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Italian confidence data takes a hit in
March
The deterioration we're seeing in Italian confidence is broad-based,
affecting consumers as well as businesses in services and
manufacturing. Only those in the construction sector see an
improvement

Tourism in Italy has fallen due to higher transportation costs tied to the war in the Middle East

Sharp fall in consumer confidence
The most striking part about today’s release is the sharp decline in Italian consumer
confidence, which lost almost four points, dropping back to levels last seen in April 2024. The
dip was most likely driven by growing concerns about the country's current and
future economic situation.

Consumers have increasingly reported worries about future unemployment, a
growing tendency to save and declining intentions to purchase durable goods. Rising visibility
of the risks attached to a possible trade war is likely playing a role here.

Resilience in the labour market and the ongoing catch-up in purchasing power – a result
of decent wage growth and relatively subdued inflation – are possibly perceived as temporary
or at least highly uncertain, increasing the risk of a delay in the recovery in private
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consumption.

Confidence mildly down in manufacturing
On the business front, the contained decline in manufacturing confidence brings it back to the
December 2024 level, after two mildly positive months. No big surprises from the details here;
orders have deteriorated, and inventories are mildly up.

Interestingly, employment expectations have improved, possibly signalling that firms are not
yet willing to do without precious “hard-to-find” workers in the current highly uncertain
environment.

The considerable exposure of Italian exports to the US market is also taking its toll. We had
warned against overemphasising the sharp rebound in industrial production in January (which
outweighed December’s fall) as it was likely due to working day adjustment at the turn of the
year. Today’s release seems to support such prudence, pointing to a stabilisation rather
than an acceleration in February and March, net of some sectoral peaks related to limited
frontloading of US imports in anticipation of tariffs.

…with improvements only seen in construction
Confidence only improved mildly in the construction sector, confirming the pattern of
weakening residential construction following the phasing out of the superbonus tax incentive
and strengthening infrastructural activity resulting from the implementation of the investment
part of the EU-funded recovery plan.

Services businesses downbeat
Unfortunately, confidence deteriorated in the services sector, with the lowest reading since
April 2022. Here, the deterioration is broad-based, with only transport and storage managing
to post almost stable confidence. Services have recently acted as a safety net for domestic
GDP growth; a weakening service sector raises risks for Italian growth.

Despite today’s weak reading, we think a minor GDP expansion remains possible in the first
quarter (after the +0.1% quarterly gain in the fourth quarter of 2024). Looking ahead, however,
risks to our 0.7% average 2025 forecast now lie to the downside.
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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
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.
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