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USA: Real economic activity expected to accelerate in the 
remainder of 2015 amid strengthened household finances 

 Q1 real GDP growth was revised higher in the third 

estimate to -0.2%QoQ saar (2nd estimate: -0.7%QoQ). The 

significant deceleration in real GDP growth from 2.2%QoQ 

saar in Q4 2014 was mainly attributed to a sharp drop in 

external demand. The stronger dollar has probably 

weighed on exports, in combination with the distortions 

caused by the West Coast port strikes on foreign demand. 

 Real GDP is expected to have gained momentum in Q2. 

The recent gains in household savings from stronger labor 

markets and lower energy prices have probably started to 

translate into stronger consumption growth, with real 

personal spending increasing in May (0.6%MoM) at its 

fastest monthly pace since August 2014. Meanwhile, robust 

homebuilder sentiment and strong housing starts and 

permits suggest that the housing market recovery is set to 

continue in the remainder of the year.  

 Overall, we have lowered our growth forecast for 2015 to c. 

2.4%YoY, from 2.5%YoY previously, due to the weak start 

to the year. Improved household finances should offset any 

negative impact from USD appreciation on net trade.  

Contribution to real GDP growth 

Source: US Bureau of Economic Analysis, Federal Reserve, Eurobank Economic Analysis and Financial Markets Research 
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US non-farm payrolls rose by 223k in June, after a 254k gain in 

May. Following its most recent peak in Q4 2014 helped by the 

transitory boost of lower oil prices, nonfarm payroll growth has 

slowed to a more sustainable trend (3m moving average of 221k 

in June 2015 from 324k in December 2014). We continue to 

expect monthly payroll growth to average over 200k in the 

remainder of 2015, driving the unemployment rate lower towards 

4.8%-5.0% by year-end.  

Headline CPI rose by 0.3%MoM in June (0.1%YoY), after a 0.4% 

monthly increase in May, as the energy-driven disinflationary 

forces have started to fade. Core CPI inflation accelerated to 

0.2%MoM in June (1.8%YoY) from 0.1% in May, with services 

inflation remaining the main driver. We expect a moderate pick-up 

in core CPI towards 2.0%YoY by year-end, as core services 

increases will probably offset any drag from core goods inflation.  

Given the enhanced US growth outlook and the improved labor 

market dynamics which are expected to increase wage pressure 

in the coming quarters, we anticipate the Fed’s monetary policy 

normalization process to start at the next meeting in mid-

September, at the earliest. The Fed’s latest projections for the 

future path of monetary policy suggest that once rate tightening 

begins, the pace of rate hikes will likely be more gradual than 

previously expected.  

Source: Bureau of Economic Analysis, Federal Reserve, Eurobank Economic Analysis and Financial Markets Research 

Core services prices continue to support core CPI 
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Euro area: modest economic recovery 

Real GDP rose by 0.4%QoQ sa in Q1 2015 (as in Q4 2014), with 

domestic demand being the main pillar of growth. Consumer spending 

accelerated to 0.5%QoQ from 0.4%QoQ previously, thanks to real 

disposable income boost from lower oil prices. Additionally, gross 

fixed investment increased by 0.8%QoQ, its fastest pace since Q1 

2011, while government spending grew by the strongest rate since 

2009 (0.6%QoQ), reflecting somewhat eased fiscal policies in some 

euro area countries. Nevertheless, despite the euro depreciation, net 

trade was a drag on growth due to the slowdown in global demand.  

For the remainder of the year, we expect real GDP growth to stabilize 

around Q1 levels. The ongoing improvement in new lending to 

households should continue to support private consumption. 

Meanwhile, monthly trade data point to some improvement in foreign 

demand, with exports to the US and Japan retaining a firm tone. 

The recent improvement in business confidence and encouraging 

macro economic data from France, Italy and Spain, point to an 

increase in the economic convergence across euro area countries. 

Real GDP growth is projected to strengthen only gradually to c.1.4% 

in 2015 and 1.7% in 2016 from 0.9% in 2014, suggesting that the 

euro area economy is still far from reaching levels before the onset of 

the financial crisis. Increased private debt levels and high 

unemployment continue to weigh on economic activity.   

