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Eurozone: Robust growth in early 2017 and still low core inflation 

 

• After growing at 0.4% in 4Q16, our MICA-BBVA model continues to estimate a quarterly GDP growth 

in the eurozone of 0.5% QoQ in 1Q17 and puts a slight upward bias to our projection of 1.6% for this 

year. 

• Final GDP figures of 4Q16 point to consumption as the main driver of growth. Nonetheless, retail 

sales have lost steam at the start of the year as inflation erodes real wages.  

• Confidence data continues to improve across major countries in 1Q17 driven by increasing foreign 

demand, also reflected in exports. Services PMI’s have improved markedly in February. 

• Industrial production recovered in January after a blip in December, but it still does not fully reflect the 

sharp gains of manufacturing confidence from previous months. 

• Inflation continued to increase and reached 2.0% YoY in February driven by energy and foods. Even 

though, core measures remain subdued and still stand at 0.9% YoY. Inflation fears are still far away. 

• Despite the improvement in both global and eurozone outlook, risks to growth remain tilted to the 

downside. They are mostly political but also linked to financial fragilities. 
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ECONOMIC DEVELOPMENTS 

Momentum gains are taking root in 1Q17 despite noise coming from 

heavy political agenda in the year 
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GDP, CONTRIBUTION BY COMPONENTS 

(%QoQ, pp) 

GDP AND MICA FORECASTS 

(%QoQ) 

• No change of final figures of GDP 

growth in 4Q16 (0.4% QoQ), mainly 

driven by total consumption (+0.3pp) 

with government contributing +0.1pp 

Source: Eurostat and BBVA Research 

• Some positive signs stemmed from 

exports and fixed investment supported 

from a less tight fiscal stance suggest that 

the economy has gained momentum in 

1Q17 (MICA-BBVA: +0.5% QoQ) 

• Fixed investment contribution was 

+0.1pp 

• Net exports contributed negatively   

(-0.1pp) as stronger exports were 

more than offset by a boost in imports 
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ECONOMIC DEVELOPMENTS 

Germany and France GDP accelerated in 4Q16, while Italy slowed 

down 
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GDP, CONTRIBUTION BY COMPONENTS 

(%QoQ, pp) 

• In both Germany and France GDP 

growth accelerated to 0.4% QoQ 

in 4Q16 driven mainly by domestic 

demand (consumption and to a 

lesser degree investment)  

• Italy’s GDP growth slowed down  

to 0.2% QoQ in 4Q16 

• Spanish economy advanced 0.7% 

QoQ in 4Q16 thanks to the positive 

contributions from both domestic 

demand and net external demand 

Source: Eurostat and BBVA Research 
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ECONOMIC DEVELOPMENTS 

Confidence figures improving at the start of 2017, especially in 

services… 

5 Source: Eurostat and BBVA Research 

PMI AND GDP  

(level, %QoQ) 
ESI AND GDP 

(level, %YoY) 

Source: Eurostat and BBVA Research 

• So far, confidence data still suggest an acceleration of 

growth in the eurozone in 1Q17 
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• Different political events have not affected mood, and 

are not expected to do so unless political risks materialize 
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ECONOMIC DEVELOPMENTS 

… a feature widespread across countries 

 

 

6 

PMI 

(level) 

Source: Eurostat and BBVA Research 
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ECONOMIC DEVELOPMENTS 

Industrial production kept its growth trend in January… 
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Source: Eurostat and BBVA Research 

INDUSTRIAL PRODUCTION  

(%QoQ, pp) 

IP CAPITAL, INVESTMENT IN MACHINERY AND EQUIPMENT 

AND UTILIZATION CAPACITY 

(%QoQ, %) 

• Industrial production increased 0.9% MoM in January  

and continued its positive trend of last quarters.  

• Also, 4Q16 figures were revised upwards by +0.1pp to 

0.9% QoQ 

Source: Eurostat and BBVA Research 
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• Nonetheless production of capital goods and durable 

consumer goods continued to ease 
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ECONOMIC DEVELOPMENTS 

… explained mostly by the improvement in Germany 
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INDUSTRIAL PRODUCTION  

(%QoQ, pp) 

Source: Eurostat and BBVA Research 
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ECONOMIC DEVELOPMENTS 

Exports’ acceleration driven by higher global demand… while the 

boost of imports continued at the start of 1Q 

9 Source: Eurostat and BBVA Research 

TRADE BALANCE  
(€ bn, %GDP) 

EXPORTS CONTRIBUTION BY DESTINATION 

(%QoQ, pp) 

 

Source: Eurostat and BBVA Research 
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ECONOMIC DEVELOPMENTS 

Retail sales continue to moderate while high inflation could be 

weighing on real wages 

10 
 

Source: Eurostat and BBVA Research 

RETAIL SALES AND CONSUMER CONFIDENCE 

(%QoQ, pts) 

RETAIL SALES AND TOTAL WAGE BILL* 

(%YoY) 

Source: Eurostat and BBVA Research 

*1Q17 based on data until January 

• Retail sales declined for third consecutive month but at 

slower pace (-0.1% MoM in January against -0.5% MoM in 

December). Nonetheless consumer confidence data have 

remained broadly stable 

• Private consumption still supported by labor market 

gains, although some higher headline inflation could be 

eroding real wages 
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Dec-16 Jan-17

Eurozone Germany France Italy Spain

ECONOMIC DEVELOPMENTS 

Unemployment rate remain steady at the beginning of the year  

 

11 Source: Eurostat and BBVA Research 

UNEMPLOYMENT RATE BY COUNTRY  

(%) 
ANNUAL UNEMPLOYMENT CHANGE BY GENDER & AGE 

(millions) 

Source: Eurostat and BBVA Research 

• Jobless rate steady at 9.6% in January while continue 

to decline in Spain 
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ECONOMIC DEVELOPMENTS 

Headline inflation reached 2.0% YoY in February driven by energy 

and food but with no pressure from core rates yet 

12 Source: Eurostat and BBVA Research 

INFLATION AND CONTRIBUTION OF COMPONENTS 

(%YoY, pp) 
INFLATION AND TRIMMED MEAN 

(%YoY) 

Source: Eurostat and BBVA Research 

• Eurozone HCPI came out above expectations in February 

(+2.0% YoY), increasing +0.2pp on the back of energy 

and foods inflation 

• Nonetheless the core measure remained unchanged at 

0.9% YoY 

• We expect inflation to reach a peak of around 2% in 

the coming months and then moderate somewhat 
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ECONOMIC DEVELOPMENTS 

All countries have shown accelerating inflation but core measures 

remain contained 

13 

 HEADLINE AND CORE INFLATION 

(%YoY) 

Source: Eurostat and BBVA Research 

• By country, HCPI headline inflation continue to increase in most major countries in February: Germany (2.2% after 1.9% 

YoY), Italy (1.6% after 1.0% YoY), Spain (3.0% after 2.9% YoY). While it eased  in France (1.4% after 1.6% YoY).  
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