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ZEW: GERMAN INVESTORS GET NERVOUS ON PUTIN 

Berenberg Macro Flash 

 
ZEW Investor confidence, expectations Germany, August 2014  
 
Actual:  8.6 
Previous: 27.1 
Consensus: 17.0 
Berenberg: 10.0 
 
German investor confidence plunged in August, as concerns over growth and the escalation of tensions in Eastern Ukraine 
triggered a sharp correction in equity markets in the past two weeks. The headline expectations component of the ZEW 
index fell to 8.6, its lowest level since December 2012, when confidence was gradually improving after the ECB had stepped 
in to end the bond market panic in the preceding summer. The drop by 18.5 points from the July level was the sharpest 
decline since June 2012, just ahead of Draghi’s magic words. 
 
The ZEW index is good at predicting turning points of the economic trajectory and the uninterrupted decline since the end 
of last year has well flagged the loss of momentum of the economy in Q2. However, the index is less good at gauging the 
extent of the subsequent economic swing. The output weakness in Q2 was exaggerated by calendar effects and while the 
“Putin factor” could lead to more cautious investment plans for a while, resilient domestic demand and rebounding growth 
in the US and other important export markets should brighten German growth prospects towards the end of the year. 
 
German investors expectations fell across the board, mirroring the broad-based sell-off in equity markets in recent weeks. 
The decline was sharpest for the Eurozone (-24.4 points to 23.7), after Italy fell back into mild recession. But expectations 
also cooled for the US (-14.7 to 35.0), the UK (-7.9 to 12.5) and Japan (-6.7 to 12.7). In terms of the assessment of the cur-
rent state of the economy, changes were less pronounced. A huge plunge for Germany (-17.5 to a still-high 44.3) and further 
weakness in Italy (-4.3 to -80.5) were offset by improvements for the US, the UK and France. The drop in the ZEW index 
confirms the near-term downside risk for the German and Eurozone economies emanating from the Ukraine crisis. That 
does not change the fundamentally positive outlook, however. Germany remains in a strong position to capitalise on any 
sentiment improvements once the Ukraine crisis fades from the headlines, and many Eurozone countries are enjoying the 
benefits of their reforms. Stronger growth in the US and other important export markets should more than offset the weak-
ness in trade with Russia. 
 
ZEW Investor Confidence 

 
Index  AUG JUL JUN MAY APR YEAR AGO 

Germany Expectations 8.6 27.1 29.8 33.1 43.2 42.0 

 Curr. Situat. 44.3 61.8 67.7 62.1 59.5 18.3 

Eurozone Expectations 23.7 48.1 58.4 55.2 61.2 44.0 

 
Source: ZEW 
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