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Berenberg Macro Flash 

Eurozone unemployment rate, %, sa, Eurozone unemployment rate, %, sa, Eurozone unemployment rate, %, sa, Eurozone unemployment rate, %, sa, OctoberOctoberOctoberOctober    2014201420142014    
    
Actual:Actual:Actual:Actual:        11.511.511.511.5    
Previous: 11.5 
Consensus: 11.5 
Berenberg: 11.5 
 
Eurozone HICP, yoy, %, Eurozone HICP, yoy, %, Eurozone HICP, yoy, %, Eurozone HICP, yoy, %, NovemberNovemberNovemberNovember    2014201420142014    
    
Actual:Actual:Actual:Actual:        0.30.30.30.3    
Previous: 0.4 
Consensus: 0.3 
Berenberg: 0.3 
 
EUROZONE INFLATION: JUSTIFICATION FOR MONETARY EASINGEUROZONE INFLATION: JUSTIFICATION FOR MONETARY EASINGEUROZONE INFLATION: JUSTIFICATION FOR MONETARY EASINGEUROZONE INFLATION: JUSTIFICATION FOR MONETARY EASING    
No relief for the ECB as Eurozone inflation fell back to 0.3% yoy in November, from 0.4% in October. The sharp 
drop in the oil price since October is to blame as energy price inflation fell from -2.0% to -2.5%. But sticky inflation 
in services, which account for 43% of the HICP basket, also edged back down from 1.2% to 1.1% in November, while 
non-energy industrial goods inflation increased a little from -0.1% to 0.0%, potentially benefitting a bit from the 
lower euro exchange rate. Food price inflation was stable at 0.5%. 
 
Extremely low inflation may benefit consumers’ real purchasing power in the short-term, but it carries the risk 
that inflation expectations adjust downwards, putting the ECB’s price stability target of inflation just below 2% at 
risk. The ECB will have to revise down its inflation forecast for 2015 of 1.1% down significantly on this low staring 
point and the current economic rough patch. Of course, the ECB has already taken a series of measures this year 
to counter that threat. But it is likely to step up its efforts to quickly expand the balance sheet (“quantitative eas-
ing”). A firm statement of intent, potentially even action in the form of adding corporate bonds to the asset pur-
chase targets, is likely at the meeting next week, and as everything is on the table, even sovereign bond purchases 
are possible early 2015. 
 
EUROZONE UNEMPLOYMENT: ITALY STOPS OVERALL PROGRESSEUROZONE UNEMPLOYMENT: ITALY STOPS OVERALL PROGRESSEUROZONE UNEMPLOYMENT: ITALY STOPS OVERALL PROGRESSEUROZONE UNEMPLOYMENT: ITALY STOPS OVERALL PROGRESS    
Labour market improvements in the Eurozone have stalled according to the latest data. Eurozone unemployment 
rose by 60k in October, a second successive increase according to revised back-data. Unemployment was still 
733k below its June 2013 peak, but at the current annual pace of decline of a bit more than 500k, it would take 
more than a decade to reach pre-crisis levels. The unemployment rate, which was stable at 11.5% in October, con-
tinues to hide huge divergences between Germany at 4.9% and Greece at 25.9% (August). Youth unemployment, 
which increased by 13k in October, also continues to differ wildly, from 7.7% in Germany to 53.8% in Spain, alt-
hough low activity rates in the cohort aged below 25% distort the picture. 

 
Not all is bad, though. The rise in unemployment was almost exclusively driven by a huge 90k jump in Italy. Un-
employment declined in Germany, Spain, Ireland and (in August) in Greece. It was stable in Cyprus and marginal-
ly higher in Portugal after a long series of declines. Unemployment rates have dropped by 2 percentage points in 
Spain over the last 12 months, 2.2pcp in Portugal, 1.9pcp in Greece. France and Italy, where unemployment rates 
have increased in that period, are outliers due to a lack of serious reforms. The slow pace of the recovery will 
further delay fast improvements, adding to the long list of reasons for the ECB to do more to support growth. 
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Source: Eurostat 
 
EUROZONE CONSUMERS: EUROZONE CONSUMERS: EUROZONE CONSUMERS: EUROZONE CONSUMERS: GERMANY, SPAIN MODESTLY BETTER IN Q4GERMANY, SPAIN MODESTLY BETTER IN Q4GERMANY, SPAIN MODESTLY BETTER IN Q4GERMANY, SPAIN MODESTLY BETTER IN Q4    
Consumer spending data from major Eurozone economies for October provide a mixed, if overall subdued pic-
ture. German retail sales roseGerman retail sales roseGerman retail sales roseGerman retail sales rose by 1.9% mom in October, continuing the largely calendar-induced volatility over 
the summer. October sales were 0.4% higher than the Q3 average, which had in turn be 0.4% qoq lower than in Q1. 
While that could point to stronger consumer spending in Q4, the correlation with the GDP-component private 
consumption, which rose by a strong 0.7% qoq in Q3 remains patchy. We expect German consumption to remain 
a bright spot amid the economic rough patch in the second half of the year, which is largely driven by weak busi-
ness investment. The healthy rise in the GfK consumer confidence measure for December from 8.5 to 8.7, the 
highest since the post-World-Cup peak of 8.9 in August, points to a strong Christmas sales season. 
 
French consumer spending French consumer spending French consumer spending French consumer spending fell by 0.9% mom in October, a second successive drop. That weak start to Q4 leaves 
sales on track for a 0.9% qoq decline compared to Q3, although the rise in French consumer confidence from 85 to 
87 in November points to some improvement ahead. The weakness does suggest, however, that the GDP growth 
surprise in Q3 of +0.3% qoq may have been a one-off. Retail sales in Spain were upRetail sales in Spain were upRetail sales in Spain were upRetail sales in Spain were up by 1.0% yoy in October on the 
de-seasonalised measure, up from 0.8% in September. That points to modest consumption growth underpinning 
the investment and exports-led recovery which began in mid-2013. Overall, consumption growth in the Eurozone 
remains modest as uncertainty, high unemployment and deleveraging hold back growth in large parts of the Eu-
rozone. Going forward, growth may pick up a bit on low inflation and improving economic conditions, but strong 
expansion remains a distant prospect. 
 
Eurozone 18 unemploymentEurozone 18 unemploymentEurozone 18 unemploymentEurozone 18 unemployment    

sa OCTOCTOCTOCT    SEPSEPSEPSEP    AUGAUGAUGAUG    JULJULJULJUL    JUNJUNJUNJUN    MAYMAYMAYMAY    

UE rate (%) 11.5 11.5 11.5 11.5 11.5 11.6 

UE change (k) 60 30 -130 41 -81 -23 
 

Eurozone inflationEurozone inflationEurozone inflationEurozone inflation    

Yoy, % NOVNOVNOVNOV    OCTOCTOCTOCT    SEPSEPSEPSEP    AUGAUGAUGAUG    JULJULJULJUL    JUNJUNJUNJUN    

HICP 0.3 0.4 0.3 0.4 0.4 0.5 

Core 0.7 0.7 0.8 0.9 0.8 0.8 
Source: Eurostat 
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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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