
11/11/2013 

1 

Recovery – but can it last? 
George Buckley 
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1. Where we are in 
    the recovery cycle? 
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The starting point 

Trend is shallower 

than pre-crisis, 

according to IMF 

forecasts 

And “lost” 

output is 

never 

regained 
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Sources: IMF, Haver Analytics, Deutsche Bank 

Some countries have fared worse than others 

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

US JPN CAN UK EUR GER FRA ITA SPA

Spring 2008

Autumn 2013

Changes to IMF forecasts for

long-run growth (5Y ahead), % yoy



11/11/2013 

2 

5 

Sources: IMF, Haver Analytics, Deutsche Bank 

But generally EM is expected to outperform DM 
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Sources: ONS, Bank of England, Haver Analytics, Deutsche Bank 

What about the UK? 
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Sources: Haver Analytics, Deutsche Bank 

Only Italy among the G7 has been worse than the UK 
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2. Engineering 
    a recovery 
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Sources: BCC, ONS, Haver Analytics, Deutsche Bank 

There is little doubt a recovery is happening 
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From output in the manufacturing 

and service sectors... 
...to the housing market, where prices 

are back at peak levels again 
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Sources: Bank of England, Haver Analytics, Deutsche Bank 

But only with significant outside help 

A.  Conventional monetary policy 
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But only with significant outside help 

B.  Unonventional monetary policy 

Sources: Bank of England, ECB, Federal Reserve, BoJ, SNB, Haver Analytics, Deutsche Bank 
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But only with significant outside help 

C.  Funding for Lending (FLS) 

Sources: Deutsche Bank 

Lends money 

in exchange 

for collateral, 

and a fee 
The fee that banks 

pay will fall the more 

they lend – so the 

FLS is a way to 

encourage banks to 

lend more 

 

And the more that 

banks lend, the more 

that people and firms 

will spend 
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But only with significant outside help 

D.  Outright Monetary Transactions (OMT) 

Sources: ECB, Bank of England, Haver Analytics, Deutsche Bank 

• In Aug 2012 the ECB announced OMT 

• This is where the ECB buys government 

bonds of European countries which are 

struggling – such as Italy and Spain – 

bringing interest rates down 

• But they will only do so if those countries 

agree to very strict monitoring – which is why 

it has not been used yet 

• The very threat of it however has reduced 

interest rates across Europe – and the UK 

too 
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But only with significant outside help 

E.  Help to Buy 

Sources: ECB, Bank of England, Haver Analytics, Deutsche Bank 

• Shared equity (April 2013) 

- New build only 

- House buyer puts down 5% deposit 

- Government chips in 20% (interest-free for 5 years) 

- Bank lends home buyer the rest: 75% 

 

 

 

 

 

 

 

 

 

 

 

• Mortgage guarantee (October 2013) 

- All houses 

- 15% government guarantee for banks who lend to house buyers 

- Means banks can offer lower interest rates for high LTVs 
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So it is understandable why people are asking: 

Sources: ECB, Bank of England, Haver Analytics, Deutsche Bank 

• What happens when 

  support is withdrawn? 

• In the absence of further 

  government/central bank 

  stimulus measures, might 

  we see a repeat of THIS? 
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3. Risks & 
    conclusions 



11/11/2013 

5 

17 

There are some key threats to growth 

Sources: Deutsche Bank 

A.  Rebalancing: Households, banks, and the government 

B.  Interest rates: Inflation risks could prompt BoE tightening 

C.  The housing market: Still looks overpriced on some metrics 

D.  Falling real wages: Difficult to see strong consumer spending 
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Sources: ONS, Haver Analytics, Deutsche Bank 
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There are some key threats to growth 

Sources: Deutsche Bank 

A.  Rebalancing: Households, banks, and the government 

B.  Interest rates: Inflation risks could prompt BoE tightening 

C.  The housing market: Still looks overpriced on some metrics 

F.  Is the tech revolution over?: Robert Gordon & Kondratieff Waves 

D.  Falling real wages: Difficult to see strong consumer spending 

E.  Return of crisis to Europe: Italy and Spain the main risks 

H.  A.N.Other: US debt/slower world growth/oil price spike 

G.  Demographics: Few countries moving in the right direction 
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Despite all that... 

Sources: Haver Analytics, Deutsche Bank 
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Questions? 

  


