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GDP data confirm survey signals of modest third quarter economic growth

® GDPrises 0.2% in Q3, Ql revised up to 0.1%
® Germany avoids recession with 0.1% growth
B France sees 0.3% growth, Italy contracts

B Greece leads growth rankings

The Eurozone enjoyed slightly stronger than expected
economic growth in the third quarter, providing
welcome news that fears of a renewed recession look
exaggerated. However, the data will diminish hopes
that the ECB will feel the need to take further action to
stimulate growth.

Official data from Eurostat showed that's gross
domestic product rose by 0.2% in the three months to
September. The region is also now estimated to have
grown 0.1% in the second quarter rather than having
stagnated, as previously estimated.

The official data confirm business survey data which
show the eurozone economy struggling to expand in
the face of numerous headwinds but nevertheless
managing to eke out modest growth and avoid
recession. High levels of unemployment continue to
hold back consumer spending, while businesses in the
core countries of France and Germany continue to cut
back on investment in a sign of increased economic
uncertainty and widespread pessimism about the
outlook.

The surveys point to further malaise extending into the
fourth quarter, adding to the impression that there are
few signs of the region pulling out of this torpor. The
headline Markit Eurozone PMI recorded 52.1 in
October, down slightly from an average of 52.8 in the
third quarter and running at a level signalling another
modest 0.2% expansion of GDP in the fourth quarter.

Policymakers will at least be reassured that fears of a
renewed recession look overplayed, for the time being
at least. The better than expected GDP reading
(analysts were on average anticipating a mere 0.1%
rise) means the ECB looks even less likely to
announce any further measures to boost growth until it
can assess the impact of the additional €1 trillion of
liquidity it already plans to inject into the economy.

Eurozone economic growth and the PMI
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Germany skirted recession by the narrowest of
margins, with GDP rising 0.1% in the three months to
September after a 0.1% decline in the second quarter
(which was revised up from a 0.2% contraction). The
stagnation seen over the past two quarters as a whole
is a major concern, especially after Germany provided
such a strong contribution to growth in the region at the
start of the year. GDP had surged by 0.8% in the first
guarter. Both households and exporters helped boost
the German economy in the third quarter, but capital
expenditure suffered a worryingly sharp decline.
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France reported 0.3% growth of GDP, likewise
rebounding from a 0.1% decline in the second quarter
to thereby avoid falling back into a technical recession.
France’s performance was flattered, however, by a
0.8% jump in government spending, the largest rise
since the second quarter of last year. Once a 0.3%
contribution from inventories to GDP in the third
quarter is also taken into account, the French
economy’s performance suddenly looks a lot worse
than indicated by the headline GDP number. As in
Germany, a sharp decline in capital expenditure also
raises worries about business confidence and points to
weak future growth.

Signs of growth reviving in some peripheral countries
was confirmed, with Spain’s economy growing by
0.5% and Greece by 0.7%, leading the euro area
growth table. Italy, however, suffered a 0.1% drop in
GDP as its slid back into its third recession since the
financial crisis struck.

In other countries, the Netherlands and Belgium GDP
growth came out in line with the euro area average of
0.2% but Austria’s economy was stagnant.
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