in Europe has also disappointed thus far. However, we are not overly bearish on the region at this 

stage. The selloff in Europe has made valuations cheaper and in our view, over the medium term, there is room for some price 

earnings expansion and stronger earnings growth, in part due to the weaker euro. The expectation of further policy easing may also 

help keep sentiment raised. 

Meanwhile, potential short term euro weakness aside, investors looking for longer term euro exposure can also consider European 

financials bonds. A programme to buy ABS would potentially remove risky assets off banks’ books, hence enhancing their solvency. 

This would in turn raise their ability to extend loans to the economy. We find the risk reward trade off offered by bonds with 

maturities between five to seven years to be relatively more attractive.      
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DISCLAIMERS 
This ANZ Market Flash (this “document”) has been prepared by Australia and New Zealand Banking Group Limited ABN 11 005 357 522 or its affiliates (“ANZ”). In certain 
jurisdictions ANZ is represented by its branch office, representative office or affiliate companies, in which case this document is distributed in the relevant jurisdiction by 
such representative. 
This document contains factual information and may also contain professional opinions which are given in good faith and based on information and assumptions believed 
to be reliable as at the date of this document. The views expressed in this document accurately reflect the authors’ personal views, however the authors make no 
representation as to its accuracy or completeness and the information should not be relied upon as such. Any opinions, estimates and forecasts herein reflect the authors’ 
judgments on the date of this document and are subject to change without notice. Any prices or values herein are as of the date indicated, and no representation 
whatsoever is made that any transaction can be effected at such prices or values or that any prices or values may be provided at a later date. The value and income of any 
of the securities or financial instruments mentioned in this document may fall as well as rise and an investor may get back less than invested. Foreign-currency 
denominated securities and financial instruments are subject to fluctuation in exchange rates that could have a positive or adverse effect on the value, price or income of 
such securities and financial instruments. 
In preparing this document ANZ may have also relied on information supplied by third parties and whilst ANZ has no reason to doubt the accuracy of information used to 
prepare this document, ANZ makes no representation and gives no warranty as to the accuracy, timeliness or completeness of any information contained in this 
document or its relevance to the recipient. Copyright in materials created by third parties and the rights under copyright of such parties are hereby acknowledged. This 
document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document contains confidential information and it is 
not to be reproduced, distributed or published by any recipient for any purpose without the prior written consent of ANZ. 
Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s 
individual circumstances or otherwise constitutes a personal recommendation and it does not take into account the specific investment objectives, requirements, 
personal needs or financial circumstances or tax position of any recipient. This document does not contain and should not be relied upon as containing investment 
recommendations or advice and does not constitute an offer or an invitation to deal in, or a recommendation to acquire or sell any product or subscribe to any service. 
None of the services and products referred to in this document is available to persons resident in any country, state and jurisdiction where it would be contradictory to 
local law or regulation to offer such services and/or product. The recipient should seek its own independent financial, legal credit, tax and other relevant professional 
advice and should independently verify the accuracy and appropriateness of the information contained in this document. 
The capabilities described herein are not necessarily available in all jurisdictions and the provision thereof is subject to licensing, regulatory and other limitations. This 
document is for distribution only under circumstances as may be permitted by applicable law, rule or regulation. ANZ may have material interests in, or provide 
investment banking, financial services and other business relationships with the company or companies that is or are part of this document. ANZ, and its respective 
directors, officers and employees may have positions in the securities or effect transactions in the securities mentioned herein. Changes may be made to products and 
services at any time without prior notice to you. Any product or service referred to herein may not be offered or sold within the United States or to or for the benefit of US 
Persons. Neither this document, nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person. 
While the information set out above is based on sources believed to be reliable, ANZ Group (together with its directors and employees) makes no representations or 
warranties expressed or implied as to the accuracy, completeness or timeliness of any of such information, ANZ Group shall not be liable, for any loss, damage, claim, 
liability, proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in 
connection with the recipient relying on, in any way, the contents of and/or any statements, representations omissions made in this document (including any error, 
omission or misstatement herein, negligent or otherwise) or further communication thereof except where a Liability is made non-excludable by relevant legislation. 
© Copyright Australia and New Zealand Banking Group Limited ABN 11 005 357 522 All rights reserved 
 
China: Neither ANZ nor any of its affiliated companies (each, an “ANZ entity”) represents that this document may be lawfully distributed, or that any services of ANZ 
generally mentioned in the document may be lawfully offered, in compliance with any applicable registration or other requirements in the People's Republic of China (the 
“PRC”), or pursuant to an exemption available thereunder, or assume any responsibility for facilitating any such distribution or offering. In particular, no action has been 
taken by any ANZ entity which would permit a public offering of any products or services of such an ANZ entity or distribution or re-distribution of this document in the 
PRC. Accordingly, the products and services of such an ANZ entity are not being offered or sold within the PRC by means of this document or any other document. This 
document may not be distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and 
regulations. 
Hong Kong: Investment involves risks. Past performance is not indicative of future performance. Investors should not make an investment decision based solely on this 
document. This document is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered by the Hong Kong Securities and Futures Commission to 
conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) regulated activities. Please note that the contents of this 
document have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the contents of this document, you should obtain 
independent professional advice. 
Indonesia: This document has been prepared by Australia and New Zealand Banking Group Limited ABN 11 005 357 522 (‘‘ANZ Group’’) and distributed within the Group 
including to PT. ANZ Bank Indonesia (‘‘ANZ’’), its subsidiaries. The full disclaimers at our website anz.com/indonesia are deemed to be incorporated herein.  
Japan: The information contained in this document is just for informational purposes. No information in this document constitutes a solicitation, an offer, or a 
recommendation or advice to buy or sell or not to buy or sell any product, instruments or investment, to effect any transactions, or to conclude any legal act of any kind 
whatsoever. When making any decision about your investments, you should seek the advice of a professional legal, tax and/or financial advisor. 
Singapore: The full disclaimers at our website anz.com/singapore are deemed to be incorporated herein. 
Vietnam: The information contained in this document is for general information purpose only. Nothing in this document constitutes a solicitation, an offer, or a 
recommendation or advice to buy or sell or not to buy or sell any product, instruments or investment, to effect any transactions, or to conclude any legal act of any kind 
whatsoever. When making any decision about your investments, you should seek the advice of relevant professional advisor. ANZ and its officers, employees and agents 
accept no liability (including for negligence) for any loss or damage arising in connection with the use of information contained in this document. ANZ reserves the right to 
change any information in this document where it deems fit or as required by applicable laws. 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 


