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It’s not all bad

4 The past month has seen another set of unambiguously poor industrial indicators
suggesting that the eurozone is teetering on the brink of another industrial
recession.

4 In particular, the April manufacturing PMI fell below the 50 boom/bust line for the
first time since August 2003 (chart 6), while the European Commission business
confidence measure softened further (chart 5) and the OECD lead indicator took
another leg down (chart 7).

4 Nevertheless, it would be wrong to suggest that it is all doom and gloom at
present. Employment growth is now running close to 1% (chart 13) and
vacancies are also growing again (chart 16). Moreover, this looks to be feeding
through into retail sales growth (chart 10) which rose 0.6% quarter-on-quarter in
Q1 – the strongest rise since Q3 2002.

4 We suspect that this will be reflected in a decent rise in first quarter consumer
spending. The big question, however, is can the consumption recovery be
maintained in the face of an export/industrial slowdown?

4 History would suggest that this is very unlikely and it is noticeable that
manufacturing and service sector job expectations have flattened out over recent
months (charts 14 & 15).

4 We suspect that first quarter GDP and consumer spending growth will be as
good as it gets for the eurozone this year.
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