
 

European Stocks Touch Seven-Year Highs as Economic
Growth Picks Up

Friday 13 February, 2015

Ben Brettell, Senior Economist, Hargreaves Lansdown:

European stock markets hit seven-year highs in early trading as improved GDP figures boosted
sentiment. News yesterday that Greek officials will discuss a new financial arrangement with the
country's creditors also fuelled optimism.

The Stoxx Europe 600 Index reached its highest level since 2007 in early trading while the German DAX
index climbed to an all-time high over 11,000.

The euro zone economy grew by a better-than-expected 0.3% in Q4, buoyed by a healthy performance
from its largest constituent. Germany's economic grew by 0.7%, well ahead of economists' 0.3% forecast,
helped by exports, consumer spending and business investment.

This is the latest in a series of signs that the economic climate might be improving, and the European
Central Bank's quantitative easing programme might therefore benefit from a following wind. Most notably
the credit cycle appears finally to be showing improvement - after two and a half years of contraction,
euro zone bank lending to the private sector is growing again.

The jury is still out on the effectiveness of QE. One thing we do know is that it is likely to boost stock
markets, but its effects on the economy are less clear. A Bank of England study suggests QE in the UK
did little to increase bank lending, and it certainly won't deliver the structural reforms the euro zone so
badly needs. However, QE should at least convince markets that Mario Draghi is committed to fighting
deflation. If markets and the public are confident that inflation will return to the ECB's target, it could
become a self-fulfilling prophecy.

Furthermore, if the early months of QE coincide with a cyclical recovery, it would reinforce the positive
impact QE has already had on confidence and inflation expectations.
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NOTES TO EDITORS 

Important notes

This communication has been specifically designed and written for use by the media. This is not a
communication for investors: it is not personal advice or a recommendation to either invest or to refrain
from investing.

About Hargreaves Lansdown

We are a leading provider of investment management products and services to private investors in the
UK.

We have a diversified business with an established reputation for providing the best information, service
and value for money investments and products to private and corporate investors.

The HL Vantage Service is the largest direct to consumer investment and pension supermarket in the
UK.
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We administer over £46.3 billion of client assets through the Vantage Service directly on behalf of over
675,000 investors. In total, we have £49.1 billion of assets under administration and management (31st
December 2014) and are currently listed in the FTSE 100.

We were started in Bristol by Peter Hargreaves and Stephen Lansdown in 1981 and the majority of our
904 employees are still based here in Bristol. 
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