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DATA WRAP: STRONG US GROWTH, WEAK GERMAN INFLATION 

Berenberg Macro Flash 

US: BUSINESS INVESTMENT AND EXPORTS DELIVER SOLID GROWTH 
The US posted another quarter of solid growth, with the annualised rate of expansion in Q3 reaching 3.5%, topping 
consensus and our expectations of 3.0%. Business investment and exports were the key drivers of growth in Q3. Non-
residential investment increased by 5.5% annualised, in line with the average of the volatile first two quarters of the year. 
Exports rose by 7.8%. As imports fell a bit (-1.7%), net exports contributed more than a third to overall growth. Volatile 
federal defence spending drove up government expenditure by 4.6% annualised, its strongest increase since the Q2 2009 
stimulus programmes after the Lehman crisis. Government spending and net exports are unlikely to continue to deliver 
these kinds of rates of growth, leaving investment as the pillar of growth. 
 
On the downside, consumption growth remained modest at 1.8%, in line with the average so far this year. Despite a 
buoyant labour market, wages are not rising faster and even low inflation did not seem to have a positive impact. There were 
significant bright spots, however, another big increase in durable goods consumption signals that despite subdued wage 
growth, households are confident enough to purchase the big-ticket items, even if that temporarily means cutting back on 
services and everyday items. Subdued residential investment reflects the sluggish recovery in the housing markets, which had 
lost speed since last year’s taper tantrums, when mortgage rates had suddenly jumped by 100bp. 
 
We expect the healthy US recovery to continue in 2015 and 2016. With austerity and private sector balance sheet repair 
over, the economy can withstand gradual monetary normalisation and still deliver about 3% growth. That is also good news 
for the Eurozone, for which the US is one of the Top-2 export markets together with the also robustly-growing UK.  
 
GERMANY: FOOD, CLOTHES, ENERGY DRIVE DOWN INFLATION 
Even before the latest 10% decline in the oil price fully fed through to consumers via petrol prices, German inflation 
continued to decline. In October, inflation fell from 0.8% to 0.7%, its lowest rate since May. According to state level data, a 
renewed decline food price inflation as well as a sharp drop in fuel prices (-3.2% mom in North Rhine Westphalia) were 
aggravated by a substantial decline in clothing inflation. The latter could be an effect of a relatively mild autumn so far and 
might thus be reversed in coming months, however. But the oil price decline means that inflation may yet dip further. The 
declines were partly offset by somewhat higher inflation in rents, which increased to 2.0% in North Rhine Westphalia, the 
highest since May. With unemployment at record lows, signs of labour market tightness and wages rising by 3.8% yoy on 
average in H1 2014, domestic inflationary pressures should strengthen in 2015. However, the latest economic rough patch 
raises the chances that inflation will stay low for longer in Germany, giving the ECB ample room for manoeuvre to stimu-
late the economy with low rates and asset purchases if necessary. 
 
The decline in German inflation poses a downside risk to Eurozone inflation for October, which will be published 
tomorrow. We expect to stay at 0.3%, but we also expected German inflation to remain stable. Spanish inflation edged up 
from -0.2% to -0.1% on the national measure in October, but that might not be enough to offset the German decline. The 
ECB’s inflation forecasts look too high in any case. Staff are likely to revise down the forecasts in December. As we have 
flagged before, that is likely to trigger another discussion about more stimulus, which may already start at the November 
meeting. After the announcements in June and September/October, immediate action may be unlikely, but we may not have 
seen the last of ECB easing yet. 
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