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Euro area recorded large net portfolio outflows since the launch of the APP

Breakdown of euro area net portfolio investment flows
(EUR bn; twelve-month moving sums)

W Total B Long-ferm debt secunties
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Exchange rate more closely connected to short-term interest rate differential

USD/EUR and 2-year interest rate differential USD/EUR and 10-year interest rate differential
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Decomposition of long-term yields helps uncover exchange rate relationship

USD/EUR and 10-year interest rate differential USD/EUR and expectations
(ths: %6, rhs: USDVEUR) component of 10-year yields
{ths: %; rhs: USDEUR)

- LSOAMUR )
= 10y ekl dfferential (Bund - U5 Tresaury)

Expecied rate differental {10-year)

= USIVEUR (rha)
140
] 135
£k ) 18
Fexd
lagerirg
e=1.] 13
130
ECA
it
.
E o
E 1]
din 13 NTRE] k] -1} o
Sources. Haver Ana'ydcs and ECH sfalf cal e LS Sources: Haver Ans) 'Eif e H:'GLUU staff calzulatons
Laal abgarvadion’ 30722014 Las! obsenabon 3122004

wwiv. ech. curopa su B

BRETEA. BBLCRSNNSHREEEE PRI+ FHRF ROER S NEEHRT T
R

2012FF2013FEMEXUES ABIRK , £0.7544A, MEBHLZBEIAZA , £20055F12006
F, EXMENARZ0.4, XFETHXRIGERTIFZRIFIREIES | DEME. Fa0 , SEEGETE
0MEFPHHTETHEITEIES | F1E201 25 KRN T IRSIKIRAVBIBEISS], RUMRIT
MTE2013F7 BENRSINT FIZRFIHEIES].

AL, SEERAERTZS5SERET RITHRIEES|  MERFZRERRK—RINERS
HFEIFBEAIKE |, HH25EREETRRBEREZNEEREN TR, BHER BT



SHINRESRE  REETHRIRKBERBEZNE BNER G , [EANEISFT AN AIAR
=

FELE | HARREEFAREL AT LIRS AMEIRAYIESE | BIER ROGTFTEEEERE TR | ICRE\AR
MEREAT S |, ERNEREFFSEXRPREE TR BRNL.

| WL SiCE

BE , AETRESHEEEEHATE. 2013FERHM T XRNBAERME. XFHFTHERER
METH—IEMERTIE—RR~WEL., EAR~WLEBIHERHS LR E——
BRI E(REA PRSI AR | BIRBEREN 2 —FHESRENFIA.

FEEPREITRAT , BRAEE2013F12BREFBEIMQE ( Tapering ) , SEREIHARYEH
FRBAE EFr. NEBETLIER , BEILNBR , BTSRRI S EET K75
ONMERLALE. XMZSHETHE  EPEISERTAEM EMNiZWL., BETRR T LT
EH. RERENOTMEFRERRT KX, BETHFERE. REYTEET  SFFBEINGES
FREMRBTHSBRGREMRENHERIET. BTN HF | REETESIIEIZAY
ERETFARBINE.

HNERER , REMHPKRAELKIE LA , BRKENERTNIMBSWINT EMRERE
(XEBIFZIRBBHE HIREST ( Taper Tantrum ) ZIREE TR ) |, AIREHERIIKHEIFIR
IR BINIERTHNT E R R HNBREES K—RIJEIRNZBHIAITHA.

XIRRE LD SIIAMMBER— : Bk, 2013F 12 B EREFFIRKERE | EEERAVERE
MBE TR , XEXHIRESR ZBRSE ETREIE. BX , REEEEIETETHE. CFT
CRYEUERE T , ETEH AR 2014F PR IF T #=LRILT. 5=, F2014F £ F
XEREGHZNASRNHSTERTRE , IESL 7 HCRIRYTRHEE. 500, (RE2014F FHFEYRTT
X R MSEBERTHEA RS, SET4 FHRTHE.

XERAEITERFEAN. BUMRITE2014F6 B EREREMITRINIE—Z , FESUREIN
AXBERGREWERII |, FIRBETEEEARNE , TRt AEE.

