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 Euro Area: 1Q16 surprises positively with GDP growth of 0.6% q/q 
and 1.6% y/y 

The first flash estimate of GDP of the Euro Area in 1Q16 showed an 
acceleration on a quarterly basis; at +0.6% q/q, it was clearly above the 
market expectations of -0.4% q/q. On a yearly basis, the 1.6% GDP 
growth has remained stable since 2Q15. France and Spain surprised 
positively. With strong consumption and a positive trend in investments, 
France exhibits a good structure/composition. As expected, due to low 
exports, the current account of France was negative. Spain, with its stable 
growth of 0.8% q/q, surprised slightly positively. No details were published 
for the other countries. 

Economic Sentiment Indicator (ESI) rose to 103.9 in April 

The ESI of the Euro Area saw a positive development. Positive triggers 
came from consumer trust, the service sector and the industry sector. For 
insight into the second quarter of 2016, increased expectations with 
regard to future demand are to be evaluated positively. On the country 
level, sentiment rose in Italy and Germany. In France and Spain, the 
slightly decreasing trend persists. 

Drawing on the positive surprise regarding GDP for 1Q16 and the 
increased ESI survey results in April, for 2Q16, we expect a stabilization 
of the Euro Area growth at 1.5% to 1.6% y/y. However, the upward risks 
to our forecast have increased with the data presented today.  

Inflation fell to -0.2% y/y in April 

Inflation showed a negative development. At -0.2% y/y, it is still under the 
market expectations of -0.1% y/y. Core inflation fell from 1% y/y in March 
to 0.8% y/y in April. Energy prices continue to be a burden. The negative 
pressure from energy prices was enhanced by the pressure from service 
prices, which fell from +1.4% y/y in March to +1.0% y/y in April. 

For 2016, we expect inflation to be at 0.6%. A further decrease in oil 
prices below USD 40 in the annual average represents a downwards risk 
for our forecast. 

Loan growth in March continues, but is losing momentum. Based on 
seasonally-adjusted data from the ECB, loan growth to households 
stabilized at 1.6% y/y in March, while loan growth to companies 
decelerated slightly to 1.0% y/y (previously 1.0%). The credit impulse 
(ratio of changes in the growth pace of loans to GDP), however, which is 
of importance for the dynamics of the economy, eased further in March.       
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MSCI-EM Currency Index vs. CRB 
Commodity Index 
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Continued loan growth is a major supporting element for Eurozone 
economy. Since banks in the Eurozone expect a further easing of credit 
standards in 2Q16, we deem a further slight acceleration of loan 
growth in 2Q16 as realistic, which should render support to consumption 
and investments. However, it would be important for the April loan data to 
lift the credit impulse again.       
 
Spain – snap elections in June almost inevitable. The Spanish King 
will not be able to propose a candidate for head of government to the 
Parliament, due to a lack of agreement between the political parties. Snap 
elections (on June 26) thus seem very likely at the moment. 
 
On the basis of the favorable economic development, capital markets 
remain calm. Nonetheless, the unexpectedly high public deficit for 2015 
(above 5%) has shown that Spain urgently needs a new government in 
order to consolidate its public finances. Due to the financial position of 
the public finances, the room for manoeuvre of the new government will 
be limited.   

Greece – EC cites important progress in talks. The creditors and 
Greece have made important progress on a policy package that should 
pave the way for discussions on the conclusion of the first review of the 
aid program. 

Based on statements from several representatives of the EC 
regarding the status of the negotiations with Greece, the probability 
of a successful conclusion of the first program review has 
risen. There are still issues with additional austerity steps that would kick 
in if the original agreed targets are missed. On May 9, Eurozone finance 
ministers will hold an extraordinary meeting to discuss the 
progress. In July, large debt repayments are due (more than EUR 2bn) 
and without fresh money from the current support program, Greece will 
not be able to meet them. Thus, time is running out. But, based on 
statements from all parties, an agreement is getting closer.      

