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MACRO UPDATE: CHINA, UKRAINE, CATALONIA 

Berenberg Macro Flash 

CHINA: RESILIENT  

The latest trade data point to continued solid growth in China. Exports rose a solid 11.6% yoy in October, down from 

15.3% in September but beating consensus. Imports rose 4.6% yoy, down from 7.0%. That was a little below consensus but 

far better than the average of 2.8% yoy growth over the past 12 months. The data suggest trade made a solid contribution to 

Chinese growth in October. The more detailed monthly data out on Thursday will give a more rounded picture of the econ-

omy, but these latest data pose little challenge to our view that China will grow 7.4% this year and 7.2% next year.  

 

That being said, the gradual weakening of growth momentum in China could raise speculation that the authorities will inject 

more stimulus. They have plenty of room to do that. Producer prices fell 2.2% yoy in October, not wildly different from the 

trend fall over the past 12 months, but pointing to little inflationary pressure in the pipeline. Headline consumer price infla-

tion registered 1.6% yoy in October, unchanged from the previous month. The authorities have all the levers of macro 

policy available to counter any slowdown that threatened to push up unemployment. Private savings are high, inflation is 

low and China has huge foreign exchange reserves. China may hit problems, but it can contain them. We look for Chinese 

growth to slow gradually over time, reached 6.8% in 2016. 

 

CATALONIA: A VOTE WITH LIMITED CONSEQUENCES 

Of the 40-45% of voters in Catalonia taking part in a non-binding consultation, about 81% reportedly cast their ballot for 

independence. The result strengthens the pro-independence movement led by the regional government which had called the 

ballot despite objections from Spain’s constitutional court. But the turnout is not an overwhelming endorsement of inde-

pendence either. The Catalan nationalists cannot achieve their dream of independence within the European Union against 

Madrid. A new country cannot join the EU unless all current members agree, which gives Spain a veto over such Catalan 

aspirations. The practical consequences of the consultation will be very limited. In the end, Barcelona and Madrid will have 

to talk to each other to agree a new deal for more autonomy for Catalonia within Spain, presumably with more tax autono-

my for Catalonia, but well short of full independence. For markets, the Catalan issue should be no more than a mild irritant. 

 

RUSSIA: ESCALATING THE CONFLICT AGAIN? 

Following reports a week ago about Russia sending more troops, tanks and other heavy equipment into the Russian-

controlled separatist fiefdoms of Luhansk and Donetsk, fighting has reportedly escalated in the last few days in Eastern 

Ukraine. Backed by heavy artillery, the pro-Russian forces may be making a further attempt to take over Donetsk airport 

and some other strategic points. NATO, the US and the EU have voiced serious concern about Russia’s apparent violation 

of the Minsk armistice agreement.  

 
We cannot know what Putin is up to. While he may think that he could get away with a limited new campaign, incurring 

only mild extra sanctions as a consequence, an almost full-scale war could be very expensive for Russia. Russian casualties 

could also be bad for Putin’s popularity back home. The base case underlying our economic forecasts is that the conflict in 

Eastern Ukraine will not turn into an almost full-scale war again. But with its economy flagging ever more, Russia is a 

wounded bear. The risk that the wounded bear may lash out again against its neighbours remains one of the key risks to our 

economic calls. It would retard the gradual rebound in core European business confidence and investment which we project 

for early 2015.  
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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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