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MACRO UPDATE: GERMAN CONSUMERS, FRENCH BUSINESS, UK CARNEY 

Berenberg Macro Flash 

 
 

GERMAN CONSUMER CONFIDENCE: SPRING LULL OVER? 

Is the spring lull, which had beset several German confidence indicators since March, over? At least consumer confidence 

has finally resumed its uptrend. After a few months of stagnation, albeit at very high levels, the GfK measure jumped from 

an uprevised 8.6 to 8.9 for the month-ahead outlook for July (see chart). The details of the survey for June suggest that a 

sharp drop in savings intentions - potentially a side-effect of the latest ECB rate cuts - was one of the positive drivers of 

confidence, besides improving economic expectations and weaker price pressures. The GfK measure is approaching its all-

time high of 9.1 in 2006. Although its correlation with actual quarterly consumption is limited, the GfK measure does reflect 

the very positive fundamentals for German consumption. Plenty of jobs, rising wages, fading uncertainty and low inflation 

should help sustain consumption as a robust driver of German domestic demand and thus also of Eurozone growth. 

 

 

Chart: spring lull over? 

 
GfK consumption climate. Source: GfK 

 

 

FRANCE: BUSINESS CONFIDENCE FALLS 

A separate French data release of business and manufacturing confidence was far less favourable. In line with recent PMI 

releases, manufacturing confidence eased for a fourth successive month to 98 in June, while business confidence dropped 

from 94 to 92, the lowest since August last year. The initial reform hopes stirred by the new cabinet under Prime Minister 

Valls has given way to disappointment over an apparent lack of ambition. France continues to fall behind the rest of the 

Eurozone. 

 

 

BOE: CARNEY CAUTIOUS 

Over the last two weeks, Governor Carney and the Bank of England had shifted market expectations about the first BoE 

rate hike. Compared to the mansion house speech and the minutes, BoE governor Mark Carney now struck a more cautious 

tone yesterday at the Treasury Select Committee. As a result, one committee member accused Carney of behaving like an 
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“unreliable boyfriend” because his allegedly constantly changing tone appeared to introduce unnecessary financial market 

volatility, for instance in the exchange rate. The huge shift in the BoE’s expected date of the first rate hike by about two 

years since Carney took office last July did not help either. But Carney stuck to the guidance that rates would rise gradually 

and to a lower level than historic averages. The treasury select committee appearance highlights that a November rate hike is 

not a done deal yet. We expect the economy to continue to do very well and forecast a first 25bp hike in November, attach-

ing a 60% probability to it. 

 

Before raising rates, however, this week, the bank is likely to deploy its new macro-prudential tools further as a first line of 

defence against financial stability risks stemming from the housing markets. With prices rising by 9.9% yoy in April accord-

ing to ONS data, the Bank’s Financial Policy Committee (FPC) could impose higher capital requirements and tougher af-

fordability tests, caps on loan-to-value ratios and loan-to-income ratios and limiting or even scrapping the government’s 

help-to-buy scheme. We expect the Bank to make use of some of these instruments, but shy away from drastic measures. 

Many in the Bank and the government still see house prices as a problem limited mainly to London and not yet a wider 

concern for the economy. 

 

 
 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  

Joh. Berenberg, Gossler & Co. KG 

60 Threadneedle Street 

London EC2R 8HP 

Phone +44 20 3207 7878 

www.berenberg.com 

christian.schulz@berenberg.com 


