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German growth is settling in at a nice cruising speed, probably just north of 2%. While the acceleration phase will likely be 

over soon, the economy can continue to expand at that rate for the foreseeable future with the usual odd fluctuations. That 

is the major message from Germany’s broad-based Ifo survey. In the sixth gain in a row, business climate improved further 

from 107.9 in March to 108.6 in April, ahead of the 108.4 Bloomberg consensus. German business climate has reached the 

best level since June 2014 when Putin had escalated his war against Ukraine for a while.  

 

The advance was driven solely by an even more upbeat assessment of current conditions, up from 112.1 to 113.9. Forward-

looking business expectations slipped slightly from 103.9 to 103.5. This pattern, which mirrors the one seen in German 

ZEW investor confidence on Tuesday, makes sense. If the starting situation is already so good, there is less reason to expect 

a further improvement in the next six months.  

 

The Ifo survey provides an antidote to the correction in the purchasing managers’ indices reported yesterday. Taking the 

crop of surveys for April together (small further rise in already stellar GfK consumer confidence, surge in current conditions 

in Ifo and ZEW with a small drop in expectations, correction in PMI, marginal drop in the separate Ifo survey of services), 

the overall picture is one of stability at a high level. That suggests ongoing solid growth without either a major slowdown or 

a major further acceleration ahead in the pace apparently reached already. With a slightly negative base effect from last year 

affecting the average number for this year, we look for a 1.9% gain in German GDP in 2015 followed by 2.3% growth in 

2016. Growth is driven by buoyant private consumption, a gradual rebound in business investment and no major contribu-

tion from net exports as the rise in exports supported by the competitively priced exchange rate will be offset by the extra 

imports which stronger domestic demand is sucking in. 

 

The sector details of the Ifo survey point to a broad-based upswing. Confidence in export-oriented manufacturing rose for 

the sixth time in a row, companies in the construction and wholesale sector also became even more optimistic. The overall 

gain in the Ifo was held back by a correction in the retail sector in April after a very strong reading in March. That probably 

reflects more the timing of the Easter shopping season (more in March than in April this year) than a genuine change in 

trend. The rebound in oil prices is too modest to dent consumer spending much.  

 

Concerns about the recent slew of softer data from the US and China and the noise from Greece are probably weighing a 

little on business expectations. But even with these factors the tailwinds from cheap oil and the 12% depreciation of the 

trade-weighted euro exchange rate relative to the 2013-2014 average are strong enough to let Germany – and other econo-

mies in Europe - weather the occasional hiccups in what seems to be a quite satisfactory upswing that is becoming more 

entrenched over time. 
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