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ZEW: GERMAN CONFIDENCE DROP CONTINUES 

Berenberg Macro Flash 

ZEW Investor confidence, expectations Germany, October 2014  
 
Actual:  -3.6 
Previous: 6.9 
Consensus: 0.0 
Berenberg: 1.0 
 
German investor confidence continued to drop sharply in October, highlighting the downside risks to the German econom-
ic outlook in the near-term. The expectations component of the ZEW survey of financial analysts for Germany fell by 10.4 
points to -3.6 in October, the first negative reading since November 2012 and a bigger drop than we or consensus had ex-
pected. The current assessment component, which tracks the current state of output growth, fell even more sharply in Oc-
tober. The decline by 22.2 to 3.2 was the third successive large monthly fall and the biggest since August 2011 (-37.1 points 
then), when the EU decision to restructure Greek debt sparked massive bond market tensions and the most severe part of 
the euro crisis. Elsewhere, confidence also mostly cooled, but not as sharply as in Germany. For the Eurozone as a whole, 
expectations dropped by 10.1 points to still-positive 4.1. For the US and Japan, expectations fell a little bit, for the UK they 
increased, possibly as a result of the rejection of Scottish independence. 
 
The ZEW highlights that latest sell-off in European equity markets in response to bad economic data from Germany for 
August risks reinforcing the confidence hit which like in a game of domino has spread from German investors via German 
manufacturing to German consumers and the rest of the Eurozone throughout this year (see Chart). The ZEW index is 
usually a good indicator of economic turning points and not of the magnitude of the subsequent swing. Underlying econom-
ic data so far were not nearly as bad as the August declines in industrial output and orders suggested, but we have slashed 
our short-term forecasts for Germany and the Eurozone since August and now expect stagnating output in Q3 and Q4 and 
only a modest pick up in early 2015 as the uncertainty fades before growth reverts to annualised rates around 2% next 
spring. The fact that Germany is most affected by the current rough patch is reassuring in a sense, because due to a very 
healthy labour market, low debt and rising real incomes, Germany is in a good position to wheather the downturn and 
emerge from it strongly next year. 
 
Chart: German domino 

 
Standard-normalised. Sources: ZEW, Ifo, GfK 
 
ZEW Investor Confidence 

 
Index  OCT SEP AUG JUL JUN YEAR AGO 

Germany Expectations -3.6 6.9 8.6 27.1 29.8 52.8 

 Curr. Situat. 3.2 25.4 44.3 61.8 67.7 29.7 

Eurozone Expectations 4.1 14.2 23.7 48.1 58.4 59.1 
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incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 
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