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 EUROPE LAUNCHES QE WHILE GERMANY CASTS A CONSTANT SHADOW 
The news everyone had been waiting for, and possibly the worst kept secret by any central bank anywhere, was finally revealed his week – Europe’s going 
try QE. While the effectiveness of Quantitative Easing in the UK and the USA has been questioned, the estimates range between pointless and mildly 
effective, so there certainly no harm in trying. It’s worth pointing out that the Bank of England and the Federal Reserve both started their policies when 
they faced an entirely different set of problems, so comparisons between with the beleaguered Euro zone and these countries isn’t particularly relevant.

The trick to unconventional monetary policy is to convince people it’s here to stay and to get them to change their behaviour accordingly. Here the ECB 
seems to have been mildly successful, with changes in bond yields suggesting that Euro Zone inflation expectations for the next five years have jumped 
0.2% on the announcement. The real danger is that the well publicised opposition from Germany will cast a constant shadow over the schemes viability 
and longevity – undermining its effectiveness.

UK: MPC NOW UNITED ON LOW INTEREST RATES

Minutes released from Monetary Policy Committee’s January meeting showed 
unanimity for the first time since July. The two Bank of England policy makers who have been 
pressing for a rise in interest rates to 0.75 per cent instead joined the unanimous vote for no 
change. Persistent inflation rate proved to be a key factor behind the change of heart.

Low interest rates will boost the disposable income of households and make the burden of debt 
easier. Unemployment rate fell to its lowest in more than 6 years at 5.8 per cent, with wage 
growth accelerating to 1.8 per cent. Despite growing risks in global economy, Britain is finally 
pulling ahead with these record numbers rising faster than inflation. With slower price rises 
and rising wages being an obvious plus, it should prove a boon for the UK economy. 
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EU: QE LAUNCHED BUT CONCERNS RISE ON EFFECTIVENESS 

After seemingly endless hints, rows and delays the ECB finally confirmed the 
launch of the big QE programme. From March until September 2016, ECB will buy €60 billion 
of government bonds a month, a total of €1.1 trillion, in an attempt to stimulate eurozone 
economy. 
 
Although many have welcomed the move, concerns about the effectiveness of QE remain. ECB 
has left it much longer than UK and US to launch QE, and the experience of Japan in 1990s 
and 2000s suggests that delaying policy responses allows economic and financial problems 
to become more deeply embedded. Whether or not ECB will prove its ability to preserve the 
structural integrity of the eurozone through QE remains to be seen, and many will hold their 
breaths over the coming months. All eyes now turn to Greek election, with concerns that results 
may lead to a default and exit from the monetary union. 

CHINA: ECONOMIC GROWTH WEAKEST IN 24 YEARS 

Official figures released showed China’s economy grew at its slowest rate in 24 years 
in 2014. The economy expanded by 7.3 per cent in the fourth quarter and by an annual rate of 
7.4 per cent. Although this growth rate would be welcomed by most countries and is still ahead 
of major industrialised economies, it falls below and misses government target of 7.5 per cent 
for the year. It is worth noting also that official statistics are widely believed to be misleading; 
the real number is probably one lower. 

The drop in the growth rate was driven by reduced investment in property, manufacturing and 
commodity-intensive construction; as well as tighter control over the government’s spending. 
The slowdown will have a further impact on the global commodity prices and hurt exporters 
around the world. Looking forward, China’s slowdown could be expected to deepen, clouding 
the outlook for the world economy further. 
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