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GEO-POLITICS HIT EUROZONE SENTIMENT 

Berenberg Macro Flash 

 

Eurozone PMI Composite, August 2014 

 

Actual:  52.8 

Previous: 53.8 

Consensus: 53.4 

Berenberg: 53.0 

 

Despite surprisingly resilient German data, Eurozone economic sentiment took another hit in August according to 

Markit’s flash PMIs. The overall composite output index dropped back from 53.8 to its June level of 52.8, indicating moder-

ate output expansion. Highlighting that the risks are more on the external than the internal side, the more export-oriented 

manufacturing PMI fell more sharply than the services PMI. At 50.8, down from 51.8, manufacturing is now at its lowest 

level in more than a year. The geo-political uncertainties, and in particular the crisis in Eastern Ukraine, threaten to under-

mine the export-led recovery at least temporarily. The more domestic-oriented services sector PMI was less affected, but 

also fell from 54.2 to 53.5 in August. With the worst of austerity over, inflation very low and strong fundamentals in Ger-

many and noticeable improvement in the reform countries on the periphery, domestic demand is a stabilising factor. 

 

France remains the weakest link in Eurozone sentiment indicators. The services PMI and the composite output PMI 

continued their modest recovery (see table), but at 51.1 and 50.0, respectively, they now merely reflect the stagnation in the 

hard data: GDP was flat in the first two quarters of the year. The manufacturing PMI continued to fall. The fifth successive 

decline from the March peak of 52.1 to 46.5 in August signals a substantial contraction in the sector. Underlying competi-

tiveness issues are compounded by the external uncertainties. German indicators were surprisingly resilient, given the coun-

try’s higher trade and energy exposure to Russia and very weak readings in other indicators such as the ZEW investor confi-

dence index. Manufacturing edged down to 52.0 from 52.4, services from 56.7 to a still very strong 56.4. The data suggests 

that the Q2 GDP decline by 0.2% qoq was a temporary dip. But the strong divergence between hard and soft data (see 

Chart) warrants a degree of caution when interpreting the PMIs. In any case, German sentiment and thus growth could 

recover quickly if the geo-political risks such as Ukraine fade. 

 

Chart: German soft and hard data diverging 

 
PMI composite and qoq GDP growth, %. Source: Markit, Destatis 

 

The overall Eurozone PMI indices declined by more than the German and French data, suggesting we will have to brace 

ourselves for disappointing PMI from some periphery nations when they are published in the coming weeks. After a 

very positive run, this may partly reflect mere consolidation, but it could also be a warning that the reform countries cannot 
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decouple entirely from a weaker Eurozone core. The aftermath of the crisis, in particular high unemployment rates and 

continued public and private sector deleveraging, limit the potential growth contributions from public and private consump-

tion. Italy, Spain and others have to rely on export growth which might take another temporary hit in Q3. 

 

Eurozone PMIs 

 

Index level AUG JUL JUN MAY APR MAR 

Eurozone       

   Composite 52.8 53.8 52.8 53.9 54.0 53.1 

   Services 53.5 54.2 52.8 53.5 53.1 52.2 

   Manufacturing 50.8 51.8 51.8 52.5 53.4 53.0 

Germany       

   Composite 54.9 55.9 54.0 56.1 56.1 54.3 

   Services 56.4 56.7 54.6 56.4 54.7 53.0 

   Manufacturing 52.0 52.4 52.0 52.9 54.1 53.7 

France       

   Composite 50.0 49.4 48.1 49.3 50.6 51.8 

   Services 51.1 50.4 48.2 49.2 50.4 51.5 

   Manufacturing 46.5 47.8 48.2 49.3 51.2 52.1 

 

50 = neutral, > 50 = expansion, < 50 = contraction 

Source:  Markit 
 

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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