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Italy: Confidence improves broadly in
December, except for manufacturers

The last batch of confidence data for 2022 points to extra resilience in
fourth quarter GDP. We are still pencilling in a small contraction, but a
flat reading cannot be ruled out
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The latest batch of confidence data for 2022 shows that both consumer and business
sentiment has improved, with the sole exception of manufacturers.

Consumers more upbeat and less concerned by future
unemployment

The consumer confidence index posted the second consecutive substantial improvement in
December, reaching back to the level seen in May. The drivers of the four-point gain were sharp
increases in the economic conditions and future climate components, reflected in a clear
improvement in unemployment expectations. In our view, two factors can explain the surprisingly
strong resilience of consumer spirits, irrespective of the ongoing erosion of real disposable incomes
caused by the inflation spike. The first is a favourable development in the labour market, with an
improving employment rate and a falling unemployment rate. Whilst a possible side effect of
demand/supply mismatch and of unfavourable demographic developments, these are
nonetheless positive short-term factors. The second is the fact that the Meloni government has
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prioritised providing continuous fiscal support to households to weather the energy inflation shock,
refinancing most of the measures until the end of March 2023 in the budget. Interestingly, for the
second month in a row, consumers express an increasing willingness to purchase durable goods.

Manufacturers confirm they're not immune to external
developments

The business front looks more diversified, with manufacturers more pessimistic and builders,
retailers, and, importantly, service providers, more upbeat. The fall in manufacturing confidence,
more pronounced among producers of investment and consumer goods, reflects softening orders
and increasing stocks of finished goods, consistently mirrored in declining production plans. Italian
industry, still outperforming its big eurozone peers, is apparently not immune to recent
unfavourable developments in global trade nor to growing uncertainty about the risk of renewed
supply chain issues related to Covid developments in China.

Services likely benefiting from stronger-than-expected
reopening effects

Perhaps the biggest surprise comes from the fourth consecutive confidence improvement in the
service sector, notwithstanding an expected setback in the tourism component. The reopening
effect seems to be lasting longer than expected, with a possible bearing on 4Q22 GDP
developments.

Still pencilling in a negative 4Q22 GDP change, but a flat
reading cannot be excluded

Allin all, the end-of-year confidence data release adds upside risks to 4Q22 GDP developments.
We continue to believe that manufacturing will confirm a supply-side growth drag in the quarter,
but acknowledge the risk that services might fare better than expected. The demand side
counterpart might have a smaller negative correction in consumption than previously anticipated.
We are currently pencilling in a 0.2% quarter-on-quarter GDP contraction in 4Q22, but a flat
reading could be a distinct possibility.

Author

Paolo Pizzoli
Senior Economist, ltaly, Greece
paolo.pizzoli@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

Article | 23 December 2022 2


mailto:paolo.pizzoli@ing.com

THINK economic and financial analysis

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

Article | 23 December 2022 3


http://www.ing.com

