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GERMANY INDUSTRY: VERY STRONG START IN Q3 

Berenberg Macro Flash 

 
German industrial output, mom %, July 2014 

 

Actual:  1.9 

Previous: 0.4 (revised up from 0.3) 

Consensus: 0.4 

Berenberg: 0.0 

 
German manufacturing had a very strong start into Q3 after the calendar- and weather-induced blip in the spring. Fol-
lowing a big jump in industrial orders (+4.6% mom), industrial production also rebounded much more strongly than we or 
consensus had expected. Overall output increased by 1.9% mom, driven by sharp increases in capital goods production 
(+5.0% mom) and construction (+1.7% mom). If output were to remain flat for the rest of Q3, the quarterly increase in 
industrial production would be 1.6% compared Q2, creating an upside risk to our forecast of unchanged GDP in Q3. 
 
But it is early days: confidence indicators have cooled markedly since July as the crisis in Ukraine escalated. The July 
orders data was inflated by bulk orders. The strong start in Q3 limits further downside risks to our short-term calls, but the 
short-term outlook for Germany’s industry is overshadowed by the Ukraine risk. Once that fades, though, the renewed 
strength of the US recovery and resilient growth in China, paired with the latest decline in the euro exchange rate points to a 
brighter outlook. Construction should also benefit from the ECB’s very low interest rates and rising house prices in many 
cities. By the end of the year or in early 2015, Germany growth should be recovering towards trend rates again. 
 
German industrial output 
 
% change JUL JUN MAY APR MAR FEB 

mom, sa 1.9 0.3 -1.7 -0.1 -0.6 0.2 

yoy, wda 2.5 -0.5 1.1 1.3 2.9 4.7 

 
Source: Bundesbank 
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