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MACRO UPDATE: GERMAN ORDERS REBOUND; STEADY BANK OF JAPAN 

Berenberg Macro Flash 

 
German factory orders, mom %, July 2014 

 

Actual:  4.6 

Previous: -2.7 (revised up from -3.2) 

Consensus: 1.5 

Berenberg: 2.0 

 
Brighter news for Germany’s hard-hit manufacturing sector: volatile German industrial orders surged by 4.6% mom in 
July, reversing substantial declines in the two previous months. The increase overstates the underlying trend as bulk orders 
boosted the series, but the jump was broad-based with domestic and Eurozone orders rising by 1.7% each and non-
Eurozone orders by a whopping 9.8% mom. The latter suggests that the impact of the Russia-Ukraine crisis and Western 
sanctions on German exports is limited. However, the key effect of Russia’s aggression is in the uncertainty it causes. As 
businesses feared escalating Western sanctions and Russian countersanctions, business confidence and, as a consequence, 
investment started weakening from March onwards, after Russia annexed the Crimean peninsula at gunpoint. With the 
downing of flight MH17 and the latest Russian escalation on the ground, the impact had spread beyond export-oriented 
manufacturers to households, heralding economic stagnation for the rest of the year. Only if the situation in Ukraine stabi-
lises will confidence and thus growth rebound. 
 
The start to Q3 was good, but there is some underlying weakness. July orders were 2.1% higher than the Q2 monthly 
average. But a strong degree of caution is warranted: the 8.9% mom increase capital goods orders signals that volatile bulk 
orders overstated the July increase. The less volatile domestic orders for consumer and intermediate goods actually fell, as 
did foreign orders for consumer goods. That suggests underlying weakness. July data thus provides some reassurance that 
the economy is not falling off a cliff, but the next releases may well confirm an overall weak short-term outlook. 
 
German factory orders 
 
% change JUL JUN MAY APR MAR FEB 

mom, sa 4.6 -2.7 -1.7 3.2 -2.7 1.0 

yoy, wda 4.9 -2.0 7.7 6.6 1.5 6.5 

 
Source: Destatis 
 
JAPAN: STEADY BOJ 
Despite a very weak second quarter for the economy and a subdued start into the third quarter as well, the Bank of Japan 
resisted pressure to step up its already huge monetary stimulus even further. At its meeting, it left its asset purchase pro-
grammes unchanged at a pace of ¥50trn per year for government bonds, ¥1.03trn for ETFs and REITs and ¥5.4trn of 
commercial paper and corporate bonds. Together, these programmes amount to nearly 15% of GDP per year, which would 
be equivalent to the ECB buying €1.4trn of assets each year, highlighting how aggressive the Bank of Japan is. 
 
Confidence surveys show that the economy has sufficient growth momentum, especially in business and construction in-
vestment, to tide it over the current volatility, which was caused by a sales tax hike in April. Weakness in exports should also 
remain temporary. With 10-year sovereign yields at 0.5% and the yen more than 5% lower against the US Dollar since late 
2012, any additional impact of more easing would probably be small anyway. The key for Japan remains progress on struc-
tural reforms. Abe’s first cabinet reshuffle this week was interpreted by some observers as a sign of commitment. The new 
health minister, for example, is expected to change the investment strategy of the pension fund towards a more growth 
supportive stance. But more needs to be done, and if Abe fails, Abenomics could still end as a very expensive flash in a pan. 
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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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