  

 

 

 

Source: ECB, Eurostat, Eurobank Economic Analysis and Financial Markets Research 
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Euro area inflation has bounced back, but remains well  
below the ECB’s inflation target of below, but close to, 2.0% 

 After bottoming at -0.6%YoY in January, headline harmonized 

inflation has gradually increased to 0.3%YoY in May before 

moving modestly lower to 0.2%YoY in June, as both energy and 

food inflation was relatively weaker. Excluding energy and food 

prices, core HICP inflation decelerated to 0.8%YoY in June from 

its recent peak of 0.9%YoY in May, with service price inflation (c. 

60% of core inflation) declining to 1.1%YoY -within distance 

from its historical low of 1.0%YoY reached in April- and non-

energy industrial goods inflation (c. 40% of core inflation) 

increasing to 0.3%YoY from 0.2%YoY, previously.  

 Positive base effects from the sharp decline in oil prices last 

year should drive headline inflation up towards 0.8%YoY by 

year-end, while core inflation is seen moving broadly sideways 

in the coming months. 

 ECB President Mario Draghi highlighted earlier this month a 

modest loss of momentum in euro area economic activity due to 

a weakening global trade and financial market volatility. 

Nevertheless, lower global demand and market uncertainty did 

not trigger a change to the ECB’s outlook for the euro area 

economy. We expect the ECB to fully implement its expanded 

asset purchase program until September 2016, as initially 

planned, or even longer, given that inflation remains far from its 

medium-term target of below, but close to, 2%. 

Source: Eurostat, Eurobank Economic Analysis and Financial Markets Research 
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Germany: Domestic demand, the major growth driver, will 
likely be supported by better external demand  

  

 Germany grew by a lower-than-expected 0.3%QoQ in Q1 

2015, following a 0.7%QoQ gain in the previous quarter. 

Final domestic demand advanced by a robust 0.8%QoQ, 

on solid consumer and investment activity. On the flip 

side, export growth slowed further in Q1 for the second 

consecutive quarter, mirroring a plunge in shipments to 

certain emerging markets including, inter alia, Russia and 

China.  

 Although the positive impact from the sharp fall in oil 

prices on household spending will probably fade in the 

coming months due to the recent stabilization in energy 

prices, private consumption should continue to perform 

well on the back of improving labor and housing markets. 

 Elsewhere, recent monthly trade and factory order data 

point to a rebound of export growth in Q2. Indicatively, 

nominal trade surplus reached a new record high in May. 

Looking ahead, we expect a better export performance in 

H2 2015 on the back of enhanced global demand. 

 All in all, we expect real GDP growth to trend higher to c. 

1.8% in 2015 and 1.9% in 2016, from 1.6% in 2014. 

 

 

Private consumption growth should remain  

in solid shape,…. 

…supported by improving labor market 

conditions 

Source: Ifo Institute, Gfk. Destatis, Eurobank Economic Analysis and Financial Markets Research 
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France: Solid domestic demand on robust personal 
consumption and a recovery in business investment 

 France’s real GDP growth surprised on the upside in Q1 2015, 

accelerating to 0.6%QoQ from 0.1%QoQ in Q4 2014. Consumer 

spending improved sharply mainly due to a rebound in energy 

goods consumption, contributing almost half of the 0.8%QoQ rise in 

private consumption. 

 The recent softening in industrial production over the last couple of 

months points to a negative carryover in Q2, with the energy 

production component registering strong monthly declines since 

March.  

 Nevertheless, personal consumption should continue to be 

supported by income tax cuts for low income earners -to be 

implemented from September 2015- offsetting the waning effect of 

the oil price decline on household income.  

 Meanwhile, the housing market should be gradually enhanced by 

the residential tax credit effective from October 2014 and the 

extension of the zero-interest rate mortgages from new to existing 

homes since the beginning of the year. In addition, June INSEE 

business confidence, which edged to its highest level in four years, 

bodes well for an upward trend in business investment.  

 Real GDP growth is projected at c. 1.2%YoY in 2015, from 

0.2%YoY in 2014, with private consumption remaining the key 

driver of growth. 

