
M A C R O  N E W S                                    2 1 / 0 4 / 1 5  
 

1/1    

 
Germany is doing fine. In fact, it may now be doing so well that some observers believe it can’t get much better. That seems 

to be the message from German ZEW investor confidence. While the headline measure for German investor expectations 

fell slightly from 54.8 in March to 53.3 in April after five monthly gains, the assessment of the current situation in the Ger-

man economy surged very strongly from 55.1 to 70.2, the best level since the euro crisis escalated in July 2011. As the re-

spondents to the ZEW survey now believe that current growth is much stronger than they thought last month and is now 

already very good (current assessment), the room for further gains (economic expectations) is becoming a bit more limited. 

At the margin, concerns about Greece may also be restraining German expectations. Still, the German expectations index 

remains far above its long-term average of 24.8. Strong tailwinds from a robust labour market, low oil prices and a competi-

tively priced exchange rate as well as the reform successes in countries such as Spain are propelling the German economy 

forward. 

 

Starting from a lower base, the room for further gains in cyclical dynamics is more pronounced in the Eurozone as a whole 

than in Germany. Contrary to the small drop in expectations for Germany, the ZEW’s separate index of expectations for 

the Eurozone inched up further from 62.4 in March to 64.8 in April, the sixth gain in a row. 

 

Major moves in the ZEW tend to lead economic growth by some 4-6 months. The strong gains in the German and Euro-

zone ZEW seen since November 2014 project significantly firmer growth for the next few quarters. However, the level of 

the ZEW itself does not fully correlate with the precise pace of growth. More forward-looking and more influenced by 

financial market gyrations than indices of business confidence, the ZEW tends to be a bit more fickle than, for example, the 

German Ifo index due Friday. 

 

The ZEW results for April are fully in line with our calls for firmer growth and for a better balance in the Eurozone, with 

some countries at the euro periphery (Spain and Ireland) likely to grow faster than Germany in 2015 and 2016 and even Italy 

finally returning to noticeable growth. At the margin, the ZEW results suggest a risk that growth at the moment may even 

be slightly above our expectations. 
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