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Berenberg Macro Flash 

EUROZONE M1: HAVE MONEY, WILL SPEND 

The turmoil in emerging markets is hitting the Eurozone at a time when the domestic fundamentals are 

better  or at least much less fragile - than they have been for many years. The likely loss in exports to 

many emerging markets and a possible small hit to business expectations in the more export-oriented in-

dustries of core Europe will probably prevent the firming of economic growth which would have happened 

otherwise in the next few quarters. But the data available so far suggest that the Eurozone is resilient 

enough to cope with an external shock with no more than modest damage. 

 

tem. Households and companies have 

money to spend, the credit cycle is turning up. Ever since the ECB started to shift to a suitably aggressive 

monetary policy in June last year, our favourite leading indicator for the broader trend in the Eurozone 

business cycle, real M1 money supply, has advanced strongly (see chart). In July, the annual rate of M1 

growth rose further to 12.1% from an already exceptionally strong 11.7% yoy gain in June. Taken at face val-

ue, the data show that households and companies are now holding liquid balances that would suffice to 

and companies now spend their money more cautiously than before, preferring to hold a larger cushion of 

precautionary cash balances. As a result, the surge in real M1 overstates the extra spending to come. But as 

the chart shows, real M1 remains a good predictor of cyclical turning points and of the overall direction into 

which aggregate demand is heading some three quarters later. 

 

5.3% yoy in July from 4.9% in June. More importantly the flow of credit to the private sector increased fur-

ther, with the growth rate of loans picking up to 1.4% yoy from 0.9% in June. Until last autumn, the volume 

e-

tary policy is working. While lending to households firmed further to 1.9% yoy after 1.7%, the growth of 

loans to non-financial companies picked up to 0.9% from 0.2% in June. That points to some strengthening 

of business investment to complement the ongoing recovery in the housing market. 

 

FRANCE: BUSINESS CONFIDENCE UP 

In line with the gain in German Ifo index, French business confidence rose in August to 100 from 99 in July, 

with manufacturing confidence up from 102 to 103. For overall business sentiment, this is the best reading 

since August 2011. The most important subcomponent of the survey, namely the responses to the question 

whether companies expect to increase their own output, turned up as well, from a balance of +5 in July to +7 

in August. Monthly survey data are volatile. For France, these Insee data contradict the weaker flash read-

ing for the manufacturing PMI. Still, it is reassuring that, even for France, the overall survey evidence avail-

able so far does not point to any new problems. 

 

Of course, it is early days. The equity market turmoil of Friday and Monday cannot have had a significant 

effect on these surveys yet. It will take a few weeks until the likely drop in export orders to those emerging 

markets which are now suffering badly from capital outflows fully registers with companies. We look for 

some correction in business expectations across core Europe in the next few months. But it is still worth 

emphasising: the strength of exports to the US and UK, the boost from low oil prices as well as the strong 

rebound in Spain and the return to modest growth in Italy after a long recession enables the Eurozone to 
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cope with an emerging market shock much better than it could have done some two or three years ago. 

Even for Germany, arguably the most exposed country in Europe to any kind of external shock, 75% of its 

exports go to developed countries rather than emerging markets. 

The power of money: Real M1 and Eurozone GDP growth 

 
Yoy changes in real M1 and real GDP; real M1 advanced by thtree quarters, on left-hand scale.  
Source: ECB, Eurostat, Berenberg 
 

 

ECB monetary data 

yoy change % JULY JUN MAY APR MAR FEB 

M3 5.3 4.9 5.0 5.3 4.7 4.1 

M1 12.1 11.7 11.2 10.5 10.0 9.1 

Private sec. loans 1.4 0.9 1.0 0.8 0.8 0.6 
Source: ECB 
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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 (Wertpapierhan-

delsgesetz), 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 regard-

 himself or exercising his own judgements. The 

message may include certain descriptions, statements, estimates, and conclusions underlining potential devel-

opment 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 con-

tact capitalmarkets@berenberg.de.  
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