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Eurozone

Euro area economy stagnates in second quarter

A GDP was unchanged in Q2 after 0.2% rise in Q1

A Weakness reflects contraction in Germany and
Italy, and stagnation in France

A PMI data suggest economic growth should
rebound in Q3 but Ukraine remains key risk

A stalling of economic growth in the second quarter
raises concerns that the euro area is sliding back into a
triple dip recession. Many, including the European
Central Bank, point to survey data suggesting such
fears are overplayed, and that growth will revive as
previously-announced stimulus takes effect. But the
renewed weakness will certainly fuel louder calls for
the ECB to do more to reinvigorate economic growth
across the single currency area.

GDP stalls

Data from Eurostat showed gross domestic product in
the eurozone was unchanged in the three months to
June. The second quarter disappointment follows only
modest growth of 0.2% in the first quarter and leaves
the economy some 2.5% smaller than its pre-crisis
peak reached in the first quarter of 2008.

There was a curious variance of growth across the

region. Germany and lItaly both contracted by 0.2%

and France stagnated. However, Spain, Portugal and Second quarter GDP % change
Slovakia enjoyed robust growth of 0.6% while the

Netherlands reported growth of 0.5%. Austria grew

0.2% and Belgium and Finland both eked out growth of

0.1%.

Contrast with robust PMI

Looking at the largest member states, the biggest
surprises were the downturns seen in Germany and
Italy. PMI survey data had signalled robust growth in
Spain and the Netherlands and a stagnation in France,
but had also indicated a strong second quarter
expansion in Germany and modest growth in Italy.

The Eurozone PMI had consequently signalled a
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second quarter of approximately 0.3-0.4%.



