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 Bunds were little changed, as a survey suggested euro area investors were 
less upbeat about the outlook, while German export volumes moved 
sideways in Q2.  

 Gilts reversed some of Friday’s losses on a quiet day for UK economic 
news.  

 After a quiet few days for top-tier releases, Thursday will bring the first 
estimate of UK Q2 GDP and euro area industrial production figures for 
June.  
 

Daily bond market mov ements 
Bond Yield Change 

BKO 0 06/23 -0.758 +0.008 

OBL 0 10/26 -0.727 +0.006 

DBR 0 08/31 -0.461 -0.003 

UKT 0
1
/8 01/23  0.120 -0.005 

UKT 0
1
/8 01/26  0.269 -0.021 

UKT 4¾ 12/30  0.578 -0.056 

*Change f rom close as at 4:30pm BST. 
Source: Bloomberg 

Euro area 

Euro area Sentix falls as investors less upbeat about outlook 

Consistent with the increase in the euro area’s composite PMI and Commission’s economic index in July, today’s euro area 
Sentix survey reported a further improvement in investors ’ assessment of current conditions to a level that was last 
exceeded in October 2018. But perhaps reflecting concerns about the delta variant and ongoing disruption to activity from 
supply bottlenecks, investors were notably less upbeat about the outlook over the coming six months – indeed, the relevant 
index fell for the third consecutive month, by 15.8pts to 14.0, the lowest reading since May 2020. As such, the overall 
economic index fell for the first month in six, by 7.6pts to 22.2. Admittedly, this still marked a historically elevated level well 
above the long-run average and was 65pts higher than the recent Covid-related trough in April 2020.  
 

BoF suggests GDP is just 1-1½% below pre-Covid levels in July 

As evidenced in recent manufacturing output data – for example, persistent weakness in German production despite sky-
high orders – and surveys – the manufacturing output PMIs slipped back at the start of Q3 – supply constraints continue to 
hamper output, particularly in the largest two member states. And today’s monthly economic update from the Bank of France 
(BoF) reported a higher share of firms indicating supply struggles in July. Indeed, almost half of all manufacturers were now 
experiencing difficulties, including more than 80% of auto firms and 70% of machinery and equipment producers, whil e 
roughly 60% of construction firms were also being impacted. The number of firms also indicating recruitment difficulties rose  
to almost 50% too. This notwithstanding, the BoF expects overall output to remain broadly stable in August. This follows a 
notable boost to services activity in July on the back of the rebound in restaurant and accommodation services – activity in 
these sub-sectors was assessed to have returned to a little more than 70% of their respective pre -Covid levels. Overall, 
therefore, the BoF estimated that the level of GDP at the end of July was now just 1-1½% below the pre-Covid level, an 
improvement from the 2% shortfall projected at the end of June. 
 

German export recovery continues, but net trade likely remained a drag in Q2  

Contrasting with the ongoing weakness in manufacturing output, Germany’s headline trade figures today reported, at face 
value at least, ongoing recovery at the end of Q2. In particular, the value of exports rose for the thirteenth month out of the 
past fourteen in June, by 1.3%M/M, taking them back above the pre-pandemic level for the first time (1.1% higher than 
February 2020). This left exports up 23.6%Y/Y. While this in part reflected a low base a year ago, they were also more than 
2% higher than the level in June 2019. Within the detail, exports to EU member states were up 26.1%Y/Y, while they rose to 
other countries by 20.7%Y/Y, considerably outpacing growth to the UK of 11%Y/Y. While the value of imports rose a more 

Euro area: Sentix investor sentiment 

 
Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

 

France: Output shortfall versus pre-Covid level 

 
Source: BoFand Daiwa Capital Markets Europe Ltd. 
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moderate 0.6%M/M in June – resulting in the modest widening of the seasonally adjusted trade surplus by €1bn to €14.0bn 
– they were still more than 10% higher than the pre-pandemic level. But the improvement appears to have principally driven 
by prices. Indeed, when stripping out such effects, export volumes ros e just 0.5%M/M in June. And having declined in the 
previous two months, export volumes moved sideways in Q2 and still remained more than 2% lower than the pre-pandemic 
peak. So while import volumes fell in June (-1.2%M/M), the 2%Q/Q increase in Q2 implies that net trade remained a drag on 
growth in Q2.  
 

The coming few days in the euro area  

The flow of sentiment indicators continues tomorrow with the German ZEW survey of financial professionals expected to 
report a further improvement in the current economic situation in August to its highest level since 2018. But expectations for 
the outlook over the coming six months are likely to have moderated again, albeit still remaining at an elevated level. This 
will be followed on Wednesday by final July inflation estimates from Germany and Italy, with the former expected to confirm a 
further notable jump in the German HICP rate, by about 1.0ppt to above 3.0%Y/Y, underpinned by base effects associated 
with last year’s temporary VAT cut and energy inflation. Arguably of most interest will be Thursday’s release of euro area 
industrial production figures for June. Given the mixed findings from the largest four member states, we might well see 
aggregate output move sideways at the end of Q2, following a fall of 1%M/M in May. It will be particularly interesting to see 
how production in the autos sector evolved having declined a cumulative 28% since last November. 

