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EUROZONE EUROZONE EUROZONE EUROZONE IN ROUGH PATCH, NOT IN ROUGH PATCH, NOT IN ROUGH PATCH, NOT IN ROUGH PATCH, NOT CRISISCRISISCRISISCRISIS    

Berenberg Macro Flash 

 

GDP Eurozone, qoq change, Q3 2014 
 
Actual:Actual:Actual:Actual:        0.20.20.20.2%%%%    
Previous: 0.1% (revised up from 0.0%) 
Consensus: 0.1% 
Berenberg: 0.1% 
 
External risks weighed on Eurozone growth in Q3 and are likely to continue toExternal risks weighed on Eurozone growth in Q3 and are likely to continue toExternal risks weighed on Eurozone growth in Q3 and are likely to continue toExternal risks weighed on Eurozone growth in Q3 and are likely to continue to    do so for the rest of 2014. do so for the rest of 2014. do so for the rest of 2014. do so for the rest of 2014. 

But Q3 GDP growth, which edged up from 0.1% qoq in Q2 to 0.2%, highlights that the Eurozone has entered a 

rough patch rather than a new recession or crisis. Fundamentally strong Germany remained a key drag. The un-

certainty triggered by Putin’s aggression in Eastern Ukraine, which hurts Germany and other central European 

countries more than Western European countries, weighed on business investment. Once this and other external 

risks fade, delayed investment projects will be carried out and allow Germany to resume its economic leadership 

role. The reform countries on the periphery continued their moderate recovery, with Greece taking the lead. In 

France, actual growth was better than the grim business confidence surveys would suggest. Like France, Italy has 

reform work to do in order to improve confidence and catch up with the reform countries. But plenty of stimulus 

in the pipeline suggests that the Eurozone could reach higher growth levels from mid-2015 than before the latest 

rough patch started. 

 

Eurozone growth rates converged more around the modest overall trendEurozone growth rates converged more around the modest overall trendEurozone growth rates converged more around the modest overall trendEurozone growth rates converged more around the modest overall trend in Q3. Greece led the way with a 

0.7% qoq GDP expansion, followed by Spain with 0.5% qoq (see Chart). Even though Portugal, which suffered a 

major banking crisis in July, lagged slightly behind with 0.2% qoq GDP growth in Q3, the former crisis countries 

are on a solid recovery path, which is broadening from exports to investment and consumption thanks to im-

proved competitiveness and falling unemployment. Unfortunately Cyprus, which was bailed out in 2013 and 

started the reform process a year later, is still not out of the woods, with GDP contracting by 0.4% qoq again. That 

also applies to Italy, where GDP continued to fall, albeit marginally by 0.1% qoq. France’s consensus-beating 0.3% 

qoq expansion was flattered by a 0.8% jump in government spending, which will be difficult to sustain given gov-

ernment plans to cut spending by €50bn by 2017. Germany, meanwhile demonstrated that neither competitive-

ness nor reticent households are its problems with both exports and private consumption continuing to rise. Ma-

chinery investment, which is the problem, will rebound once the external uncertainties fade as the strong funda-

mental position and extraordinarily cheap funding will encourage companies to invest more again. 

 

The rough patch is not over.The rough patch is not over.The rough patch is not over.The rough patch is not over. Survey-based data remained weak at the beginning of Q4, despite some tentative 

signs of stabilisation. The situation in Eastern Ukraine remains tense, and the risk of new sanctions and counter-

sanctions has not disappeared entirely. Political risks, particularly in Greece, could still derail the recovery as long 

as unemployment stays extremely high. ECB stimulus, which is likely to increase further despite the slightly bet-

ter than expected growth data, and the lower euro exchange rate and oil price will need some time to really boost 

the economy, meaning that the Eurozone will have to rely on strength in the periphery and buoyant external de-

mand from the US, the UK and some emerging markets for growth in the meantime. We expect flat GDP in Q4 

before growth resumes again, reaching trend growth rates just below 2% in the second half of 2015. 
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Source: Eurostat 
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% chg sa Q3Q3Q3Q3    ‘14‘14‘14‘14    Q2 ‘14Q2 ‘14Q2 ‘14Q2 ‘14    Q1 ‘14Q1 ‘14Q1 ‘14Q1 ‘14    Q4 ‘13Q4 ‘13Q4 ‘13Q4 ‘13    Q3 ‘13Q3 ‘13Q3 ‘13Q3 ‘13    Q2 ‘13Q2 ‘13Q2 ‘13Q2 ‘13    

QoQ 0.2 0.1 0.3 0.3 0.1 0.3 

YoY 0.8 0.8 1.0 0.4 -0.3 -0.6 

 

Note: new ESA 2010 methodology. Source: Eurostat 
      


