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EUROZONE SERVICE PMIS: PERIPHERY BOOMS, CORE STUMBLES 

Berenberg Macro Flash 

The new intra-Eurozone gap between a strong rebound in the former crisis countries on the periphery and the stumbling 
core countries widened in August. Services PMIs signal that Ireland remained in boom territory (services PMI at 62.8) and 
Spain is entering it with the services PMI rising to 58.1. That was its highest level since the pre-crisis boom in 2006. Mean-
while France and Italy stagnate and Germany’s domestic-oriented services sector is beginning to seriously suffer from the 
growing confidence impact of the crisis in Ukraine. 
 
The divergence between Spain and Italy highlights that monetary conditions are not to blame for the slowdown. The 
exposure to Russia is clearly a factor, but structural reforms are the key underlying growth driver. Those countries which 
have adopted painful labour market reforms during the euro crisis are now enjoying the benefits, while those countries 
which avoided them and relied on tax hikes to consolidate public finances are falling behind. We expect the ECB to provide 
a confidence boost with more monetary easing, but it cannot replicate the effect of pro-growth reforms.  
 
The near-term economic outlook for the Eurozone as a whole has cooled substantially due to the confidence shock 
from Russia’s aggression in Eastern Ukraine. The impact has spread from Germany’s export-oriented manufacturers to 
manufacturing across the Eurozone but also German domestic demand. Germany’s services PMI fell to 54.9 in August 
from 56.7 in July. The sharp downrevision from the flash reading of 56.4 highlights that the downward momentum has 
increased with the newsflow from Ukraine getting worse. Italy also experienced a sharp downturn, with the services PMI 
falling from 52.8 to 49.8, while France’s PMI was revised down slightly to 50.3, leaving it nearly unchanged from July. 
 
We expect Eurozone growth to remain flat for most of the second half of the year. The former crisis countries look set 
to continue their rebound, however, and any easing of the crisis could quickly lead to a confidence rebound in Germany as 
well. Stronger growth in China and the US, shown by this month’s very solid purchasing manager indices there, should also 
provide a cushion for growth. 
 
Services PMI 
 
Index level AUG JUL JUN MAY APR MAR 

Eurozone 53.1 54.2 52.8 53.2 53.1 52.2 

Italy 49.8 52.8 53.9 51.6 51.1 49.5 

Spain 58.1 56.2 54.8 55.7 56.5 54.0 

Germany 54.9 56.7 54.6 56.0 54.7 53.0 

France 50.3 50.4 48.2 49.1 50.4 51.5 

Ireland 62.8 61.3 62.6 61.7 61.9 60.7 

Eurozone Comp. 52.5 53.8 52.8 53.5 54.0 53.1 
 
Source: Markit 
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