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GERMANY: IFO EXPECTATIONS SIGNAL INVESTMENT DROP 

Berenberg Macro Flash 

 
IFO Index Business  Current 
September  Climate Assess.  Expectations 
 
Actual  104.7  110.5  99.3 
Previous  106.3  111.1  101.7 
Consensus 105.8  110.2  101.2 
Berenberg 105.6  110.0  101.0 
 
Contrary to other indicators, Germany’s most widely followed business confidence survey, the Ifo index, was not showing 

any signs of stabilisation in September yet. Despite the ceasefire in Eastern Ukraine, which might have averted fears of an 

even greater escalation of the war there, the expectations component dropped sharply from 101.7 to 99.3 in September, 

below 100 for the first time since late 2012. The business climate index also dropped sharply again. The drop from 106.3 to 

104.7 in September was the fifth successive drop and almost exactly as steep as the one in August, when Russia’s president 

Putin had seriously stepped up his aggression against Ukraine and Western sanctions and Russian countersanctions escalat-

ed. The current assessment component, held up well at above-average 110.5, put since the expectations component corre-

lates well with investment, the Ifo index supports our view that the German economy will probably only stagnate for the 

rest of the year. 

 

Chart: Ifo expectations and investment 

 
Ifo index quarterly averages (left scale). Machinery investment, real, sa, yoy % (right scale) Sources: Ifo, Eurostat 

 

The drop in confidence was broad-based once again. Manufacturers saw little prospect of stronger export growth, with the 

Eurozone recovery having come to a halt. Stronger growth in the US and the UK did not seem to offset declines elsewhere 

yet. But even domestic demand, which is more reflected in the wholesale and retail trade as well as the construction and 

services indices, seemed to be weakening. The ECB’s policy easing announcements of June and September have so far not 

been able to turn the tide. However, despite the Ifo setback, if the Ukrainian conflict remains frozen and Russia does not go 

further, confidence should stabilise as the ZEW index and the PMI had tentatively promised in September. Fundamentally, 

the outlook for domestic components like consumption or construction remains sound. Strong external demand growth in 

the US and the UK as well as the weaker euro should help offset the troubled exports to Russia and some other emerging 
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markets. But the timing and strength of any eventual upturn - which we expect to start at the end of the year - will also 

depend on whether the ECB’s actions can have a stronger impact in the rest of the Eurozone. 

 

IFO Index 

 

 SEP AUG JUL JUN MAY APR 

IFO Business Climate 104.7 106.3 108.0 109.7 110.4 111.2 

IFO Current Assess. 110.5 111.1 112.9 114.8 114.8 115.3 

IFO Expectations 99.3 101.7 103.4 104.8 106.2 107.3 

 
 
Source: IFO Institute 
 

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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