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Flash Germany PMI dips slightly as investor sentiment deteriorates

® Qutput and new order growth slows...
® ... but German economy continues to expand
B ETF data highlights investor uncertainty

The German private sector economy expanded further
at the start of the second quarter, but the pace of
economic growth slowed slightly, according to Markit’s
Flash Germany PMI data. Moreover, exchange-traded
funds (ETF) data signalled a deterioration in investor
sentiment with ETFs exposed to Germany seeing net
outflows for the first time in 2015 so far.

Further expansion in GDP expected

April data signalled further output growth in Germany’s
private sector economy, with the flash Germany
Composite PMI posting 54.2, down from 55.4 in March.

PMI data highlighted that output increased at slower
rates in both the manufacturing and service sectors.
New orders also rose at a weaker rate, as
manufacturers reported only a marginal increase in
foreign new orders. While the weak euro helped
secure new business in export markets, lower demand
in some key markets dampened growth.

Manufacturing and Services PMI Output Indices
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Despite the slight dip in the headline PMI, the survey
data are consistent with the German economy growing
further at the start of the second quarter.

Official data for the final quarter of 2014 signalled GDP
growth of 0.7% and survey data for the opening three
months of the year suggest that the German economy

is likely to have expanded at a slower pace, possibly
down to 0.4% in the first quarter.

Meanwhile, as expected, the German government
revised up their growth projections for 2015 and 2016
yesterday. The German economy is now forecast to
grow by 1.8% both this year and next. Previously, the
government had expected growth of 1.5% for 2015 and
1.6% for 2016. While Sigmar Gabriel, Germany's
minister for economic affairs and vice chancellor said
that “driven by a continued strong performance in the
labour market with rising wages and increasing
employment, Germany is on a solid growth path” he
also reminded that the country has “to make efforts
especially to improve our medium-term growth
prospects.” He also noted that “investment in
education and research, in infrastructure, as well as a
better environment for private investment, are
important starting points.”

Private sector economists are on average pencilling-in
stronger growth of around 2% for this year, but the
weakness in Apri’'s PMI data suggest the
government’s forecast is currently looking the most
realistic.

German GDP and the PMI
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Investor sentiment deteriorates

Exchange traded funds exposed to Germany
meanwhile have seen net outflows of $1.48bn so far in
April. These monthly outflows contrast with net inflows
in each of the first three months of the vyear.
Nevertheless, so far this year, German-exposed ETFs
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have seen a $3.60bn net inflow, with the ECB’s
announcement of quantitative easing and signs of
stronger economic growth likely to have boosted
investor sentiment.

Germany-exposed ETF flows (monthly)

Monthly net inflow/outflow, $m (light shading denotes partial data only)
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However, April data are a reminder that there remain
some uncertainties facing investors, including the
ongoing debt crisis in Greece and the impact of a
potential default or ‘Grexit’ on the eurozone, as well as
concerns about economic conditions abroad that could
affect German exports.

The deterioration in investor sentiment is also reflected
by the first drop in the ZEW’s Economic Sentiment
Index in six months and a weakening of the German
Dax 30. The Dax soared some 25% between the
beginning of the year and the second week of April to
reach an all-time high of nearly 12,400 points. The
index has since then dropped 3%.
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Click here for more PMI and economic commentary.
For further information, please visit www.markit.com
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