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EUROZONE: MORE SIGNS OF STABILISATION 

Berenberg Macro Flash 

Eurozone economic sentiment indicator, October 
 
  Econ. Conf. Industrial Consumer Services  Business Climate 
 
Actual  100.7  -5.1  -11.1  4.4  0.05 
Previous  99.9  -5.5  -11.4  3.2  0.02 
Consensus 99.7  -5.5  -11.1  3.1  0.05 
Berenberg  99.2  -  -  -  0.00 
 
Is the worst over already? The positive surprises and signs of stabilisation in the Eurozone are mounting. After resilient 
PMIs for October last week, the surprise increase in the EU Commission’s sentiment indicator from 99.9 to 100.7 today 
provides further hope that the rough patch may have troughed in September and that the recovery can resume early next 
year. But we have to be careful: Germany was the trigger of the current rough patch. While some of the data, including 
today’s German ESI component, was better and September hard data is also likely to come in stronger than the disastrous 
August data, the fall in the Ifo expectations component and the ZEW index were a reminder that the downward confidence 
dynamics may still take some time to fade. The good news is that the former Eurozone crisis countries continue their recov-
ery and that confidence is stabilising in Italy and France as well. Once German sentiment turns around, the overall recovery 
could reach trend growth rates in Q2 next year. 
 
The uptick in European economic sentiment was broadbased. With the exception of Spain and UK, where confidence 
eased slightly from elevated levels, all major EU economies reported confidence improvement. The German component 
rose from 103.8 to 104.4, its first rise since May. Especially the services sector and construction improved markedly. How-
ever, industrial confidence deteriorated further, highlighting that the downward spiral in confidence in this cyclically domi-
nant sector, originally triggered by Russia’s aggression in Eastern Ukraine, was not over yet. In France and Italy, confidence 
improved to 96.4 (+1.1) and 97.4 (+0.5), respectively. Both lag the Eurozone average significantly, but have done so for 
most of the year. Positive highlights came from Portugal (+2.1 to 103.1) and Greece (+2.9 to 102.2). Both point to above-
average growth, catching up with Spain (-0.7 to 103.3). Despite high public and (outside Greece) private debt, negative infla-
tion, high unemployment and tight public finances, these economies are recovering nicely. Their success highlights that it is 
structural reforms which bring sustainable growth, not artificial monetary or fiscal stimulus. 
 
It is too early to declare the beginning of the end of the rough patch. It is mostly a German phenomenon and while 
indicators of German consumption and services are strong and make a technical recession an unlikely tail risk, the continu-
ing decline in manufacturing confidence suggests that uncertainty will continue to weigh on business investment for a while. 
That will also be a drag on Eurozone growth, which we expect to be flat in Q4 and only gradually recover from early next 
year. For the ECB, the latest more positive data will strengthen those who want to see the impact of the measures just 
adopted rather than embark on new ones immediately 
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Eurozone Economic Sentiment  
 
Index level OCT SEP AUG JUL JUN MAY 

Economic Conf. 100.7 99.9 100.6 102.2 102.1 102.6 

Industrial Conf. -5.1 -5.5 -5.3 -3.8 -4.3 -3.1 

Consumer Conf. -11.1 -11.4 -10.0 -8.4 -7.5 -7.1 

Services Conf. 4.4 3.2 3.1 3.6 4.4 3.8 

Business Climate  0.05 0.02 0.16 0.17 0.21 0.36 

 
Source: EU Commission 
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