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Economic opportunities, geopolitical risks. This remains the best summary of the outlook for 2024 and
2025. The unprecedented Iranian attack on Israeli targets casts a shadow over the economic and financial
outlook beyond the region itself. The risk that the conflict in the Middle East may escalate further has in-
creased. Attention focusses on the Israeli reaction to the Iranian strike with more than 300 drones and mis-
siles, of which 99% were intercepted according to the Israeli military (if only the much bigger Ukraine had
enough air defences of the same scale). The US is reportedly trying to restrain any Israeli response while
Saudi Arabia is talking to Iran to de-escalate the situation. Beyond the new bout of uncertainty, the current
conflict between Israel and Iran should not impact the global economy severely. Remember that neither the
war in Gaza nor the Houthi attacks on Red Sea shipping have so far made a major difference to the global
economic and financial outlook. A disruption of oil shipments through the Strait of Hormuz would be a very
different matter, though. This remains the key risk to watch, especially as Iranian forces had kidnapped a
container ship in international waters on Friday. But as a disruption of oil exports would also hurt Iran badly,
the mullahs presumably will not want to go that far. For the time being, we base our forecasts on the as-
sumption that this risk will not materialise.

Economic outlook: forecast upgrades

At the start of the year, we were slightly more optimistic than consensus on the growth outlook for many
regions of the world. Since then, the newsflow has mostly been a bit better, or at least less subdued, than
expected. The process of raising forecasts for growth, or of adjusting the balance of risk to the upside, con-
tinues. We made a few modest changes last Friday:

US GDP: Projecting an annualised rate of 2.4% growth for US Q1 GDP, the Atlanta Fed’s widely watched now-
cast model is in line with our 2.3% call (data due on 25 April). More importantly, surveys point only to a
modest loss in US momentum going forward. While the ISM composite index fell to 51.3 in March after aver-
aging 52.1in Q12024 and 51.1in Q4 2023, University of Michigan consumer expectations held roughly steady
in April at 77.0 after a 76.6 average for Q1. We raise our forecast for annualised US GDP growth in the next
two quarters to 1.5% from 1.1% for Q2 and to 1.6% from 1.3% for Q3. This raises our calls for average annual
growth in the US by one notch for this year (from 2.4% to 2.5%) and for next year (from 1.7% to 1.8%). We still
assume that US growth will temporarily decelerate to modestly below the 2% trend rate later this year as the
impact of monetary restriction will no longer be fully offset by a fiscal stimulus that we expect to gradually
fade over time. If the Fed starts to cut rates in December, as we expect, US growth may return roughly to its
trend rate in spring 2025.

UK GDP: Following a mini-recession in late 2023, the UK economy is turning the corner a bit faster than we
had projected in our above-consensus calls. Although the economy expanded merely by 0.1% mom in Febru-
ary, the upward revision to the preliminary January result from 0.2% to 0.3% mom puts the economy on track
for a gain of at least 0.3% for Q1 as a whole. We thus raise our call for Q1 growth (non-annualised) from 0.2%
to 0.3% qoq. This takes the forecast for the year as a whole to 0.5% after 0.1% last year.

French GDP: After outperforming the Eurozone last year with 0.9% growth versus 0.5% for the region as a
whole, France is facing some significant problems, including a need to rein its excessive fiscal deficit (5.5%
of GDP in 2023). However, the rise in INSEE survey for services to -4.8% in March from -6.7 in February and
-8.4in Q4 2023 suggests that the economy continued to expand modestly early this year despite an apparent

1/3


https://www.berenberg.de/uploads/web/Economics/Documents-EN/Macro-Views/240411-ECB-AND-FED-THE-GROWING-GAP.pdf

PARTNERSHIP SINCE 1590

decline in manufacturing output. We thus raise our projection for French GDP to 0.1% qoq from flat for Q1
2024. This lifts our call for the year as a whole from 0.7% to 0.8%, one notch above our 0.7% call for the
Eurozone as a whole.

German GDP: Germany remains the major drag on the near-term outlook for the Eurozone. We expect the
economy to regain momentum over the course of the year to qoq growth rates of 0.4% in 2H 2024. But due
to a likely soft start into the year, growth for 2024 as a whole will likely come in at a mere 0.1% after -0.1%
last year. But even for Germany, the newsflow is improving. Ifo business expectations rebounded sharply to
a ten-month high of 87.5 in March from 84.4 in February and 83.4 in January. Whereas monthly data are too
volatile to read much into them, the 2% mom rise in German manufacturing in February from a January level
that had been in line with the soft Q4 average indicates that the risks to our German call are tilting less to the
downside than before.

For our detailed projections, see our weekly Forecasts at a Glance (12 April 2024).
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Disclaimer

This document was compiled by the above mentioned authors of the economics department of Joh. Berenberg, Gossler & Co. KG (hereinafter referred to as “the Bank”).
The Bank has made any effort to carefully research and process all information. The information has been obtained from sources which we believe to be reliable such
as, for example, Thomson Reuters, Bloomberg and the relevant specialised press. However, we do not assume liability for the correctness and completeness of all
information given. The provided information has not been checked by a third party, especially an independent auditing firm. We explicitly point to the stated date of
preparation. The information given can become incorrect due to passage of time and/or as a result of legal, political, economic or other changes. We do not assume
responsibility to indicate such changes and/or to publish an updated document. The forecasts contained in this document or other statements on rates of return, capital
gains or other accession are the personal opinion of the author and we do not assume liability for the realisation of these.

This document is only for information purposes. It does not constitute investment advice or recommendation to buy financial instruments. It does not replace consult-
ing regarding legal, tax or financial matters.

Remarks regarding foreign investors
The preparation of this document is subject to regulation in the United Kingdom. The distribution of this document in other jurisdictions may be restricted by law, and
persons into whose possession this document comes should inform themselves about, and observe, any such restrictions.

United Kingdom
This document is meant exclusively for institutional investors and market professionals, but not for private customers. It is not for distribution to or the use of private
investors or private customers.

United States of America

This document has been prepared exclusively by the Bank. Although Berenberg Capital Markets, LLC (“BCM”), an affiliate of the Bank and registered US broker-dealer,
distributes this document to certain investors, BCM does not provide input into its contents, nor does this document constitute research of BCM. In addition, this
document is meant exclusively for institutional investors and market professionals, but not for retail investors or private customers. It is not for distribution to or the
use of retail investors or private customers. BCM accepts responsibility for this research document’s contents and institutional investors receiving this research and
wishing to effect any transactions in any security discussed herein should do so through BCM and not the Bank.

Please contact Berenberg Capital Markets, LLC (+1 646 949 9000) if you require additional information.

Copyright
The Bank reserves all the rights in this document. No part of the document or its content may be rewritten, copied, photocopied or duplicated in any form by any means

or redistributed without the Bank’s prior written consent.
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