EAZRNEBNEEE , BUTHNERK TIE10%, Bl kIHE/LBRBAEER
RS, BEEiR , RRITEIENRFHNRRUFSEHIES5SENRKERINEEE
AR TEIITE,

X REF A E RS 7T MRISSIESHTIESE 7TiIX—WA. £ FEH , BT UL RITX EISE
ERY@mHENE2014F PRI EFr. E2014 THF |, EEERNZHHRI—FEBRRITXAY



it L SN AT 2L

Evidence of increased euro area bond market spill-over into US Treasury market

Estimated long-term bond yield spillovers 10-year term premia estimates:
(% confrbution fo vanance of other econamy’s bond pield) US vs. euro area
i%)
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Risk premium shocks put downward pressure on US dollar in H1/2014

Historical decomposition of euro exchange rate againstthe Us dollar
(percantage quarterly contnbutions, not cumulated)
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Bond market term premia main source of cross-border spillovers since 2012

Estimated spillovers through different yield curve components

between the euro area and the US
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Most recent disconnect characterised by close co-movement with relative term premia

USD/EUR and expectations component USD/EUR and term premia differential
of 10-year yields (Ihs: %; rhs: USD/EUR; monthly data)
(Ihs: %, rhs: USD/ELR)
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Slide 1

Euro area recorded large net portfolio outflows since the launch of the APP

Breakdown of euro area net portfolio investment flows

(EUR bn; twelve-month moving sums)

B Total B Long-term debt securities
Equities B Short-term debt securities
800
+ APP
600
400
200
0 | Jioe .|I||||| | ...Illllll‘ i
[}
| 1 I |II
-200 i |
-400 .
2010 201 2012 2013 2014 2015 2016 2017

Source: ECB.
Notes: A positive (negative) number indicates net outflows (inflows) from (inta) the euro area. Equity includes
investment fund shares. APP stands for Asset Purchase Programme. The latest observation is for April 2017.

HER , APPHIEE , RTTXHERIMNAERE+DE KR, 2016FFHHHARITHERAE |, KL
12BARRDNBELT , JLFZARGTXGDPRI5% , BIFFRR !

iR, FMBAARMDNENRZRERS | KEREF. BMEE. HRSHENES , BHK
FAFEE—RERR. AT, B2014F TSR  SF L  SATFRBERRZEERING , T
XIESHAIEREARERFFAAPPIUXAIET AT R—2 ( HIBFHa&HEI T ) .

LSMEATLARTL  EEMRBRET , WLINEGRSFERMTRKARIINRNREER N , 5ZE
[, @B W LFHREKERENE.

JRECB{hIT , B2014F6 BLIK , ARV MEREHE E1LERTTX T XL R EIFIZR MK T£980
TER. B, X SIERTXRITHEN RS ZAETEERTT.

pian , xFK , EE+FHERSHAEYNEETFHERZ AN EZEET 200N ER——N1H
MWIERIBLIRES |, MEAF—F Y TREEFNELLAPPERRICTABSLN60MER. AT,
AT ANFEERZBERMWLINEER B8 TI/IEERNNE  BERLFET/IHNEERE
fRAYFIZR | EILESERR EX3 KRR EE—ERIEIER.

TETFECBMNEITX B AINRMN D ZoHT (IEANR , RARGR ) | FATTLAEREAI , X
TXSIEMTXEELFHRERNE (R ) SXEREF (%58 ) BURERIINRIERR
, MARES , FIEREFRENESE !



Model-based estimates of drivers of euro area net
portfolio debt outflows

(as a percentage of GDP; three-month moving averages; contributions of variables)

total

yield differential
change in NEER
risk aversion
growth differential
unexplained

12

-12
2013 2014 2015 2016

Sources: ECB and Eurostat.

Notes: A positive (negative) number indicates net outflows (inflows) from (intc) the euro area. Estimates are
based on a reduced form time-varying coefficient regression mode! including (i) the ECB’s composite indicator
of systemic stress (CISS), (if) the nominal effective exchange rate (NEER) of the euro against the currencies
of 38 trading partners, (ifi) the difference between the eurc area and non-euro area advanced economies in
terms of growth in industrial production, and (iv) the yield differential between euro area government bonds
and non-euro area advanced economies’ government bonds. For more details, see Box 2, ECB Economic
Bulletin Issue 2, 2017.The fatest observation is for December 2016.
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Euro area residents increased measurably their purchases of non-euro area debt securities

Euro area portfolio investment abroad

(EUR bn; twelve-month moving sums)

W Total B Long-term debt securities
Equities B Short-term debt securities
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Source: ECB.

