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EURO GDP: GERMANY SETBACK, FRANCE FLAT 

Berenberg Macro Flash 

 
GDP Germany, qoq change, Q2 2014 
 
Actual:  -0.2% 
Previous: 0.7% (revised down from 0.8%) 
Consensus: -0.1% 
Berenberg: -0.1% 
 
GDP France, qoq change, Q2 2014 
 
Actual:  0.0% 
Previous: 0.0% 
Consensus: 0.1% 
Berenberg: 0.1% 
 
Both French and German second quarter GDP came in slightly lower than estimated. Investment fell in both countries, 
albeit for different underlying reasons, while consumption held up well. Net exports were a bit weaker. While the Q2 weak-
ness should remain temporary for Germany, France remains mired in economic stagnation due to a lack of reform. The 
slight downside surprises also suggest a slight downside risk to our 0.1% qoq estimate for Eurozone Q2 GDP growth pub-
lished later. 
 
GERMAN SETBACK ON INVESTMENT, NET EXPORTS; CONSUMPTION UP 
German GDP fell by 0.2% qoq in Q2 after a downrevised 0.7% increase in the previous quarter. The Q2 setback reflects a 
combination of technical factors and external weakness, but not fundamental problems in the economy. A relatively mild 
winter triggered a shallower than usual spring rebound in construction activity, while the timing of Easter holidays may have 
also shifted some production from Q2 into Q1. That shows up in falling investment (the statistical office provides no de-
tailed estimates with the first GDP release). Put simply, the Q1 figure probably overstated underlying growth a bit, while the 
Q2 decline understates it. Added to that, confidence surveys suggest that the troubles in Eastern Ukraine and Russia’s mis-
behaviour there have made German companies more cautious about their investment plans. By comparison, the actual 
impact of the initially mild sanctions on exports was probably mild. 
 
The bright spot in Germany’s release was that domestic demand held up well and probably helped the rest of the Eurozone 
as well. Public and private consumption rose mildly, while import growth outstripped export growth, leading to a negative 
contribution of net exports to growth. With a very strong labour market, rising wages and low inflation, the fundamental 
outlook for consumers is very positive. This underlying domestic strength highlights that Germany should resume growth 
soon. In the short-term, the escalation of the conflict in Eastern Ukraine is likely to lead to a further serious deterioration in 
confidence surveys and economic data. But Germany should rebound quickly once the conflict fades from the headlines and 
should resume its role as engine of Eurozone growth, although it may henceforth have to compete with Spain for the top 
spot among large countries. 
 
FRENCH GDP FLAT, WITH CONSUMPTION UP AND INVESTMENT DOWN 
French GDP was unchanged on the quarter in Q2, meaning it outperformed Germany on quarterly GDP growth for the 
first time since the first quarter of 2013. French GDP tends to be less volatile than its neighbour’s as the export share is only 
32% of GDP compared to 56% in Germany. The more limited exposure to external troubles probably helped the French 
economy avoid some of the impact particularly of the crisis in Eastern Ukraine, with net exports only marginally dragging 
growth down (-0.1% GDP growth contribution). Instead, France’s traditional growth engine, household spending, came to 
the rescue with consumption rising by 0.5% in Q2. That was enough to offset another sharp decline in investment by 1.1% 
qoq. But weak investment highlights France’s deep-running problems. While some of the decline may reflect special effects 
in construction, business surveys signal clearly that companies are waiting for serious supply side reforms. Only those would 
allow them to regain competitiveness lost not just to Germany, but more recently also to its fast-reforming southern neigh-
bours. A resuming Eurozone recovery in coming quarters may also lift French growth a bit, but we expect France to con-
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tinue to underperform the currency area as a whole, unless the government under Prime Minister Valls steps up the struc-
tural reform effort significantly. 
 

 

 
GDP, qoq %, sa Q2 2014 Q1 2014 Q4 2013 Q3 2013 Q2 2013 Q1 2013 

France 0.0 0.0 0.2 -0.1 0.7 0.0 

Germany -0.2 0.7 0.4 0.3 0.8 -0.4 
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