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MACRO UPDATE: UKRAINE, GERMANY, ECB, CHINA 

Berenberg Macro Flash 

 

UKRAINE: SHAKY CEASEFIRE 

Despite a mortar attack on Ukrainian positions on the outskirts of Mariupol and some other incidents, the ceasefire seems 

to be mostly holding. Whether or not the war will erupt again or whether the conflict will now be frozen Transnistria-style 

remains an open question. Ukraine seems to be badly outgunned by the Russian “volunteers”. Russia has secured a serious 

chunk of territory already to be used as leverage against Ukraine in negotiations. Further Russian casualties and further sanc-

tions might be unpopular in Russia where Putin is still trying to maintain the ridiculous pretence that Russia isn’t a party to 

the war. These points suggest that there is at least a good chance that the worst of the fighting could be over. If so, business 

confidence in core Europe, which had been seriously affected by the Putin shock, could recover from October onwards. 

That would allow Germany and the Eurozone as a whole to regain a little momentum in Q4 after near-stagnation now. It 

would imply a welcome upside risk to our call for 0.1% qoq German and Eurozone growth in Q4. But the risk that Putin 

will go further in his war remains serious.  

 

GERMANY: STRONG EXPORTS 

Like manufacturing orders and industrial output, German exports started strongly into Q3. After a 0.9% mom gain in June, 

exports of goods surged 4.7% in July. With a 1.8% correction to imports in July following a 4.5% rise in the month before, 

Germany’s monthly trade surplus surged to a record €22.2bn in July (all data seasonally adjusted). But we have to take these 

data with more than a pinch of salt. First, monthly data are very volatile. Second, the export data may be distorted by unusu-

ally late factory and school holidays which had also artificially boosted the industrial output data for July. The whopping 

1.9% mom gain in industrial output in July reported Friday can be traced to a 11.8% mom surge in car production which 

accounts for almost 12% of German industrial output. In Lower Saxony, home of one of the world’s biggest car companies, 

holidays this year were one month later than usual, falling fully into August instead of July. We thus have to brace ourselves 

for a major correction in output and possibly exports in the August data. Excluding the surge in car output, German indus-

try had raised its output only by 0.6% mom in July. 

 

In Q1 and Q2, hard data on output and exports for Germany and the Eurozone as a whole had come in below what soft 

indicators such as confidence surveys had suggested. It is nice to see that, for July, the hard data look better than the surveys 

which had retreated somewhat in the month under the impact of Putin’s war. But with the major escalation of the war in 

August and the drop in confidence indicators for that month, overall Q3 data will likely show only a very small rise in GDP 

for Q3 for Germany and the Eurozone despite the good start into the quarter in the German hard data for July. 

 

ECB: UP TO €800BN IN STIMULUS? 

The ECB expects its total stimulus measures to add up to around €800bn according to a report in “Der Spiegel”. That refers 

to the combined sized of the new targeted liquidity injections (TLTROS) and the asset purchase programmes for which the 

ECB will announce details in October. As interest of banks in the targeted liquidity injections seems to be limited – many 

banks have ample liquidity anyway – and as the ECB is struggling to identify suitable paper to buy, the €800bn estimate may 

well be on the high side, in our view.  

 

But the precise size may not matter very much anyway. Two other factors, namely the coming end of the bank stress test 

exercise and the question how long Putin will wage war and hence depress the propensity to invest and the demand for 

credit in the Eurozone matter much more for the Eurozone economic outlook than the size of these ECB operations. What 

the ECB has achieved with its June and September announcements is a modest correction in the exchange rate and a major 

drop in bond yields. Both add up to a nice if not overwhelming further monetary stimulus. Once the two big issues (Putin’s 

war, bank stress test) are out of the way, that stimulus can feed through to the real economy, underpinning a significant 

rebound in the Eurozone economy.  
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CHINA: STRONG EXPORTS AS WELL 

We never worry much about the Chinese economy. While high-frequency data wobble occasionally, the underlying trend 

looks resilient. Following a strong 14.5% yoy rise in exports in July, the pace softened to 9.4% in August, still above the 

9.0% consensus. After a period of weak data from February (-18.1% yoy in exports) to April (+0.4%), export growth has 

picked up again to rates that are easily compatible with GDP growth of around 7.5%. With US demand back to significant 

growth after a brief setback in Q1 and many other emerging markets in Asia looking stable, the outlook for Chinese exports 

remains normal. We expect the weak Chinese import data (-2.4% yoy in August after -1.6% in July) to recover later this year 

as Chinese domestic demand continues to expand at a clip close to the roughly 7.5% rate of GDP growth. To some extent, 

lower prices for some raw materials may help to explain the weakish import data. 
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