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Eurozone | Some improvement in growth and inflation figures, though 

risks persist

Eurozone growth stabilized at 0.2% QoQ in 3Q19, slightly better than expected, underpinned by the 

resilience of domestic demand. Private consumption and investment gained some ground across 

countries. Germany grew slightly driven by the significant contribution of net exports.

Hard data up to September point to a halt in the deterioration of manufacturing and exports, while retail 

sales grew at a steady pace driven by still improving labour market conditions. The increase in exports 

was pushed by those to the UK, but weak foreign orders point to a still gloomy external outlook ahead. 

Industrial production seems to have stabilized, though leading indicators do not signal a clear 

improvement yet.

The worsening of confidence indicators has halted in 4Q19 driven by a less negative manufacturing, 

despite some contagion to services and consumers’ mood. Across countries, German figures point to a 

weaker industry sector and further reduction in services expectations, but are more than offset by higher 

consumers’ sentiment. The latter contrast with some moderation in the rest of member states.

Weak momentum expected to extend into 4Q19. Our MICA-BBVA model projects Eurozone quarterly 

growth to remain broadly steady at low levels (0.1%-0.2% QoQ). Combined with slightly higher growth 

in 3Q19, this puts a slight upward bias to our projection of annual GDP growth of 1.1% in 2019.

Core inflation surprised on the upside, reaching 1.5% in November, driven by the strong increase in 

services prices. However, sustainability of this higher rates has yet to be proved. We continue to expect 

a gradual upward trend in core inflation in coming months to levels still below the ECB target.

Risks remain tilted to the downside. The probability of a hard Brexit or higher car tariffs in the short term 

seems to have declined, but could arise again next year. Political noise in several countries (more 

recently in Germany and Italy) could delay progress towards much needed reforms in the Eurozone.
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Private consumption and investment gained some ground across member states, while Germany grew 

slightly (better than the feared technical recession) driven by the significant contribution of net exports.

EZ growth stabilized at 0.2% QoQ in 3Q19 , slightly better than expected, 

underpinned by the resilience of domestic demand

Source: Eurostat and BBVA Research

GDP AND EXPENDITURE CONTRIBUTION BY COUNTRY

(% QOQ, PP)
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Source: Eurostat and BBVA Research

Exports grew again in September, offsetting previous falls, but are still 

affected by lower global demand and uncertainty on the trade war and Brexit

The increase in exports in 3Q19 was supported by the positive contribution of sales to the UK, while those 

to Asia declined. As a result, net exports did not weigh on growth in the Eurozone as a whole. Looking 

forward, weak foreign orders point to a still gloomy external outlook in the short-term.

TRADE BALANCE

(EUR BN; % GDP)

EXPORTS BY DESTINATION
(% QOQ; PP)
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Source: Eurostat and BBVA Research

INDUSTRIAL PRODUCTION

(LEVEL; % QOQ)

IP CAPITAL EQUIPMENT, INVESTMENT AND CAPACITY 

UTILIZATION
(% QOQ; %)

Industrial production seems to have recovered some ground in 3Q19 

supported by capital and durable consumer goods

However, confidence and leading indicators do not signal a clear improvement in the short-term, increasing 

concerns on the effect of more structural factors, mainly related to the car sector and disruptions in global 

value chains. This, along with lower capacity utilization, suggests that investment is likely to remain weak.
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Source: Eurostat and BBVA Research

PMI AND GDP
(LEVEL; % QOQ)

EC CONFIDENCE SURVEY
(LEVEL)

Worsening confidence halted in 4Q19, driven by a less negative 

manufacturing sector and despite some contagion to services and consumers

These figures suggest that the stabilization of GDP growth extends into 4Q19 driven by the resilience of 

domestic demand (though likely at a somewhat lower pace) and by the better manufacturing outlook.
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Source: Eurostat and BBVA Research

UNEMPLOYMENT BY COUNTRY
(%)

Retail sales recovered up to September, supported by the ongoing 

improvement in the labour market

Wages were increasing at healthy pace during the first half of the year, while the progress of unemployment 

has continued, although more slowly. Low inflation has also contributed to sustain retail sales, though 

consumer confidence is subdued, probably affected by higher economic uncertainty.
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Source: Eurostat and BBVA Research

GDP, CONTRIBUTION BY COMPONENTS
(% QOQ, PP)

GDP AND MICA FORECASTS
(% QOQ)

The weak momentum is expected to extend into 4Q19 driven by the external 

sector, but also the moderation in domestic demand

Our MICA-BBVA model projects Eurozone quarterly growth to remain broadly steady (0.1%-0.2% QoQ). 

This, combined with slightly higher-than-expected growth in 3Q19, puts a small upward bias to our annual 

growth projections of 1.1% for 2019. We maintain our assessment of protracted weak growth into 2020, to 

around 0.8%.
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Source: Eurostat, Bloomberg and BBVA Research

INFLATION AND CONTRIBUTION BY COMPONENTS
(% YOY, PP)

INFLATION SWAPS 5Y5Y
(% YOY)

Core inflation surprised on the upside (1.5%) in November driven by the 

strong increase in services prices, but its sustainability has yet to be proved

Beyond the volatility of services prices related to changes in the treatment of package holidays, recent data 

support our view of a gradual upward trend in core inflation, though it is still clearly below the ECB target. 

Meanwhile, inflation expectations remain very subdued despite the ECB expansive monetary policy.
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This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses data, opinions and estimates at the date of issue of the report, 

prepared by BBVA or obtained from or based on sources we consider to be reliable, but not independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit, 

regarding their accuracy, completeness or correctness.

Estimates this document may contain have been made in accordance with generally accepted methodologies and should be considered as forecasts or projections. Results obtained in the 

past, whether positive or negative, are no guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic context or market fluctuations. BBVA is not responsible for updating 

these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in financial assets or instruments. Nor shall this document or its 

contents form the basis of any contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers should be aware that in no circumstances should they base their investment 

decisions on the information contained in this document. Persons or entities offering investment products to these potential investors are legally required to provide the information needed for 

them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Its reproduction, transformation, distribution, public communication, provision, extraction, reuse, forwarding or use of 

any nature by any means or process is forbidden, except in cases where it is legally permitted or expressly authorised by BBVA.

Disclaimer