 

 

 

Source: Eurostat, Markit, INSEE, Eurobank Economic Analysis and Financial Markets Research 
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Italy: Gradual economic recovery remains on track 

 Italy’s GDP returned to growth in Q1 2015, registering the 

highest growth rate in three years. Despite lower oil prices 

and the extension of the €80 monthly tax cut for low salary 

ranges through 2015, personal consumption declined by 

0.1%QoQ on high unemployment and an increase in 

personal savings. The key growth driver was private 

investment, largely due to a surge in transport equipment.  

 Recent consumer and business confidence indicators are 

consistent with positive rates of economic growth around 

Q1 levels. Low inflation and improving labor market and 

credit conditions should give a boost to personal 

consumption. Meanwhile, net trade should benefit from 

stronger global growth.     

 Our latest economic forecasts envision a real GDP growth 

of 0.6%YoY in 2015, after three recessionary years, with 

private consumption and exports favoring the outlook of the 

domestic economy. Tailwinds from low interest rates and 

strengthening global demand should help the Italian 

economy to maintain positive rates of growth in the 

upcoming quarters of this year. 

 

  

 

 

 

Source: Eurostat, Istat, Markit, Eurobank Economic Analysis and Financial Markets Research 
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Japan: A modest economic recovery is under way, on 
stronger personal consumption and higher external demand 

 

  
 Q1 real GDP growth was revised higher to 3.9%QoQ saar from 

2.4%QoQ in the initial estimate, mainly due to upward 

adjustments in private inventory and capital investment.  

 Real economic activity has probably slowed in Q2 partly due to a 

negative payback from high private inventory investment in Q1. 

Meanwhile, May industrial production fall, along with 

disappointing June retail sales and trade data, suggest 

downside risks to Q2 GDP.  

 Nevertheless, we expect real GDP growth to rebound in Q3, 

buoyed by stronger export growth on a faster-growing US 

economy. A weaker JPY and strengthening private consumption 

growth amid higher real wages are also expected to boost 

economic growth.  

 Despite continued fiscal consolidation, real GDP is expected to 

expand by 0.9%YoY in 2015 from -0.1%YoY in 2014, 

underpinned by the BoJ’s quantitative and qualitative monetary 

easing readjusted in October 2014.  

 The nationwide CPI ex-perishables dropped back to 0.1%YoY in 

May, from 0.3%YoY in April, as the VAT-related inflation has no 

longer effect on the annual inflation rate of growth. Further 

monetary policy stimulus cannot be ruled out, as the BoJ’s 

inflation target of 2.0% “around H1 FY 16” may be missed.  

 

Contributions to quarterly GDP growth 

Real economic activity decelerated in Q2 

Source: Economic and Social Research Institute (ESRI), Eurobank Economic Analysis and Financial Markets Research 
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UK economic growth expected to expand further in coming 
quarters; inflation to remain subdued 

 According to the preliminary estimate, Q2 GDP growth rebounded 

to 0.7%QoQ from 0.4%QoQ in the prior quarter, mainly supported 

by the service sector -the main engine of domestic economic 

activity- and industrial production. 

 UK economic growth is expected to expand further in the coming 

quarters boosted by domestic demand, and particularly household 

consumption on the back of low interest rates, improved 

consumer confidence, rising house prices and higher real wages. 

For FY-2015, market consensus is for a GDP growth rate of c. 

2.5% from 2.9% last year, in line with the BoE’s projection 

envisaged in the latest quarterly Inflation Report.  

 Headline CPI slowed to 0.0%YoY in June from +0.1%YoY in May, 

after falling into negative territory in April (-0.1%YoY) for the first 

time on records. Worryingly, core CPI dropped to a 14-year low of 

0.8%YoY in June, posing downside risks to those expecting  a 

BoE rate hike before the end of this year.  

 Headline CPI is seen remaining low in the following months, but it 

is expected to pick up towards the end of the year once the base 

effects from lower energy and foods prices start fading. 