FOMC leaves door open for rate hike in June 
 
After the most recent two-day meeting of the FOMC toned down its risk 
assessment.  
 
This is not a clear signal for a rate hike in June, but certainly a step in this 
direction. The FOMC will still want to wait for further data before deciding 
on the next hike. We think that economic demand should pick up going 
forward and, accordingly, a rate hike at the next FOMC meeting in June 
is for us the most likely outcome.  
 
 
Emerging Markets – Manufacturing PMI data due May 2/3 
 
For major Emerging Markets, manufacturing PMI data for April will be 
released next week (May 2/3). In March, the sentiment already improved 
slightly, mainly due to the positive data from India and China.  
 
In line with the encouraging development of several other indications 
(rising commodity prices together with rising Emerging Market currencies), 
we expect manufacturing PMI data next week in Emerging Markets to 
rise as well. Despite the recent political turmoil, the sentiment in Brazil 
should benefit from the encouraging environment as well, since the 
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market’s focus has now shifted to economic measures of a possible new 
government. Provided that the positive environment for Emerging Markets 
continues in 2Q16, the Eurozone economy should benefit as well. During 
the next few weeks, it remains to be seen whether the conditions for 
Emerging Markets would worsen in the case that the US Fed hikes 
rates in June (as we expect).        
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Forex and government bond markets 
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US Treasuries yield curve 
change last week 

DE Bund yield curve 
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Economic calendar 
 
Date Time Ctry Release Period Consens Prior

29-Apr 7:30 FR GDP y/y 1Q A 1.0% 1.3%

29-Apr 7:30 FR GDP q/q 1Q A 0.3% 0.5%

29-Apr 8:00 DE Retail Sales y/y Mar 2.8% 0.7%

29-Apr 8:45 FR CPI m/m Apr P 0.1% 0.8%

29-Apr 8:45 FR PPI y/y Mar -4.1%

29-Apr 8:45 FR Inflation y/y Apr P -0.1% -0.1%

29-Apr 9:00 AT PPI y/y Mar -3.1%

29-Apr 9:00 AT GDP q/q 1Q 0.3%

29-Apr 9:00 AT GDP y/y 1Q 1.1%

29-Apr 11:00 IT Inflation y/y Apr P -0.2% -0.2%

29-Apr 11:00 EA Unempl. Rate Mar 10.3% 10.3%

29-Apr 11:00 EA GDP q/q 1Q A 0.4% 0.3%

29-Apr 11:00 IT CPI m/m Apr P 0.5% 2.1%

29-Apr 11:00 EA GDP y/y 1Q A 1.5% 1.6%

29-Apr 12:00 IT PPI y/y Mar -4.1%

29-Apr 14:30 US PCE Deflator Mar 0.8% 1.0%

29-Apr 16:00 US Univ. Michigan Index Apr F 90.1index 89.7index

2-May 9:50 FR PMI Manufacturing Apr F 48.3index

2-May 9:45 IT PMI Manufacturing Apr 53.5index

2-May 9:55 DE PMI Manufacturing Apr F 51.9index 51.9index

2-May 10:00 EA PMI Manufacturing Apr F 51.5index 51.5index

2-May 16:00 US PMI Manufacturing Apr 51.3index 51.8index

3-May 3:45 CN PMI Manufacturing Apr 49.9index 49.7index

3-May 11:00 EA PPI y/y Mar -4.5% -4.2%

4-May 8:45 FR Trade Balance Mar -5177m

4-May 8:45 FR CA Balance (m) Mar -3924m

4-May 11:00 EA Retail Sales y/y Mar 2.6% 2.4%

04. Mai. 14:15 US ADP Employment Apr 190.1thd 200.1thd

04. Mai. 14:30 US Trade Balance Mar -45m -47m

04. Mai. 16:00 US ISM Non-Manufacturing Apr 54.8index 54.5index

04. Mai. 16:00 US Durable Goods Orders Mar F 1.9% 0.8%

5-May 14:30 US Jobless Claims - 258.9thd 257.0thd

6-May 14:30 US Wages y/y Apr 2.4% 2.3%

06. Mai. 14:30 US Unempl. Rate Apr 5.0% 5.0%

06. Mai. 14:30 US Chg. Non-Farm Payrolls Apr 202.5thd 215.0thd  
Source: Bloomberg, Erste Group Research
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FORECASTS 

