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MACRO UPDATE: GERMANY, UKRAINE, JAPAN 

Berenberg Macro Flash 

GERMAN RETAIL SALES DIP ON WEATHER, HOLIDAY TIMING  
German retail sales, mom, September 2014 

 

Actual:  -3.2% 

Previous: 1.5% (revised down from 2.5%) 

Consensus: -0.9% 

Berenberg: -1.0% 

 

The expected drop in German retail sales in September after a surge in August was aggravated by an unusually steep 

decline in textile sales. Overall sales declined by 3.2% mom in September, after a 1.5% increase in August. Clothes sales 

were the key culprit: their drop by 7.3% yoy was probably caused by mild weather in the beginning of autumn, which dis-

couraged households from splashing out on autumn and winter collections. Germany’s retail sales series is extremely volatile 

and usually subject to large revisions in subsequent releases. A moderate uptrend in retail sales remains intact: in September 

were 2.3% higher than a year ago; in the first 9 months of the year, sales increased by 1.0% compared to 2013. Car sales, 

which are not part of retail sales, were up by 1.2% qoq in Q3 before the September data. However, for Q3, retail sales cur-

rently point to a drop by 0.4% qoq, which increases the risk that Germany could see a second successive quarterly GDP 

contraction and thus technically be in recession. Over the coming weeks, industrial data for September will be published and 

very likely correct the sharp holiday-induced declines in August. Overall, we expect German GDP to have grown minimally 

(0.1% qoq) in Q3. 

 

The fundamental outlook for German consumption remains strong. Wages rose by 3.8% yoy on average in H1 2014 

while inflation fell to 0.7% in October, consumers real purchasing power increases substantially. The labour market remains 

buoyant with jobs growth continuing and unemployment at very low levels. Low interest rates create a disincentive to save. 

With incomes rising and job security high, consumption growth should remain one of the pillars for German economic 

growth in the coming years and also an important driver of demand for export goods from the rest of the Eurozone. 

 

German retail sales, real 

% SEP AUG JUL JUN MAY APR MAR 

mom -3.2 1.5 -0.9 1.1 -0.3 -0.5 -0.3 

yoy 2.3 -0.7 1.2 0.1 2.3 3.6 -0.6 

 
Source: Destatis  
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UKRAINE/ RUSSIA DEAL: REASON PREVAILS 
Yesterday’s gas deal between Russia and Ukraine is another step towards easing the tensions which triggered the confidence 
decline in Germany and thus the current economic rough patch in the Eurozone. After (1) the shaky cease-fire agreement in 
Eastern Ukraine in early September and (2) the Ukrainian elections last weekend, which brought a vast majority for pro-EU 
moderates, the gas deal for the winter months is third important step which should help limit the risk of a renewed escala-
tion of the conflict. 
 
The situation in Eastern Ukraine remains extremely tense and internationally unrecognised elections on Sunday could 
heighten them again. The humanitarian suffering remains immense. But Russia’s economic crisis, aggravated by Western 
sanctions and the sharp drop in the oil price, has increased the cost of meddling in Ukraine. A rational Putin would not risk 
an expensive further war. Brokering a face-saving deal for both sides to settle the conflict remains a serious challenge for the 
EU. But the latest progress should reduce fears over energy supplies in Europe this winter and further sanctions against 
Russia. That should help stabilise business confidence in Germany (see Chart). Some damage is already done: German and 
Eurozone output are likely to stagnate in H2 2014. But a confidence rebound in Germany could return the Eurozone to 
recovery mode by Q2 2015. 
 
Chart: easing Ukraine tensions already stabilising confidence? 

 
EU Economic Sentiment Index. Periphery = Italy, Spain, Portugal, Greece weighted average. Source: EU Commission 
 

JAPAN: WEAK DATA TRIGGERS BOJ RESPONSE 
The Bank of Japan has reacted to further evidence that Abenomics is losing its magic. Against strong internal opposition, 
the Bank of Japan increased its already extremely aggressive annual asset purchase target from ¥70trn to ¥80trn (17% of 
GDP).In September, inflation declined from 3.3% to 3.2%, the jobless rate increased from 3.5% to 3.6% and overall house-
hold spending fell by 5.6% yoy after 4.7% in August. The BoJ’s reaction is understandable given the target to increase infla-
tion expectations to 2%. But it is a risky move, which could relieve the pressure on the government to finally deliver the 
serious structural reforms promised when Prime Minister Abe launched his large stimulus programme in 2012. Without 
those reforms, such as opening up the domestic economy to more competition and addressing the demographic problem 
with more immigration, the monetary and fiscal stimulus of Abenomics risks remaining an expensive flash in a pan. 
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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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