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• Bunds ended the day little changed while the ifo business survey was less 
upbeat than the flash PMIs, casting doubt on Germany’s growth momentum 
in Q3.  

• Gilts followed USTs lower to close little changed even as BoE Governor 
Bailey reiterated his expectation that interest rates have further to fall as the 
labour market loosens and consumers remain cautious.  

• Thursday will bring September surveys of German and French consumers 
and UK retailers, as well as euro area monetary data.  

Daily bond market movements 

Bond Yield Change 

BKO 1.9 09/27 2.017 - 

OBL 2.2 10/30 2.324 -0.002 

DBR 2.6 08/35 2.747 - 

UKT 3¾ 03/27 3.947 - 

UKT 4⅜ 03/30 4.099 -0.002 

UKT 4½ 03/35 4.674 -0.004 

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

Euro area 

ifo survey contrasts upbeat PMIs, casting doubt Germany’s growth momentum in Q3 

The flash September PMIs pointed to a pickup in underlying growth momentum in Germany at the end of Q3, with the 
composite output index the best in more than two years. But today’s ifo business survey – which has a sample more than ten 
times larger than the PMIs – offered a more downbeat assessment. In particular, the headline business climate index fell 
1.2pts in September – the most for more than two years – to 87.7, a four-month low. Firms considered current conditions to 
have deteriorated at the end of the third quarter, with the respective index (85.7) down to a six-month low and more than 
10% below the long-run average. So, while it had risen to an 11-month high in July, the quarterly current conditions index for 
Q3 merely moved sideways from Q2 when GDP contracted 0.3%Q/Q. Of course, growth that quarter was impacted by the 
pull-back in production and shipments after tariff front-running at the start of the year. But while we expect Germany to avoid 
a further contraction this quarter, today’s survey reinforced our view that GDP likely grew at most by 0.1%Q/Q in Q3. And the 
weakening in the survey’s expectations balance – down 1.7pts to a four-month low – casts some doubt on the pace of 
recovery over the coming six months. Admittedly, given the steady improvement over the previous four months, the 
expectations index in Q3 was still 1.7pts above the Q2 level, and therefore still suggestive of pickup in economic growth 
momentum at the turn of the year. Overall, while German GDP will likely grow by less than ½%Y/Y in 2025 as a whole, we 
still expect growth to accelerate to about 1%Y/Y in 2026 and 1½%Y/Y in 2027.   
 

Increased services pessimism, but manufacturers and constructors more upbeat about outlook 

Contrasting the recovery implied by the PMIs, the deterioration in the ifo survey reflected an increase in pessimism among 
services. Those firms assessed the current situation to be the least favourable in 10 months, with the respective index more 
than one standard deviation below the average of the past two decades and the quarterly average the softest since Q124. 
Services also signalled the weakest outlook for the sector since February. The ifo institute reported that sentiment was 
hardest hit in the transport and logistics subsectors, which tallies with recent weakness in truck toll mileage and perhaps 
suggests ongoing payback to industrial shipments from the surge at the start of the year. Indeed, manufacturers also judged 
conditions to have weakened slightly heading into quarter-end as orders continued to decline. But the respective index 
remained comfortably above the range in the 10 months to June. We also note that the ifo’s recent production trend index 
(due tomorrow) has been a better guide to output than the current conditions index. And while industrial firms were 
somewhat less upbeat about the outlook in September, the respective quarterly ifo index in Q3 was the strongest for 3½ 
years. Constructors were also the most optimistic about coming months for more than three years. However, consistent with 
a softening of consumer spending intentions, retailers remained relatively downbeat about conditions in Q3, with limited 
improvement expected over the near term too. 

Germany: GDP growth & business survey indices 

 
Source: S&P Global, Macrobond and Daiwa Capital Markets Europe Ltd. 

Germany: ifo & PMI business survey components   

 
Source: S&P Global, Macrobond and Daiwa Capital Markets Europe Ltd. 
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The day ahead in the euro area 

The day ahead will bring a handful of notable euro area economic releases, including the latest consumer confidence 
surveys from Germany and France. We suspect that at least one of those member states – most likely Germany given the 
persistent political uncertainty and strikes in France – lent support to the improvement in the Commission’s flash euro area 
indicator. Meanwhile, euro area monetary data for August are expected to continue to report an uptrend in bank lending 
growth. In July, lending to households and firms rose at their strongest annual rates in more than two years as the 
cumulative effects of ECB easing continued to feed into more accommodative lending conditions. 
           

The day ahead in the UK 

Notwithstanding any reaction to the likely hawkish comments from external MPC member Megan Greene this evening, 
Thursday is likely to be another quiet day for UK economic news. The CBI’s distributive trades survey will provide the sole 
economic data release, giving a first indication of retail activity at the end of Q3 after the August survey signalled that 
expectations were the least downbeat since January. Nevertheless, the survey has proved to be a relatively poor indicator of 
retail sales volumes in recent months, contrasting with the official series which looks set to rise for a third consecutive 
quarter in Q3.  
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

Germany: ifo – current conditions indices  

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 

Germany: ifo – expectations indices 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 

Germany: Manufacturing output & survey indices  

 
Source: S&P Global, Macrobond and Daiwa Capital Markets Europe Ltd. 

Germany: New factory orders & truck toll mileage 

 
*Excluding bulk orders.  

Source: Macrobond and Daiwa Capital Markets Europe Ltd. 
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European calendar 
Today’s results 

Economic data 

Country  Release Period Actual 
Market consensus/ 

Daiwa forecast 
Previous Revised 

Germany  ifo business climate indicator Sep 87.7 89.4 89.0 88.9 

  ifo current assessment (expectations) indicator  Sep 85.7 (89.7) 86.6 (92.0) 86.4 (91.6) - (91.4) 

Spain  PPI Y/Y% Aug -1.5 - 0.3 0.4 

Auctions 

  Country  Auction 

Germany  sold €3.045bn of 2.5% 2032 bonds at an average yield of 2.52% 

Italy  sold €2.5bn of 2.1% 2027 bonds at an average yield of 2.23% 

  sold €1.25bn of 1.1% 2031 inflation-linked bonds at an average yield of 1.17% 

  sold €1.25bn of 2.4% 2039 inflation-linked bonds at an average yield of 2.13% 

UK  sold £4.75bn of 4.375% 2030 bonds at an average yield of 4.095% 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 
 

Tomorrow’s releases 

Economic data 

Country  BST Release Period 
Market consensus/ 

Daiwa forecast 
Previous 

Euro area   05.00 New car registrations Y/Y% Aug - 5.8 

  09.00 M3 money supply Y/Y% Aug 3.3 3.4 

Germany  07.00 GfK consumer confidence indicator Oct -23.3 -23.6 

France  07.45 INSEE consumer confidence indicator Sep 87 87 

UK  12.00 CBI distributive trades survey – reported retail sales % balance Sep -31 -32 

Auctions and events 

Euro area   09.00 ECB to publish Economic Bulletin 6/2025 

UK  10.00 Auction: to sell £1.25bn of 4.5% 2034 bonds 

  10.00 Auction: to sell £750m of 4.75% 2038 bonds 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 
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