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UKRAINE CRISIS, ITALY TRIGGER EURO CONFIDENCE DIP 

Berenberg Macro Flash 

Eurozone economic sentiment indicator, August 
 
  Econ. Conf. Industrial Consumer Services  Business Climate 
 
Actual  100.6  -5.3  -10.0  3.1  0.16 
Previous  102.1  -3.8  -8.4  3.6  0.17 
Consensus 101.5  -4.5  -10.0  3.5  0.10 
Berenberg  101.4  -4.5  -10.0  3.2  0.13 
 
The crisis in Ukraine hit Eurozone confidence hard in August. The EU Commission’s economic sentiment indicator 
fell from 102.1 to 100.6, the biggest decline since August 2012, before Draghi’s magic words ended the European bond 
market tensions. Highlighting that the hit came from abroad was that export-oriented manufacturers’ confidence dipped 
more than more domestic-oriented service providers’. The immediate impact on output may be a little less severe: the busi-
ness climate index, which tracks the current position of the economy was almost stable, better than consensus and we had 
expected. 
 
At the country level, previous trends largely persevered (see also map). 
 

(1) the reform countries on the periphery held up well. Spain’s indicator stayed at 103.5, Greece edged down only 
marginally from 102.6 to 101.9, Cyprus by the same margin from 100.6 to 100. Only Portugal suffered a bigger 
decline from 102.4 to 100.5 on the back of its mini financial crisis. Export-oriented manufacturers held up well in 
these countries, highlighting the improved competitive position. 

(2) Germany bears the brunt of the Putin effect. It is the most-exposed country to Russia and Ukraine, and consum-
ers are often particularly sensitive to crises elsewhere. Consumer confidence plunged from 3.9 to 0.3, although re-
tail traders confidence remained unchanged. Germany could bounce back quickly, if the Ukraine crisis fades. 

(3) France lags behind. Ahead of the latest cabinet re-shuffle, which may inhale a new reform impetus into the gov-
ernment, confidence fell to 95.1, its lowest level since September 2013 and far below the Eurozone average. 

 
The biggest drop among large countries came in Italy, however, where overall sentiment plunged from 101.9 to 97.8. 
The new prime minister Matteo Renzi’s reform drive had boosted confidence since the winter, but actual growth has not 
kept up. On the contrary, the GDP contraction by 0.2% qoq in Q2 returned Italy to a mild technical recession. Companies, 
while cheering on the reform effort, may be waiting for the actual delivery and improvement on the ground before they start 
investing again. The decline raises the pressure on Italy’s government to step up the reform pace after the summer break. 
 
The Eurozone has clearly entered a rough patch. The crisis in Ukraine is hitting confidence and investment in Germany, 
while the reform delay in Italy and France holds back these two economic heavy-weights. Calls for more ECB support will 
strengthen as the slowdown intensifies, raising the possibility that the ECB will deliver more easing. However, with interest 
rates already extremely low across the board, ECB action may be more about the signal than the actual technical impact. 
And the ECB cannot replace the much-needed structural reforms needed in some key countries. Beyond the ECB, govern-
ments will come under increasing pressure to reform, but also to support demand with tax cuts and investment pro-
grammes. Low borrowing costs may open at least some wiggle room. 
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Eurozone Economic Sentiment  
 
Index level AUG JUL JUN MAY APR MAR 

Economic Conf. 100.6 102.2 102.1 102.6 102.0 102.5 

Industrial Conf. -5.3 -3.8 -4.3 -3.1 -3.5 -3.3 

Consumer Conf. -10.0 -8.4 -7.5 -7.1 -8.6 -9.3 

Services Conf. 3.1 3.6 4.4 3.8 3.5 4.5 

Business Climate  0.16 0.17 0.21 0.36 0.28 0.40 

 
Source: EU Commission 
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