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The Topic of This Month

Will new ECB President Lagarde do everything ?

In November, Christine Lagarde from France becomes the new President of the European
Central Bank (ECB). Ms. Lagarde was Managing Director of the International Monetary Fund
(IMF) since 2011. After the former ECB President Mario Draghi's eight-year tenure, known for his
remarks to "do whatever it takes” to protect the euro, all eyes in the market are on how new
president will handle the package of negative interest rates and quantitative easing.

"Whatever it takes” Draghi leaves, and Lagarde from IMF is

the next president

In November, Christine Lagarde becomes the first woman as the new President of the ECB. In
2011, Ms. Lagarde became Managing Director of the International Monetary Fund, after serving
as Minister of Commerce, Minister of Agriculture and Fishing and so on in France.

Former President of the ECB, Mr. Draghi, successfully dealt with the European sovereign debt
crisis by aggressively cutting interest rates and introducing negative interest rate policy, and
implementing quantitative monetary easing. Also, he stabilized the financial crises in Greece,
Italy and other Southern European countries. His capability to control the market by implying the
policy easing was described as "Mario Magic". The European economy gradually started to
recover, and the ECB ended its quantitative easing policy in December 2018 and has been
returning to normal mode from unconventional monetary policy.

The ECB restarted monetary easing in September.
Easing policy is expected to be prolonged

However, the European economy was once again started to be stagnant due to the U.S.-China
trade friction and business uncertainties caused by risk of no-deal Brexit, and then, in about nine
months after, ECB shifted to ease their monetary policy.

In September, the ECB decided the package of deepening the negative interest rate and restart

the quantitative easing. Monetary easing is expected to continue for a prolonged period, mainly
due to heightened uncertainty about the economic outlook.

President Lagarde may explore the possibility to expand fiscal policy,

while following the Draghi’s route for the time being

The euro area economy is noticeably weak with uncertainty caused by US-China friction, and this
situation is expected to continue toward the end of the year. The new President Lagarde said she
agrees that the current bold monetary easing stance is necessary for the time being in order to
restore the euro area economy, which faces a high downside risk, and inflation rates well below
the target of 2 percent.

At the same time, she said that it is necessary to closely monitor the side effects of the past
policies, and the ECB plans to examine and review its impacts and side effects. Furthermore, she
pointed out the importance of fiscal policy in order to avoid excessive reliance on monetary policy,
and it is expected that Ms. Lagarde will request European countries fiscal stimulus in the future.
Many expect that she will show her political coordination skills cultivated when she was IMF
Managing Director and other important positions.
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