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An orderly, gradual and well communicated withdrawal - this is the message we hear most as regards the
process of normalising monetary policies. And it is also one of the conclusions we draw from the ECB’s
latest press conference held last Thursday in Frankfurt.  
Without doubt, the improvement in the economic panorama in the major developed economies is laying the
groundwork for a withdrawal of monetary stimulus measures. From the United States, the Federal Reserve
(Fed) is leading the process of withdrawal, firstly by very gradually reducing the asset purchasing
programme and secondly by raising interest rates after a considerable time (nearly a year). With the
unemployment rate at 4.7% and inflation close to target, the Fed has already raised its key interest rates for
the third time in a row, to 1%, and envisages two more hikes in the remainder of the year. Comparing this
process with earlier rate-raising cycles makes it abundantly clear that this is a very gradual withdrawal. 
However the Fed still has to tackle another challenge in its exit strategy: managing the timing and pace of its
balance sheet reduction, the balance sheet having quadrupled on average as a result of the large-scale
purchases of public and private sector assets. The debate on the reduction of the balance sheet is already
on the table, although it will probably not be implemented until next year, and here too, caution is the
watchword. As regards “how” to exit, the sequence of normalisation measures is very important, and the
Fed’s sequence (first ending the bond purchasing programme, then raising interest rates and shrinking the
balance sheet) is considered the “guide” for other central banks. 
 In the euro zone, the ECB is signalling that it will follow the same sequence. As regards “when” to exit, the
ECB considers that it is still too soon to start withdrawing stimuli. Signs that inflation will converge steadily
with the target are still insufficient, so care must be taken not to place too much strain on financial
conditions. That said, if the economic recovery holds course and inflation (particularly core inflation) moves
close to the target, sooner or later this debate will be with us. It is very important for the central bank to pay
the closest attention to its policy of communication on this point. Here too we can learn something from the
Fed, specifically from the unexpected impact of the premature announcement of the end of the bond
purchasing programme in the spring of 2013 (the famous “taper tantrum” episode).
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,

regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be

considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or

market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of

any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an

appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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