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German economic growth slows more than expected

B GDPrises 0.3% in Q1 after 0.7% increase in Q4
2014

® Slower-than-expected rise likely to be driven by
weak trade data

B |nvestor sentiment deteriorates

German economic growth slowed at the start of 2015,
likely a result of weakening exports. PMI data
meanwhile signalled a continuation of modest growth
moving into the second quarter, but investor sentiment
deteriorated in the light of uncertainties linked to the
ongoing Greek debt crisis.

Economic growth misses expectations

The German economy expanded 0.3% in the opening
quarter of 2015, according to a first estimate from the
Federal Statistical Office Destatis. Economic growth
eased from 0.7% in the final quarter of last year and
was below the Thomson Reuters consensus of a 0.5%
rise.

Destatis reported that positive contributions came
mainly  from domestic  demand. Household
consumption and government expenditure increased
between January and March, supported by record
employment and rising wages.

Fixed capital formation in both construction and
machinery and equipment also continued to rise. The
increase in construction fixed capital confirms signals
sent by Markit's Construction PMI. The survey data
suggested that work on residential building projects
rose at a solid rate over the first quarter as a whole.
Moreover, construction firms reported a second
successive monthly rise in new business in April, which
they partly attributed to a low interest rate environment.
It is, therefore, likely that output growth in Germany’s
building sector will be maintained in coming months.

Destatis meanwhile stated that foreign trade had a
negative contribution to overall Q1 GDP. While both
exports and imports increased on the previous quarter,
imports rose at a much stronger rate according to

provisional results. The Germany Manufacturing PMI
New Export Orders Index has signalled relatively
subdued growth in recent months. While a weak euro
should have helped making German products more
competitive for clients outside the eurozone, uncertain
economic and political conditions in some of
Germany’s main trading partners are likely to have
acted as a drag on the country’s export performance.

German economic growth
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German GDP growth and the PMI
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Positive start to second quarter signalled

Survey data available for April meanwhile suggest that
economic growth was maintained at the start of the
second quarter. Despite falling since the previous
month, the all-sector PMI (a weighted average of the
output/activity indices for manufacturing, services and
construction) is broadly consistent with the German



https://www.destatis.de/EN/PressServices/Press/pr/2015/05/PE15_173_811.html;jsessionid=409C6E805C3B749C0DBA03D64DC9A9E4.cae2
http://www.markiteconomics.com/Survey/PressRelease.mvc/fdf89830ecc647c38e9546fffa70c7a4
http://www.markiteconomics.com/Survey/PressRelease.mvc/dcbfc9aea0e445b18f69927685fccb23
http://www.markit.com/Commentary/Get/23042015-Economics-Flash-Germany-PMI-dips-slightly-as-investor-sentiment-deteriorates
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economy expanding at a quarterly rate of around 0.4%
in  April.  Furthermore, the data show that
manufacturing production increased at a much
stronger rate than seen at the end of last year and
activity growth at service providers remained robust.

Investor sentiment deteriorates

Exchange traded funds exposed to Germany have
seen net outflows of $2.1bn in the second quarter so
far. These quarterly outflows contrast with net inflows
in the first quarter of the year. It is likely that the
deterioration in sentiment reflects a number of factors,
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.

Germany-exposed ETF flows (monthly)

Quarterly net inflow/outflow, $m (light shading denotes partial data only)
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Exchange traded funds (ETF) provide investors with
easy, liquid exposure to various markets. Fund flows
consequently provide a valuable and timely insight into
how investor appetite towards different markets is
changing.

Flash composite PMI data, published on 21% May, will
provide the first insight into the economy’s
performance in the middle of the second quarter.

Oliver Kolodseike
Economist
Markit

Tel: +44 149 146 1003
Email: oliver.kolodseike@markit.com

Click here for more PMI and economic commentary.
For further information, please visit www.markit.com

Purchasing Managers' Index™ and PMI™ are either registered trade marks
of Markit Economics Limited or licensed to Markit Economics Limited.

13/05/2014

compiled by markit


mailto:oliver.kolodseike@markit.com
http://www.markit.com/en/about/news/commentary/markit-economics/markit-economics.page
http://www.markit.com/

