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» What do we mean by ‘low rates’? (1/2)

Nominal interest rates in the US and the EA
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» What do we mean by ‘low rates’? (2/2)
Real interest rates in the US and the EA
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» What are the consequences for financial stability?

Bank profitability

Bank profitability and monetary policy: 2014-2017
(contribution to ROA, percentage points)

= Net interest income exc. EL charge

Capital gains
= Credit quality
® Charge on Exc. Lig.

03 @®Net effect

02

0.1 ' P'S

4

DE ES FR IT
Source: ECB

03

0.1

L
00 3 ‘ , , 0.0
-0.1 [ -0.1

EA

Notes: deviation from no policy action scenario. Capital gains based on data on a consolidated basis for 68 euro area banking groups under direct ECB supervision and
included in the 2014 EU-wide stress test. Euro area figures calculated as the weighted average for the countries included in the sample using Consolidated Banking
Data (CBD) information on the weight of each country’s banking system on the euro area aggregate. Effect on net interest income based on aggregate BSI data and
obtained by simulation of the interest income and interest expenses based on estimates of the effect of the APP on bond yields, lending and deposit rates, excess
liquidity and economic growth taking into account BMPE projections for interest rates and credit aggregates. Effect on credit quality based on the median of estimates

obtained from a suite of empirical studies.