 
GDP 2013 2014 2015 2016 2017

Eurozone -0.5 0.9 1.5 1.6 1.8

US 1.9 2.4 2.4 2.3 2.3

Inflation 2013 2014 2015 2016 2017

Eurozone 1.3 0.5 0.1 0.6 1.5

US 1.5 1.6 0.1 1.5 2.1

 
 

current Jun.16 Sep.16 Dec.16 Mar.17

ECB MRR 0.00 0.00 0.00 0.00 0.00

3M Euribor -0.25 -0.25 -0.25 -0.25 -0.22

Germany Govt. 10Y 0.28 0.50 0.70 1.00 1.30

Swap 10Y 0.66 0.80 1.00 1.30 1.60

current Jun.16 Sep.16 Dec.16 Mar.17

Fed Funds Target Rate* 0.37 0.63 0.88 1.13 1.63

3M Libor 0.64 0.93 1.18 1.59 1.80

US Govt. 10Y 1.85 2.30 2.70 3.00 3.10

EURUSD 1.14 1.08 1.08 1.10 1.12

*Mid of target range

 
current Jun.16 Sep.16 Dec.16 Mar.17

Austria 10Y 0.50 0.65 0.85 1.15 1.45

Spread AT - DE 0.21 0.15 0.15 0.15 0.15

 
Source: Bloomberg, Erste Group Research 
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subsidiaries "Erste Group") as other information pursuant to the Circular of the Austrian Financial Market Authority regarding 
information including marketing communication pursuant to the Austrian Securities Supervision Act. This publication serves 
interested investors as additional source of information and provides general information, information about product features or 
macroeconomic information without emphasizing product selling marketing statements. This publication does not constitute 
marketing communication pursuant to Art. 36 (2) Austrian Securities Supervision Act as no direct buying incentives were 
included in this publication, which is of information character. This publication does not constitute investment research pursuant 
to § 36 (1) Austrian Securities Supervision Act. It has not been prepared in accordance with legal requirements designed to 
promote the independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination 
of investment research. The information only serves as non-binding and additional information and is based on the level of 
knowledge of the person in charge of drawing up the information on the respective date of its preparation. The content of the 
publication can be changed at any time without notice. This publication does not constitute or form part of, and should not be 
construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and neither this publication nor 
anything contained herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any 
contract or inclusion of a security or financial product in a trading strategy. Information provided in this publication are based on 
publicly available sources which Erste Group considers as reliable, however, without verifying any such information by 
independent third persons. While all reasonable care has been taken to ensure that the facts stated herein are accurate and 
that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its 
representatives and employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-to-
dateness, completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to websites of 
entities mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses, recommends or 
approves any material on the linked page or accessible from it. Neither a company of Erste Group nor any of its respective 
managing directors, supervisory board members, executive board members, directors, officers of other employees shall be in 
any way liable for any costs, losses or damages (including subsequent damages, indirect damages and loss of profit) 
howsoever arising from the use of or reliance on this publication. Any opinion, estimate or projection expressed in this 
publication reflects the current judgment of the author(s) on the date of publication of this document and do not necessarily 
reflect the opinions of Erste Group. They are subject to change without prior notice. Erste Group has no obligation to update, 
modify or amend this publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any 
opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. The past performance 
of securities or financial instruments is not indicative for future results. No assurance can be given that any financial instrument 
or issuer described herein would yield favorable investment results or that particular price levels may be reached. Forecasts in 
this publication are based on assumptions which are supported by objective data. However, the used forecasts are not 
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Group may act upon or use the information or conclusion contained in this publication before it is distributed to other persons. 
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