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Eurozone: V for very good, but with
some points of caution
The European’s Commission s Economic Sentiment Indicator rose more
than expected in July, confirming a V-shaped recovery. But with the
consumer still hesitant and the number of new Covid-19 infections
picking up again, the growth pattern might turn out to be more patchy
in the coming months

Shoppers in Brussels

Strong start of the third quarter
We know second-quarter GDP growth, to be published tomorrow, will be horrible. The 10.1%
drop in 2Q German GDP already sets the tone. But that is old news. The markets are now
focusing on indicators that can give a flavour of the strength of the recovery now that all
countries have come out of lockdown.

In that regard, the European’s Commission's Economic Sentiment Indicator offers encouraging
news: it rose to 82.3 in July from 75.8 in June and that was better than expected. All sectors,
except for construction and the consumer, saw a strong confidence improvement. Forward
looking indicators such as order books and hiring plans in industry and services also picked up,
which suggests that the recovery has legs. At the same time, selling price expectations
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improved in industry, services and construction, showing that deflationary pressures might be
easing.

Consumer is the weak spot
The consumer remains the weak spot in the report, with fears of unemployment over the next
twelve months marginally increasing. At the same time savings intentions rose for the third
month in a row. The risk is, therefore, that a too cautious consumer will slow the recovery
pace. That is probably also linked to the evolution of the pandemic. While the number of new
Covid-19 infections in Europe remains way below thos in the US, it's clear cases have been on
the rise in the past few weeks and some countries are tightening their containment
measures. This has probably not yet been reflected in the current ESI survey, as the survey is
mainly taken in the first half of the month. Therefore, consumer confidence might still soften a
bit more.

from V to patchy
Of course, we shouldn’t become too bearish either: this is a very strong economic sentiment
report. The trough of the recession is now behind us and the European recovery fund and a
possible vaccine next year should further support the recovery in 2021. But until then we
remain a bit more cautious on the pattern of the recovery. The data suggests initially a V-
shaped recvoery but this is likely to morph into a more patchy pattern in the coming months.

Author

Peter Vanden Houte
Chief Economist, Belgium, Luxembourg, Eurozone
peter.vandenhoute@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.

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

mailto:peter.vandenhoute@ing.com


THINK economic and financial analysis

Snap | 30 July 2020 3

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 BR000341) 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 www.ing.com.

https://www.ing.com

