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It was so long awaited. Its weakness, not to say its absence at times, could only leave stress-

free “the oldies” who had seen a thing or two, and saddened many economists who evoked 

the spectre of deflation. The situation even gave rise to words of repentance from Mario 

Draghi, former president of the European Central Bank, who at his departure admitted with 

contrition that he had failed to raise it enough. And here it is, back again and not following a 

slow ascent. No, a real bolt of lightning; 3% a year in the euro zone (2.2% in France), one point 

above the maximum that the ECB had fixed for itself in its statutes. In the USA, inflation is 

above 5%! 

The commentators are all diving into arguments of statistical bias, of an upward slide over 

twelve months from an extremely low point of departure. Sure. But the factors of inflation 

(price hikes for energy, raw materials, fruit and vegetables etc.) are well and truly present. 

Madame Lagarde, the ECB’s president, has a delicate task. Can she in all reason increase the 

bank’s interest rates as her mandate would so incite her, while – along with the massive 

quantitative easing (QE - repurchasing of bonds which are for the most part public) that the 

institution practises, she still maintains long-term rates for the zone’s State loans at virtually 

zero? Such an action would certainly provoke panic in the private debt markets. The “frugal 

countries” (Germany, Austria, the Netherlands) have clearly understood it, pleading not for a 

rates rise but first of all a reduction of QE. 

That is the decision taken by the Board of Governors of the ECB: QE will continue, but “at a 

somewhat lower pace” (observers predict about a 10% decrease in the sums presently 

engaged as a move to this “somewhat lower pace”). A wise decision. The opposite of the move 
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hotly advocated by the Financial Times in an article where it is written that were the ECB to 

refute a link between QE and interest rates (!!!), this would suffice to put an end to this action 

with no difficulty; thumbing their nose at the risks for destabilising the markets (and the 

heavily-indebted States). 

Inflation is a formidable factor in the break-up of the social entity; not only because it 

penalises savers, who are not all CAC 40 players as some seem (or pretend) to believe, but 

also because it weighs heavily upon the everyday life of those of modest means. Madame 

Lagarde is wagering on a deceleration in price hikes in coming months, hoping that it would 

not be more than 1.7% in the first semester of next year. This would solve for the time being 

any question of action on interest rates. Maybe - except that, in particular, if the mechanism 

which avoids the dislocation of social entity becomes operative – the more or less regulatory 

but effective indexation of salaries to price increases - the result is that the toothpaste 

spontaneously oozes out of the tube. In France, taking into account the present level of 

inflation, the minimum basic wage has been quite substantially revalorised. What does this 

mean for wages above this level? The question also worries several countries in the zone, 

partly from certain whiners, complaining of insufficient growth, where calls for wage 

increases are multiplying in order to spark off consumption. A luxury that countries whose 

external trade is in excess might allow themselves, almost all, except for two – one of which 

is France.  

Central banks on the road to digital technology. A chance to ensure the credibility of 

currency, faced with the multiplication of cryptocurrencies. 

The euro-system is preparing to issue central bank digital currency. The central bank’s money 

includes the totality of notes being circulated and the balance of banks’ accounts at the 

central bank. More precisely, these balances, known as “central money”, are the blood which 

irrigates the heart of the reactor allowing the correct functioning of systems of payment. Each 

bank can create money by developing its accredited operations. 

However, BNP Paribas money, Commercial Bank money, Société Générale money, can only 

really play their currency role if their account holders are assured that their holdings can, at 

any time, with no expense, with no risk and very quickly, be converted into currency issued 

by another bank. It is the fact of holding an account at the central bank and the ability to pay 

funds into it in central currency that allows this permanent osmosis between the different 

currencies created by the banks.  

The passage of a fractioned monetary system to a unified one is therefore linked to the 

existence of an umbrella body, the central bank, which at the same time offers security to 

the public for the credibility of the commercial banks for which it agrees to open an account, 

and is a service provider for those banks for which it ensures reciprocal settlements.  