Notes: A positive (negative) number indicates net purchases (sales) of non-euro area securities by euro
area investors. Equity includes investment fund shares. APP stands for Asset Purchase Programme. The
latest observation is for April 2017,
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Geographical breakdown of euro area investors’ net
purchases of non-euro area debt securities

(as a percentage of euro area GDP; four-quarter moving averages)

mm United States United Kingdom  mm Japan
= BRICs s other EU mm offshore
Canada mm rest of the world  —total
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Sources: ECB and Eurostat.

Notes: A positive (negative) number indicates net purchases (sales) of foreign debt securities by euro
area investors. "BRICs" comprises Brazil, Russia, India and China; "other EU” comprises EU Member
States outside the euro area, excluding the United Kingdom. The latest observation is for the first quarter
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Foreign net purchases of US portfolio debt securities

(USD bn; four-quarter moving sums)

| Total
Euro area
B Restof the world
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Source: Haver Analytics.
Notes: A positive (negative) number indicates net purchases (sales) of US debt securities by foreign
investors. The latest observation is for the first quarter of 2017.
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Foreign portfolio investment in the euro area

(EUR bn; twelve-month moving sums)

B Total B Long-term debt securities
Equities B Short-term debt securities
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Source: ECB.

Notes: A positive (negative) number indicates net purchases (sales) of euro area securities by non-euro
area investors. Equity includes investment fund shares. APP stands for Asset Purchase Programme. The
latest observation is for April 2017
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No immediate net debt outflows after launch of QQE in Japan...

Breakdown of Japanese net portfolio investment flows

(Yen, 100bn; twelve-month moving sums)
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Source: Haver Analytics.

Notes: A positive (negative) number indicates net outflows (inflows) from (into) Japan. Equity includes
investment fund shares. The latest observation is for April 2017. Quantitative and Qualitative Monetary Easing
{QQE) was launched in April 2013.
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...nor in the US after launch of QE programmes

Breakdown of US net portfolio investment flows

(USD bn; four-quarter moving sums)

. Total B Long-term debt securities
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Satrce: Haver Analytics.

Notes: A posifive (negative) number indicates net ouifflows (inflows) from (inta) the United Stafes. Equity
includes investment fund shares. The latest observation is for the first quarter of 2017. QE1 stands for the
FED's Asset Purchase Pragramme that was inftiated in November 2008. QEZ and QE3 were launched In
November 2010 and September 2012, respectively.
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Intra-euro area rebalancing by foreign investors

Japanese net purchases of French and German long-
term debt securities

{Yen, 100bn; twelve-month moving sums)
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Scource: Haver Analytics

Notes: A positive (negative) number indicates net purchases (sales) of foreign debt secunities by Japanese
investors. The fatest observation is for April 2017
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Exchange rate developments after major policy
announcements

(cumulative percentage changes; event-study)

B Asset purchases
Asset purchases and negative rates
W Negative rates
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Saurce: ECB.

Notes: A negafive number indicates a depreciation of the respective nominal effective exchange rate (NEER)
against the currencies of 38 trading partners. The chart depicts event-study evidence of NEER developments
over one-day and two-day windows following major announcements of unconventional monetary policies by
the respective central banks. In all cases, the cumulative impact of sefected major announcements on asset
purchases programmes and negative rates is shown. ECB: Governing Council Meetings (04/06/14, 04/09/14.
22/01/15), Draghi Jackson Hole speech (24/08/14) . BOJ. Monetary Policy Meetings (04/04/13, 31/10/74,
29/01/16. 21/09/16). FED: announcements of QET (2511/08), QEZ (03/11/10). QE3(13/09/12).
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USD/EUR exchange rate developments and 2-year Bund-
Treasury yield differential

(USD/EUR (rhs); percentage points (lhs))

== 2 year interest rate differential
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Source: ECB.
Notes: The latest cbservation is for 30 June 2077,
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Unilateral policy easing not a zero-sum game

Impact of a policy rate cut in G-3 economies

(deviation from baseline in %)

Real GDP Nominal effective exchange rate
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Source: National Instiiute Global Economeiric Model (NIGEM), ECB staff calculations.

Notes. Peak impact over three years as deviation from baseline Scenarto 1 assumes a policy rate cut In the G-3 economies in 2016Q1,
expected to last for three years. The calibraffon assumes a cut in the DFR rafe to -0.9% in the euro area, a cut of the lower bound of the Fed
Funds target range to -0.1% in the US and a cut of the rate appiied fo current accounts that financral institutions hold at the Bank of Japan to -
0.5%. Scenarno 2 assumes a palicy rate cut in the euro area only, with US and Japan palicy rates unchanged. Both scenarias assume that policy
rates are expected fo remain fower for three years.
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