
MACRO  NEWS                                    3 1 / 0 7 / 1 4  
 

Christian Schulz, Senior Economist | Christian.schulz@berenberg.com | +44 20 3207 7878 

1/2    

EUROZONE: SOLID UNEMPLOYMENT DOWNTREND 

Berenberg Macro Flash 

Eurozone unemployment rate, %, sa, June 2014 
 
Actual:  11.5 
Previous: 11.6 
Consensus: 11.6 
Berenberg: 11.6 
 
Eurozone HICP, yoy, %, July 2014 
 
Actual:  0.4 
Previous: 0.5 
Consensus: 0.5 
Berenberg: 0.5 
 
The Eurozone recovery, gradual and uneven as it is, is creating new jobs and reducing the number of unemployed. The drop 
by 152k in June was the ninth successive monthly drop in the number of jobless. Unemployment is now nearly 800k below 
the peak of April 2013 and the unemployment rate has dropped from 12% to 11.5%. Make no mistake, the rate of im-
provement remains modest. In the first six month of 2014, unemployment dropped quite steadily by 80k per month. At this 
pace, it would take 6 years to reduce unemployment from the current 18.4m to pre-crisis boom levels just above 12m. Such 
a large amount of slack in the economy allows the ECB ample time to stimulate the economy with extremely accommoda-
tive policy settings without stoking inflation. 
 
The by now well-established trend contrasting a strongly rebounding periphery and with one weak reform-laggard in the 
core was highlighted by the country-level data. In the three fastest growing peripheral countries (Spain, Portugal, Ireland), 
unemployment dropped from 7.23m to 6.61m since June 2013. Italy might be joining with more reforms. In June, it was the 
star performer, with unemployment dropping by 88k, more than half the drop in the entire Eurozone. Spain contributed 
another 41k drop, Portugal 13k. In the core, Germany and the Netherlands also continued to improve. In France, however, 
a turn-around remains elusive. Unemployment rose by 18k to 2.963m, closing in on the September 2013 peak of 3.039m 
again. The timid labour market reforms are not enough; the pressure to deliver more will be increasing. 

 
The positive news from the labour market are far more important than the slight drop in headline Eurozone inflation in July 
from 0.5% to 0.4%. German data and the unchanged core rate at 0.8% highlight that the latest decline in inflation was driv-
en by volatile food and energy prices. While the ECB will be keen to establish an upward trend in inflation over time to 
avoid lower inflation expectations, such monthly volatility should not make policy makers nervous. The drop in the euro 
exchange rate may lead to some increase in imported inflation. For the time being, low inflation is good for consumers. The 
downtrend in unemployment highlights that the recovery is on track and sufficiently strong even at the current early stage to 
gradually reduce slack and thus disinflationary pressures. 
 
Chart and tables on page 2 
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Chart: Unemployment falling 

 
Change in Euro18 unemployment, thousands, 3m average 
 
Eurozone 18 unemployment 

sa JUN MAY APR MAR FEB JAN 

UE rate (%) 11.5 11.6 11.6 11.7 11.7 11.8 

UE change (k) -152 -17 -93 -89 -84 -19 
 

Eurozone inflation 

Yoy, % JUL JUN MAY APR MAR FEB 

HICP 0.4 0.5 0.5 0.7 0.5 0.8 

Core 0.8 0.8 0.7 1.0 0.7 1.0 
 
 
Source: Eurostat 
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