This little commentary, which some may find academic, leads to the conclusion that this 

creation of digital currency by a central bank is a remarkable advance, but that … access to 

the digital central currency should not be open to the issuers of cryptocurrencies.  
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Exhibit 1 

Central Bank Economic Indicators Dashboard 

US Federal Reserve Bank 

 2007M12 2016M12 2021M04 2021M05 2021M06 2021M07 2021M08 

Fed total Assets (bn. $) 879 4 446 7 793 7 831 8 064 8 202 8 257 

Federal Funds target rate (%) 4.25 0.75 0.25 0.25 0.25 0.25 0.25 

3-month treasury bill minus fed funds -0.96 -0.25 -0.24 -0.24 -0.20 -0.19 -- 

Excess reserves (bn. $) 9 1 925 3 887 3 872 3 848 3 944 -- 

Monetary Base (bn. $) 837 3 532 6 042 6 042 6 027 6 130 -- 

Source: Federal Reserve Bank 

European Central Bank 

 2007M12 2016M12 2021M04 2021M05 2021M06 2021M07 2021M08 

ECB total Assets (bn. €) 1 297 3 566 7 522 7 616 7 701 7 951 8 036 

Euro ST repo rate (%) 4.00 0.00 0.00 0.00 0.00 0.00 0.00 

Euribor 3-month minus euro repo rate 0.85 -0.32 -0.54 -0.54 -0.54 -0.54 -0.55 

Excess reserves (bn. €) 1 706 3 274 3 274 3 444 3 503 -- 

Base Money (bn. €) 842 2 366 5 545 5 545 5 764 5 875 5 875 

Source: European Central bank 

Bank of Japan 

 2007M12 2016M12 2021M04 2021M05 2021M06 2021M07 2021M08 

BoJ total Assets (tn. Yen) 111 471 715 719 726 719 722 

BoJ Policy rate (%) 0.50 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 

3-month interbank rate minus policy rate 0.36 0.16 0.15 0.15 0.15 0.15 -- 

Excess reserves (tn. Yen) -- 240 342 421 429 340 422 

Monetary Base (tn. Yen) 89 429 648 652 648 644 653 

Source: Bank of Japan 

Bank of England 

 2007M12 2016M12 2021M04 2021M05 2021M06 2021M07 2021M08 

BoE Assets (bn. Pound) 97 447 806 823 824 837 851 

BoE Base rate (%) 5.50 0.25 0.10 0.10 0.10 0.10 0.10 

3-month interbank rate minus base rate -0.19 -0.24 -0.06 -0.06 -0.08 -0.08 -0.07 

Monetary Base (bn. Pound) 75 450 903 923 924 939 947 

Source: Bank of England 
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Exhibit 2 

Central Bank Total Assets 

base 100 Jan. 2007, in local currency 

 

 

base 100 Jan. 2017, in local currency 

  

 

Exhibit 3 

Central Bank Policy Rate (%) 

from Jan. 2007 

 

 

from Jan. 2017 

  

 

Exhibit 4 

Central Banks Monetary Base 

base 100 Jan. 2007, in local currency 

 

 

base 100 Jan. 2017, in local currency 

  

Source: TAC ECONOMICS, Central Banks 
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Disclaimer 

These assessments and comments are, as always, subject to the disclaimer provided below. 

This material is published by TAC ECONOMICS SAS for information purposes only and should not be regarded as providing 

any specific advice. Recipients should make their own independent evaluation of this information and no action should 

be taken, solely relying on it. This material should not be reproduced or disclosed without our consent. It is not intended 

for distribution in any jurisdiction in which this would be prohibited. Whilst this information is believed to be reliable, it 

has not been independently verified by TAC ECONOMICS and TAC ECONOMICS makes no representation or warranty 

(express or implied) of any kind, as regards the accuracy or completeness of this information, nor does it accept any 

responsibility or liability for any loss or damage arising in any way from any use made of or reliance placed on, this 

information. Unless otherwise stated, any views, forecasts, or estimates are solely those of TAC ECONOMICS, as of this date 

and are subject to change without notice. 

 

 

 

 

 


