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A SMALL PUTIN EFFECT? EUROZONE CONSUMER CONFIDENCE DROPS 

SLIGHTLY 

Berenberg Macro Flash 

Eurozone, Consumer Confidence, July 

Actual:  -8.4 

Previous: -7.5   

Consensus: -7.5 

Berenberg: -7.4   

 

Geopolitics is taking a toll on the Eurozone. With the Ukraine crisis coming to a head after the downing of MH17, consum-

er confidence retreated slightly in July to -8.4 from -7.5 in June. The second drop in a row still leaves consumer confidence 

well above the long-term average of -13.1. Our chart above shows the deviation from that average. 

 

Four major factors had underpinned the strong rebound in consumer confidence until April this year,  

(1) the end of the euro crisis,  

(2) the end of harsh austerity across much of the Eurozone,  

(3) the rise in the real purchasing power of consumers courtesy of rock-bottom inflation, and  

(4) the gradual decrease in unemployment from a peak of 12.0% in the summer of 2013 to 11.6% in April and May 2014.  

 

Over the last two months, many leading and co-incident indicators for the Eurozone have retreated from the cyclical peaks 

reached earlier this year. The loss in momentum is more pronounced in export-oriented industry than in the more domesti-

cally oriented sectors such as services. While most of these soft indicators are still at levels consistent with roughly trend 

growth in GDP for the Eurozone, the disappointing hard data for May (although probably distorted by a negative calendar 

effect) and the recent correction in the survey indicators does suggest that Eurozone growth will remain rather modest for 

the time being. We look for 0.2% qoq gains for Eurozone GDP for Q2 and Q3, with some increase in consumer spending 

supporting demand amid roughly stagnating exports.  

 

For the next few months, geopolitical tensions and concerns about the lack of sufficient pro-growth reforms in France will 

likely weigh further on Eurozone indicators. The PMI and Ifo data today and tomorrow will probably confirm that. As 

highlighted repeatedly over the last five months, the tail risk of an open Russian war against Ukraine remains our single 

biggest concern. But note that this uncertainty affects the core much more than the periphery. Slower growth due to Putin 

will not bring back the euro crisis. 

 

As the situation in Ukraine seems to be coming to a head, chances are that we will know much more about it within a few 

months. We expect Eurozone growth to gain some further momentum in late 2014 after the current lull. Beyond what 

hopefully will be some easing of geopolitical tensions around Russia/Ukraine and the Middle East, stronger demand growth 

from the US and the UK as well as from some emerging markets should help. Domestically, we look for more progress at 

the euro periphery and an increased flow of credit in the Eurozone after the ECB stress test exercise. That argues for a more 

positive outlook beyond the current setback. 
 

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.  
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