
ECONOMIC RESEARCH 

The 
NewsLine 

 July 22, 2016 
 

 

 

 

 

}  M A C R O E C O N O M I C S  F I N A N C I A L  M A R K E T S  E C O N O M I C  P O L I C Y  S E C T O R S  

E U R O Z O N E  

Eurozone sentiment 
barometer positive despite 
Brexit-vote 
Today’s purchasing managers’ indices (PMIs) for the eurozone 
confirm both our picture of an ongoing upward trend in the 
economy as well as the wait-and-see stance of the ECB. By 
contrast, the PMI for the UK is now signaling an economic 
downturn. 

The July composite purchasing managers’ index for manufacturing and ser-
vices in the eurozone slipped marginally on June to 52.9 points. Whereas the 
survey results in Germany and France improved on the previous month (see 
below), there were declines in the other eurozone countries covered by the 
survey. Various factors are likely to be at play here: In the Netherlands the 
Brexit-vote is likely to have had a greater influence than in other eurozone 
countries due to the close export ties. In Italy the woes of the banks are 
probably weighing on business sentiment. In Spain’s case, the difficulties in 
forming a government in the wake of fresh elections and government deficit 
problems (business tax increases on the table) are probably casting a pall. 

In Germany the PMI for manufacturing was down on June but the drop was 
significantly lower than the sharp rise seen in the previous month.  The 
services PMI improved and the composite index climbed to 55.3 points in July, 
its highest level since December last year. Among the survey results, the 
performance of new orders from abroad was encouraging. This is in line with 
our theory that concerns about the Brexit decision are currently being more 
than offset by signs of a pickup in the global economy. Our forecast for 
German economic growth this year stands at 1.8%.  
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The French purchasing managers‘ index edged up to 50 points following last 
month’s drop. It has now been hovering around this threshold since the be-
ginning of the year. Today’s survey results show that French entrepreneurs are 
unfazed by the Brexit vote. The terror attack in Nice will probably not feed into 
the survey until next month. We still see France on a measured growth path, 
with GDP likely to expand by 1.4% this year.   

Overall, we expect to see an increase of 1.5% in eurozone gross domestic 
product this year. The latest PMIs confirm our view that the eurozone economy 
remains on an upward path despite the Brexit decision.  For the development 
of both sentiment and growth, it should be borne in mind that the UK’s EU 
membership will probably not end before 2019. The survey results published 
today also provide ex-post confirmation of the ECB‘s wait-and-see stance 
yesterday. We think it will continue to stand pat as long as there is no serious 
financial market turmoil. 

As expected, the purchasing managers’ index for the UK fell sharply from 52.4 
to 47.7 points, signaling an economic downturn. This is in line with the wide-
spread assessment that the Brexit-vote will cause major problems for the 
British economy. We are penciling in growth of 1% in 2016 and hence a 
contraction in the second half of the year. 
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These assessments are, as always, subject to the disclaimer provided below.  

ABOUT ALLIANZ  
Together with its customers and sales partners, Allianz is one of the strongest financial communities. About 
85 million private and corporate customers insured by Allianz rely on its knowledge, global reach, capital strength 
and solidity to help them make the most of financial opportunities and to avoid and safeguard themselves against 
risks. In 2015, around 142,000 employees in over 70 countries achieved total revenues of 125.2 billion euros and an 
operating profit of 10.7 billion euros. Benefits for our customers reached 107.4 billion euros. 
This business success with insurance, asset management and assistance services is based increasingly on customer 
demand for crisis-proof financial solutions for an aging society and the challenges of climate change. Transparency 
and integrity are key components of sustainable corporate governance at Allianz SE. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 
The statements contained herein may include prospects, statements of future expectations and other forward-
looking statements that are based on management's current views and assumptions and involve known and 
unknown risks and uncertainties. Actual results, performance or events may differ materially from those expressed 
or implied in such forward-looking statements.  
Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and 
competitive situation, particularly in the Allianz Group's core business and core markets, (ii) performance of 
financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured 
loss events, including from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity 
levels and trends, (v) persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) 
interest rate levels, (viii) currency exchange rates including the euro/US-dollar exchange rate, (ix) changes in laws 
and regulations, including tax regulations, (x) the impact of acquisitions, including related integration issues, and 
reorganization measures, and (xi) general competitive factors, in each case on a local, regional, national and/or 
global basis. Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities 
and their consequences.  

NO DUTY TO UPDATE 
The company assumes no obligation to update any information or forward-looking statement contained herein, save 
for any information required to be disclosed by law. 


