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ZEW: GROWING RECOVERY UNCERTAINTY  

Berenberg Macro Flash 

 
ZEW Investor confidence, expectations component, July 2014  
 
Actual:  27.1 
Previous: 29.8 
Consensus: 28.2 
Berenberg: 31.0 
 
German financial analysts’ optimism for the economy continued its decline in July. The headline ZEW investor con-
fidence index’ expectation component fell for a seventh successive month, reaching 27.1 in July. That was its lowest level 
since January 2013. While still significantly positive, such a protracted period of declines points to a noticeable cooling of 
the economy. A number of factors are contributing to the growing uncertainty: (1) German growth was strong in Q1, but 
looks unlikely to improve further; (2) disappointing hard data raises doubts about the speed of the German and Eurozone 
recovery; (3) a perceived lack of reform progress in key Eurozone members Italy and France; (4) geo-political risks, especial-
ly the Ukraine crisis ( “Putin factor”), to which Germany is particularly exposed via trade and energy links. While the rate of 
decline slowed a bit, the latest bout of market uncertainty triggered by troubles at one Portuguese bank and more disap-
pointing economic data from Germany and the Eurozone in May could herald a further cooling of confidence. In contrast, 
the easing steps taken by the ECB in June have failed to halt the slide in confidence so far. 
 
Investors’ optimism fell most for the Eurozone, where the expectations component fell by 10.3 points to 48.1, although 
that is still a high value. Expectations dropped for Italy (-5.9 to 27.9) and France (-6.5 to 11.5), continuing the run of weak 
data especially for France. Investors did become a bit more optimistic for the US (+0.7 to 49.7) and Japan (+5.0 to 19.4), 
however. In terms of their assessment of the current state of the economy, survey participants were a bit more downbeat 
across the board. On balance, they still see a good economic performance in Germany (61.8), the US (34.6) and Britain 
(34.6), but a very weak situation in the Eurozone. This confirms the “uneven recovery” we highlighted in our Global Out-
look report this morning. 
 
Index  JUL JUN MAY APR MAR YEAR AGO 

Germany Expectations 27.1 29.8 33.1 43.2 46.6 36.3 

 Curr. Situat. 61.8 67.7 62.1 59.5 51.3 10.6 

Eurozone Expectations 48.1 58.4 55.2 61.2 61.5 32.8 

 
Source: ZEW 
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