Source: Eurobank Economic Analysis and Financial Markets Research, Bloomberg  

Contributions to quarterly GDP growth 

-2.0

-1.0

0.0

1.0

2.0

3.0

Q
2
 2

0
1
5

Q
1
 2

0
1
5

Q
4
 2

0
1
4

Q
3
 2

0
1
4

Q
2
 2

0
1
4

Q
1
 2

0
1
4

Q
4
 2

0
1
3

Q
3
 2

0
1
3

Q
2
 2

0
1
3

Q
1
 2

0
1
3

Q
4
 2

0
1
2

Q
3
 2

0
1
2

Q
2
 2

0
1
2

Q
1
 2

0
1
2

Q
4
 2

0
1
1

Q
3
 2

0
1
1

Q
2
 2

0
1
1

Q
1
 2

0
1
1

        Net Exports
        Gross Capital Formation
        Government Final Consumption Expenditure
        Final Consumption Expenditure of Nonprofit Institutions
        Household Final Consumption Expenditure
        GDP

qoq% 

Annual growth in UK April CPI inflation in 

negative territory fro the first time ever 

-1.0

0.0

1.0

2.0

3.0

4.0

5.0

6.0

J
a
n
-1

0

J
u
n
-1

0

N
o

v
-1

0

A
p
r-

1
1

S
e
p
-1

1

F
e
b

-1
2

J
u
l-
1

2

D
e

c
-1

2

M
a

y
-1

3

O
c
t-

1
3

M
a

r-
1

4

A
u
g
-1

4

J
a
n
-1

5

J
u
n
-1

5

HICP

Core CPI

% yoy 



II. Eurobank Macro Forecasts 

Eurobank, July/August 2015 

 

13 



Eurobank, July/August 2015 

 

14 

Eurobank Macro Forecasts 

Source: Eurobank Economic Analysis and Financial Markets Research, IMF, EU Commission, Bloomberg 

2014 2015 2016 2014 2015 2016 2014 2015 2016 2014 2015 2016

World 3.4 3.3 3.8 3.6 3.3 3.3

USA 2.4 2.4 2.9 1.6 0.3 2.0 -2.6 -2.5 -2.7 -4.9 -4.2 -3.8

Europe

   Eurozone 0.9 1.4 1.7 0.4 0.2 1.3 3.0 3.5 3.4 -2.4 -2.0 -1.7

      Belgium 1.0 1.1 1.4 0.5 0.3 1.3 0.4 2.1 2.2 -3.2 -2.6 -2.4

      Cyprus -2.3 0.4 1.4 -0.3 -0.8 0.9 -1.9 -3.9 -4.2 -4.9 -0.2 -1.5

      France 0.4 1.1 1.7 0.6 0.0 1.0 -1.7 -0.9 -1.2 -4.0 -3.8 -3.5

      Germany 1.6 1.9 2.0 0.8 0.3 1.8 7.6 7.9 7.7 0.7 0.6 0.5

      Greece 0.8 -2.1 -1.0 -1.4 -1.6 -1.3 0.9 0.8 0.9 -3.5 -3.2 -3.0

      Ireland 4.8 3.6 3.5 0.3 0.4 1.5 6.2 5.7 5.3 -4.1 -2.8 -2.9

      Italy -0.4 0.6 1.4 0.2 0.2 1.8 2.0 2.2 2.2 -3.0 -2.6 -2.0

      Netherlands 0.9 1.6 1.7 0.3 0.2 1.3 9.9 9.0 9.4 -2.3 -1.7 -1.2

      Portugal 0.9 1.6 1.8 -0.2 0.2 1.3 0.5 1.2 1.4 -4.5 -3.1 -2.8

      Spain 1.4 2.8 2.6 -0.2 -0.6 1.1 0.6 1.2 1.0 -5.8 -4.5 -3.5

  Sweden 2.1 2.5 2.8 0.2 0.7 1.6 5.8 5.8 5.6 -1.9 -1.5 -1.0

  Switzerland 2.0 0.6 1.2 0.0 -1.0 -0.2 7.0 7.0 7.0 0.2 0.0 -0.1

  UK 2.8 2.6 2.4 1.5 0.4 1.6 -5.5 -4.9 -4.1 -5.7 -4.5 -3.1

General Budget Balance                          

(% of GDP)

Current Account                  

(% of GDP)
GDP (YoY%) CPI (YoY%)
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Eurobank Macro Forecasts 

Source: Eurobank Economic Analysis and Financial Markets Research, IMF, EU Commission, Bloomberg 