UK 

The coming few days in the UK 

After a quiet start to the week for UK economic news, tomorrow will bring the BRC’s latest retail sales monitor which will 
provide an update on spending on goods on the High Street at the start of Q3. But the main event of the week will come on 
Thursday with the first estimate of Q2 GDP. We currently forecast a second successive month of growth in GDP in June 
(circa 0.7%M/M) to leave total economic output up 4.7%Q/Q in Q2 as a whole following a drop of 1.6%Q/Q in Q1. The risks 
to that forecast, however, are perhaps skewed to the upside. With pandemic restrictions having b een eased steadily over the 
second quarter as a whole, growth in Q2 is likely to have been accounted for primarily by private consumption, which 
dropped 4.6%Q/Q in Q1. In addition, business investment seems bound to have rebounded after the steep drop of 
10.7%Q/Q previously. Within the detail in June, however, we expect supply bottlenecks to weigh on manufacturing 
production with services activity also at risk of a temporary retreat following firm growth over the prior three months. 
Construction output, however, is due a rebound following two months of declines.  

France: Activity levels by sector vs normal 

 
Source: BoF and Daiwa Capital Markets Europe Ltd. 

 

France: Share of firms reporting supply difficulties 

 
Source: BoF and Daiwa Capital Markets Europe Ltd. 

Germany: Exports and imports 

 
Source: Refinitiv and Daiwa Capital Markets Europe Ltd. 

 

Germany: Export and import volumes and PMI 

 
*PMI has one-month lead. Source: Refinitiv, Markit and Daiwa Capital Markets 
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European calendar 
Today’s results 

Economic data 

Country   Release Period Actual 
Market consensus/ 

Daiwa forecast 
Prev ious Rev ised 

EMU  Sentix inv estor conf idence  Aug 22.2 29.0 29.8 - 

Germany   Trade balance €bn Jun 16.3 13.5 12.3 12.5 

France  Bank of  France industrial sentiment Jul 105 107 107 - 

Auctions 

  Country   Auction 

- Noting to report - 

 Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

 

Tomorrow ’s  releases 

Economic data 

Country   BST Release 
Period 

 

Market consensus/ 

Daiwa forecast 

Prev ious 

 

Germany   10.00 ZEW current situation balance (expectations) Aug 30.0 (55.0) 21.9 (63.3) 

UK  00.01 BRC retail sales monitor, like-f or-like sales Y/Y% Jul 5.0 6.7 

Auctions and events 

UK  10.00 Auction: £2.75bn of  0.25% 2031 bonds 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

 

Wednesday’s  releases 

Economic data 

Country   BST Release 
Period 

 

Market consensus/ 

Daiwa forecast 

Prev ious 

 

Germany   07.00 Final CPI (EU-harmonised CPI) Y/Y% Jul 3.8 (3.1) 2.0 (2.1) 

Italy   09.00 Final CPI (EU-harmonised CPI) Y/Y% Jul 1.8 (0.9) 1.3 (1.3) 

Auctions and events 

Germany   10.30 Auction: €4bn of  2031 bonds 

UK  10.00 Auction: £700mn of  0.125% 2039 index-linked  bonds 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 
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Thursday’s releases 

Economic data 

Country   BST Release 
Period 

 

Market consensus/ 

Daiwa forecast 

Prev ious 

 

EMU  10.00 Industrial production M/M% (Y/Y%) Jun -0.2 (10.5) -1.0 (20.5) 

Italy   09.00 Trade balance €bn Jun - 5.6 

UK  00.01 RICS house price balance % Jul 76 83 

  07.00 Preliminary  GDP Q/Q% (Y/Y%) Q2 4.7 (22.0) -1.6 (-6.1) 

  07.00 GDP M/M% Jun 0.7 0.8 

  07.00 Industrial production M/M% (Y/Y%) Jun 0.3 (9.4) 0.8 (20.6) 

  07.00 Manuf acturing production M/M% (Y/Y%) Jun 0.3 (13.4) -0.1 (27.7) 

  07.00 Index of  serv ices M/M% (3M/3M%) Jun 0.9 (5.7) 0.9 (3.9) 

  07.00 Construction output M/M% (Y/Y%) Jun 1.0 (32.2) -0.8 (56.5) 

  07.00 Goods trade balance £bn Jun -9.2 -8.5 

Auctions and events 

Italy   10.00 Auction: to sell bonds 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Access our research blog at: 

https://www.uk.daiwacm.com/ficc-research/recent-blogs 
This research report is produced by Daiwa Securities Co. Ltd., and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited. Daiwa Capital Markets Europe Limited is authorised 
and regulated by The Financial Conduct Authority and is a member of the London Stock Exchange and Eurex Exchange. Daiwa Capital Markets Europe Limited and its affiliates may, from time to 

time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of the securities referred to herein (the “Securities”), perform services for or solicit business 
from such issuers, and/or have a position or effect transactions in the Securities or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such 
securities. In addition, employees of Daiwa Capital Markets Europe Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of 

such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material 
is published to recipients.  

This publication is intended for investors who are MiFID 2 Professional (or equivalent) Clients and should not therefore be distributed to such Retail Clients. Should you enter into investment 
business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in 

particular, the benefits of the Financial Services Compensation Scheme may not be available. 

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at 
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory. Regulatory disclosures of investment banking relationships are available at 

https://daiwa3.bluematrix.com/sellside/Disclosures.action. 

Explanatory Document of Unregistered Credit Ratings 
This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 27 of the Financial Instruments and 

Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:  
https://lzone.daiwa.co.jp/l-zone/disclaimer/creditratings.pdf 

The next edition of the Euro wrap-up will be published on 12 August 2021 
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