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ECB trims purchases

The European Central Bank 
(ECB) has announced “a 
moderately lower pace” of 
asset purchases under its 
Pandemic Emergency 
Purchase Programme (PEPP)  

The move comes as the 
eurozone recovery 
progresses and amid more 
favourable financing 
conditions in the region 

Our views 

We do not think this 
policy decision represents 
tapering, but rather a 
reversal of March’s uplift 
in purchases 

We believe the ECB 
policy is likely to remain 
relatively 
accommodative, 
supporting the bloc’s 
ongoing economic 
recovery and equity 
market performance 

Asset purchases trimmed under PEPP
The European Central Bank (ECB) has announced “a moderately lower pace” of asset 
purchases under its EUR1.85tn Pandemic Emergency Purchase Programme (PEPP) relative to 
the EUR80bn-a-month level it formally set since March. The decision to adjust purchases 
lower comes amid a period of rebounding economic activity, stronger-than-expected inflation 
readings and more favourable financing conditions across the region.  

The meeting was a challenge for the ECB which had to balance a substantial upgrade to near-
term growth and inflation forecasts, and improving financial conditions against a still-subdued 
medium-term inflation outlook (at a still-below target 1.7% and 1.5% in 2022 and 2023, 
respectively) and Mrs Lagarde’s previous commitment to “forceful and persistent” policy 
support. 

ECB’s decision to reduce asset purchases is not tapering 

In our view, the decision to reduce asset purchases is not tapering, but a reversal of March’s 
emergency uplift in purchases – which itself followed an episode of rising bond yields. It 
means that in Q4, ECB asset purchases will look closer to the levels they were in Q1 this year. 
It is also important to note that purchases already declined significantly in August (Figure 1).   

Figure 1: Monthly ECB net public purchases (EUR bn) 

Source: Bloomberg. Data as of 9 September 2021

The Pandemic Emergency Purchase Programme (PEPP) – which accounts for up to 80% of 
current ECB purchases – expires next March. We think the bigger decision on asset purchases 
comes at the December ECB meeting. The new symmetric inflation target (i.e. responding 
when inflation is too low as well as when it is too high), the likelihood of a sharp pullback in 
inflation next year as temporary distortions unwind, and pandemic risks suggests a dovish tilt 
to policy for the foreseeable future. We believe this is likely to include ongoing purchases 
under the Asset Purchase Programme (APP), and a possible extension of the PEPP deeper into 
2022. 

Macro and investment implications

Overall, with the ECB in no rush to significantly tighten policy, we believe the recovery in the 
eurozone is set to continue amid high vaccination rates, substantial household savings, and 
the release of EU recovery funds. We expect GDP to recover to its pre-crisis level by year-end. 
This supports our positive view on the region’s equity markets which benefit from exposure to 
cyclical and value factors, although strong year-to-date performance may cap the upside 
potential in the near-term.  

Meanwhile, ECB asset purchases provide a critical support to the region’s fixed-income 
markets, which remain overvalued, in our view, amid very tight spreads.  
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Important Information 

This document or video has been prepared by HSBC Asset Management (“AM”) and is distributed by and/or made available to clients of 
HSBC Investment Funds (Canada) Inc. (“HIFC”), HSBC Private Investment Counsel (Canada) Inc. (“HPIC”) and the HSBC InvestDirect 
division within HSBC Securities (Canada) Inc. (“HIDC”) (“we” refers to AM, HIFC, HPIC, and HIDC collectively). 

The contents of this document or video may not be reproduced or further distributed to any person or entity, whether in whole or in part, 
for any purpose or otherwise, without the prior written permission of AM. All non-authorised reproduction or use of this document or 
video will be the responsibility of the user and may lead to legal proceedings. 

The material contained in this document or video is for general information purposes only and does not constitute advice or a 
recommendation to buy or sell investments. Some of the statements contained in this document or video may be considered forward-
looking statements which provide current expectations or forecasts of future events. Such forward-looking statements are not 
guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those described 
in such forward-looking statements as a result of various factors. We do not undertake any obligation to update the forward-looking 
statements contained herein, or to update the reasons why actual results could differ from those projected in the forward-looking 
statements. This document or video has no contractual value and is not by any means intended as a solicitation, nor a recommendation 
for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions 
expressed herein are those of AM at the time of preparation, and are subject to change at any time. These views may not necessarily 
indicate current portfolios' composition. Individual portfolios managed by AM or HSBC Global Asset Management (Canada) Limited 
(“AMCA”) primarily reflect individual clients' objectives, risk preferences, time horizon, and market liquidity. 

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally 
invested. Past performance contained in this document or video is not a reliable indicator of future performance whilst any forecasts, 
projections and simulations contained herein should not be relied upon as an indication of future results. Where overseas investments 
are held, the rate of currency exchange may cause the value of such investments to go down as well as up. Investments in emerging 
markets are by their nature higher risk and potentially more volatile than those inherent in some established markets. Economies in 
emerging markets generally are heavily dependent upon international trade and, accordingly, have been and may continue to be 
affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and other protectionist 
measures imposed or negotiated by the countries with which they trade. These economies also have been and may continue to be 
affected adversely by economic conditions in the countries in which they trade. 

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be 
reliable but which have not been independently verified. 

This information has been prepared for informational purposes only, and is not intended to provide and should not be relied on for 
accounting, legal or tax advice. You are advised to obtain appropriate professional advice where necessary. 

All products and services of HIFC, AMCA, HIDC and HPIC are only available for sale to residents of Canada, unless the laws of a foreign 
jurisdiction permit sales to its residents. Please contact an HSBC Mutual Fund Advisor or HPIC Investment Counsellor for more details. 
The contents of this report should not be considered an offer to sell or a solicitation to buy products or services to any person in a 
jurisdiction where such offer or solicitation is considered unlawful. 

Important Information about HSBC Global Asset Management (Canada) Limited (“AMCA”) 
HSBC Asset Management is a group of companies in many countries and territories throughout the world, including AMCA, that are 
engaged in investment advisory and fund management activities, which are ultimately owned by HSBC Holdings plc. AMCA is a wholly 
owned subsidiary of, but separate entity from, HSBC Bank Canada. 

Important Information about HSBC Investment Funds (Canada) Inc. (“HIFC”) 
HIFC is the principal distributor of the HSBC Mutual Funds and offers the HSBC Mutual Funds and/or the HSBC Pooled Funds through 
the HSBC World Selection® Portfolio service. HIFC is a subsidiary of AMCA, and indirect subsidiary of HSBC Bank Canada, and provides 
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