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ITALY: STRUGGLING TO GET OUT OF THE BLOCKS 

Berenberg Macro Flash 

 

GDP Italy, qoq, Q2 2014 

 

Actual:  -0.2% 

Previous: -0.1%    

Consensus: 0.1%    

Berenberg: 0.2%  

 

Italy fell back into technical recession in the second quarter with a decline of GDP by 0.2% qoq succeeding the 0.1% decline 

in Q1, instead of rising somewhat as all the soft data had indicated. The Eurozone recovery, which began in spring last year 

and has gradually spread around most of the currency area, has not yet taken hold in Italy. The sharp declines in GDP of 

2012, when the Monti government was raising taxes and cutting spending in the attempt to restore market confidence in 

Italy’s public finances, are over. But while Spain and Portugal were out of the blocks fast and have put themselves at or near 

the top of the Eurozone growth table courtesy of their sweeping reforms in the last three years, Italy continues to struggle. 

 

No details were released with the initial Istat GDP estimate, making it difficult to reconcile the GDP decline with the 

stronger soft data. Our chart shows that the PMIs have been pointing to significant output growth since the start of the 

year, while GDP went into reverse again. Industrial production data released earlier today revealed a contraction of that 

sector’s output by 0.4% in the second quarter, mainly due to a weak May. Retail sales had also declined in May and were 

heading for a quarterly decline. On the other hand, unemployment dropped significantly in June and slightly in the quarter 

overall, pointing to some improvement in the labour market. 

 

The Putin factor may play a modest role, but also that the trust in Prime Minister Renzi has yet to pay off in significant 

reforms. Italy’s economy is exposed to Russia via energy and trade links, which may explain some of the manufacturing 

weakness. But the largest chunk of the difficulties is homemade. The tough austerity of the Monti administration was not 

matched by structural reforms and 2013 was wasted due to political standstill in the grand coalition under prime minister 

Letta. The new reform-minded prime minister Renzi has boosted confidence - more lastingly than his French counterpart 

Manuel Valls - but he has struggled to implement game-changing labour market reforms yet. That remains the key differ-

ence to Spain and Portugal, which cut severance payments and opened up collective bargaining, enabling companies to 

adjust to the new environment quickly and become more competitive on global markets. Italy will have to speed up the 

reform effort in order to boost growth. 
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Chart: GDP decline contradicts the stronger PMIs 
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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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