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• The global economy is currently benefiting from a reflationary shock triggered by the slide in the oil price (transfer of revenues to consumers), by a new 
alignment of exchange rates that gives more oxygen to the Eurozone and by the weakness of financing rates. This backdrop is conducive to two major 
changes or, to put it another way, to two lift-offs: that of the Fed’s policy rates, since there is no longer any justification for leaving them at zero; and that of 
European growth, which is poised to benefit for the first time since the financial crisis from a true recovery in bank lending.  

• Even though oil prices have rebounded from their January low, the scale of their fall remains such that consumer countries have received a massive 
transfer of resources. The impact on growth is not instantaneous, as illustrated by the US, where the extractive sector has trimmed its investment but 
consumers have saved a good part of their extra spending power. There is much uncertainty about where oil prices will settle, but it is generally 
acknowledged that prices of $ 100/b (or more) will not be seen again any time soon. As such, this is a support for demand in developed countries and some 
emerging countries. Inflation appears to have bottomed out in the first quarter. After the summer, when the base effects on the energy component go into 
reverse, inflation rates will rise sharply. At that time, the reflationary character of the oil counter-shock will become clear. 

• This is the paradox at the start of 2015: the US economy has temporary stalled, but at the same time it has continued to approach full employment. The 
unemployment rate is below 5.5% for the first time since the start of 2008. Back then, the Fed Funds rate was not yet at zero. It has now been there for 
almost the past seven years. A few signs of inflationary pressure can be seen on the wage front, but nothing very severe to date. The Fed therefore 
continues to weigh up the pros and cons of a future rate hike. If its future action is indeed dictated by dependence on data, not on the markets, there are no 
truly good reasons left to postpone an exit from the zero interest-rate policy. The lift-off will occur before the end of the summer, in our view. In any case, 
the monetary policy stance will not become tight, but simply less expansionary. It remains to be seen if the bond markets, whose valuations have reached 
extreme levels, will perceive the nuance.  

• The Eurozone is the bright spot at present. The combined weakness of the euro, interest rates and oil prices, coupled with an expansionary policy-mix, is 
giving a fillip to the recovery. More fundamentally, we are seeing a shift in credit and investment conditions. For years, banks were on the defensive 
because of high risk levels, the fragility of their balance sheets and a tightening of regulations. Some economic agents suffered a credit rationing, and even 
if this had not been the case, the weakness of demand provided no incentive to invest. All these parameters have partially or totally changed polarity. The 
ECB has every reason to continue its asset purchases, in line with its announcements, since inflation, though no longer falling, is still far below its target. 
As for Greek risk – the sole black cloud in the European sky – it has become unpredictable but is not a source of any contagion. 
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