2014 2015 2016 2014 2015 2016 2014 2015 2016 2014 2015 2016

Asia/Pacific

   Japan 0.0 0.9 1.4 2.7 0.7 1.0 0.6 1.4 1.7 -7.8 -7.1 -6.5

   Australia 2.7 2.4 2.9 2.5 2.0 2.5 -2.8 -3.0 -2.6 -2.2 -2.7 -2.3

Emerging 

Economies
   BRIC

      Brazil 0.2 -1.5 0.8 6.3 8.6 6.0 -4.5 -4.2 -4.0 -4.0 -6.0 -4.9

      China 7.4 7.0 6.7 2.0 1.5 2.0 2.3 2.5 2.4 -1.8 -2.3 -2.5

      India 7.3 7.5 7.5 6.4 6.1 5.4 -1.4 -1.1 -1.5 -7.1 -6.0 -3.9

      Russia 0.6 -3.5 0.5 7.8 12.5 8.0 3.4 4.4 4.0 -0.7 -2.9 -2.1

   CESEE

      Bulgaria 1.7 1.8 2.2 -1.4 -0.5 0.6 0.9 0.2 -0.8 -3.8 -2.8 -2.5

      Romania 2.9 2.7 2.9 1.1 0.1 2.4 -0.4 -0.5 -1.5 -1.9 -1.9 -2.2

      Serbia -1.8 0.0 1.5 2.1 2.2 3.8 -6.0 -4.3 -4.1 -6.6 -5.3 -4.6

General Budget Balance                          

(% of GDP)

Current Account                  

(% of GDP)
GDP (YoY%) CPI (YoY%)
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Eurobank Fixed Income Forecasts 

Source: Eurobank Economic Analysis and Financial Markets Research, Global Markets Trading   

Current                             

(July 29, 2015)
September December March June

USA

Fed Funds Rate (%) 0.14 0.18 0.32 0.46 0.63

1 m Libor (%) 0.19 0.25 0.38 0.53 0.76

3m Libor (%) 0.30 0.40 0.56 0.75 0.92

2yr Notes (%) 0.69 0.77 0.95 1.10 1.35

10 yr Bonds (%) 2.27 2.30 2.38 2.45 2.52

Eurozone 

Refi Rate (%) 0.05 0.05 0.05 0.05 0.05

3m Euribor (%) -0.02 -0.02 -0.02 -0.01 0.00

2yr Bunds (%) -0.23 -0.21 -0.20 -0.18 -0.16

10yr Bunds (%) 0.72 0.75 0.77 0.80 0.87

UK

Repo Rate (%) 0.50 0.50 0.50 0.75 0.75

3m (%) 0.58 0.67 0.73 0.88 1.02

10-yr Gilt (%) 1.96 2.00 2.05 2.09 2.18

Switzerland

3m Libor Target (%) -0.74 -0.78 -0.81 -0.81 -0.80

10-yr Bond (%) -0.03 0.00 0.03 0.05 0.11

2015 2016
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Eurobank FX Forecasts 

Source: Eurobank Economic Analysis and Financial Markets Research, Global Markets Trading   

Current (July 29, 2015) June (end) September December March June

EUR-USD 1.1060 1.12 1.14 1.15 1.18 1.20

USD-JPY 123.70 124.00 124.00 123.00 122.00 120.00

EUR-JPY 136.80 138.88 141.36 141.45 143.96 144.00

GBP-USD 1.5640 1.57 1.58 1.60 1.60 1.60

EUR-GBP 0.7070 0.71 0.72 0.72 0.74 0.75

USD-CHF 0.962 0.96 0.95 0.97 0.98 0.98

EUR-CHF 1.0630 1.07 1.08 1.12 1.16 1.18

USD-CAD 1.294 1.30 1.30 1.30 1.27 1.25

USD-AUD 0.7300 0.74 0.75 0.76 0.78 0.80

USD-NZD 0.6670 0.66 0.65 0.65 0.67 0.70

EUR-SEK 9.4700 9.40 9.40 9.35 9.30 9.20

EUR-NOK 9.0000 9.00 9.00 9.10 9.10 9.10

20162015
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