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EUROZONE: HOW RESILIENT IS GROWTH ? 
GERMANY: A RECESSION? WHAT RECESSION? 
FRANCE: GREEN SHOOTS FROM EXPORT ORDERS? 
ITALY: GROWTH SHOULD BOUNCE BACK IN Q1 
SPAIN: BETTER CONSUMPTION FIGURES AFTER A DISAPPOINTING LAST QUARTER OF 2022? 
UNITED STATES: SHOCKPROOF GROWTH? 
UNITED KINGDOM: THE GDP CONTRACTION SHOULD WAIT UNTIL THE SECOND QUARTER
JAPAN: A REBOUND TO BE PUT INTO PERSPECTIVE

ECONOMIC RESEARCH      ECOPULSE

In March, economic conditions in the major OECD economies remained favourable. While in the US, the growth momentum is continuing, Europe is still benefitting from 
catch-up effects in the energy-intensive sectors (which had slowed down their production during the winter), and in transport equipment (which is benefitting from 
reduced supply difficulties). This has favoured employment, whose dynamism has improved (probably temporarily) in Europe compared to Q4 2022.
The decline in energy inflation has led to disinflation, which is relative, as core inflation has not declined to the same extent in either the US or Europe, while food
inflation has reached new highs in Europe. As a result, the recovery in household confidence remains very moderate and is not yet reflected in the willingness to buy in
many countries. According to our forecasts, the outlook for growth in the first quarter of 2023 is fairly mixed: from the United Kingdom (where negative growth cannot
yet be ruled out) to the United States and Japan (where growth should be clearly positive), via Germany (which should avoid recession) and the eurozone as a whole
(which should experience moderate growth, as in France, Spain and Italy).
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Eurozone: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -6 and +6. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

Eurozone: GDP growth

See the Nowcast methodology 
Source: Refinitiv, BNP Paribas

How resilient is growth ?
The release on Friday 28 April of the first estimate of euro area Q1 2023 GDP growth will quantify the
resilience reported by most available surveys and activity data for this quarter. We expect moderate
positive growth (+0.3% q/q, forecast slightly revised upwards – by 0.2 percentage points – due to
positive economic news) while our Nowcast estimate is flat (0.0%).

In March, the S&P Global composite PMI continued its recovery, with a fourth consecutive rise
(6.4 points in cumulative terms), as strong as in February and still largely driven by services. At 53.7,
this index is quite comfortably in the expansion territory. The signal is less positive, however, for the
European Commission’s economic sentiment indicator (ESI), since over the last two months (February
and March), it has not continued its recovery and has fallen slightly. Although modest, its decline in
March is noteworthy as it concerns all the sub-components of the indicator (consumer confidence,
manufacturing, services, retail trade and construction), which is rather unusual. This could mark a
turning point downwards, pointing to the deterioration in growth expected in the second half of 2023
as a result of the inflationary shock and monetary tightening.

On the activity data side, retail sales (excluding motor vehicles) remained on a slight downtrend until
February 2023 (the last available reading), while industrial production rebounded significantly in
January and February. It mirrors the effect of high inflation on the former and the effect of catching up
on the latter, as supply difficulties and the energy shock dissipate. Another good news is that the
unemployment rate, which had stabilized at 6.7% from April to December 2022, fell again slightly to
6.6% in January and February 2023 (revised figures).

On the inflation side, the situation remains worrying. As in the United States, headline inflation fell
significantly in March (-1.6 percentage points, to 6.9% y/y but only thanks to a favourable and expected
base effect on energy prices, down year-on-year (-0.9%), for the first time since February 2021. Food
inflation increased further (15.5% y/y, contribution of 3.1 percentage points to headline inflation) as
did core inflation (5.7% y/y, contribution of 3.8 pp). Given these figures and the signs of activity
resilience, we expect the ECB to raise its key interest rates by another 25 basis points at its next
meeting on 4 May. It remains to be seen whether the Bank Lending Survey results for the second
quarter of 2023 ( released on 2 May), which are expected to show a further tightening of lending
standards, will deter the central bank from staying its course.
Hélène Baudchon (article completed on 21/04/2023)
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A recession? What recession? 
Growth in industrial activity observed in January (+3.7% MoM) and February (+2% MoM) suggests
more than a technical rebound correcting the downturn seen in December (-2.4% MoM). Some
sectors, such as metals, have seen recovery in Q1 2023, compared to a difficult
Q4 2022. Conversely, transport equipment showed a growth carryover for Q1 2023 of +6.2%, after
an already strong increase in Q4 2022 (+7.5% QoQ). Transport equipment is benefiting from
another catch-up effect linked to the reduction in supply difficulties. The improvement in industrial
activity can also be seen in the IFO survey in March, where 5 out of 22 sectors appear to be
booming: this still relates to a minority of sectors but is the highest proportion since February
2022.
After a sharp downturn of 1% QoQ in Q4 2022, private consumption should stabilize in Q1, in
particular because the upturn in household confidence (from -42.8 in October to -29.5 in April
according to GFK) had no impact on the willingness to buy index (-17 in March compared to
-17.5 in October 2022).
This relative wait-and-see attitude among German consumers mirrors the dynamics of inflation.
While disinflation may already appear substantial – inflation fell from 11.6% YoY in October 2022
to 7.8% YoY in March 2023 – this is mainly due to the fall in energy prices (following the federal
government's freeze on energy prices in particular). At the same time, inflation in services
continued to rise to 4.8% YoY in March (compared to 3.5% YoY in October 2022).
The employment climate, according to the IFO survey, is showing a moderate improvement (99.9 in
March, 2 points above its historical average), consistent with the creation of 96k jobs in January-
February, supported by business growth and significant labour shortages. This growth in
employment partially offsets the weakness seen in H2 2022.
After a very negative figure in Q4 2022 (-0.4% QoQ), German GDP growth should recover
significantly in Q1 2023 (+0.2% QoQ), a momentum linked in part to catch-up effects, but also
driven in part by the upturn in transport equipment activity, which is identified as being more
structural.
Stéphane Colliac (article completed on 19/04/2023)

Germany: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -6 and +6. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

Germany: GDP growth

Source: Refinitiv, BNP Paribas
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Green shoots from export orders?
Companies benefited from a slight upturn in the business climate during the 1st quarter of 2023,
by one point on average, comparing February and March to the average of the previous five
months. Signs of recovery were also visible in business data: the upturn in transport equipment
manufacturing was accompanied by an improvement in export order books in industry (balance
of opinion of -8.7 in March compared to -15.4 in December). Service production also increased,
particularly business services (45% of total services), which suffered from a drop in activity in
Q4 2022 (-0.2% QoQ, after six consecutive quarters of growth of more than 1%), before a sharp
upturn in January (+1.8% MoM).

On the other hand, household confidence shows no renewed optimism, with an index down one
point in March to 81. However, rather than a further drop in consumption, which fell sharply in
Q4 2022 (-1.2% QoQ), this suggests a stagnation: a likely moderate upturn in car consumption
(rise in new registrations of 1.1% QoQ in Q1), should offset a probable new low in food
consumption.

The drop in inflation last March (6.7% YoY compared to 7.3% YoY in February, according to
Eurostat’s harmonised index) can be explained by the drop in fuel prices compared to their
March 2022 level. Food inflation, on the other hand, reached a new high (15.9% YoY) and core
inflation only fell moderately (4.5% YoY according to the harmonised index, after 4.6% in
February).

On the labour market side, the work climate index remains high (stable between December and
March at 110). While job creation slowed in Q4 2022 (+44k compared to around 100k on
average per quarter from Q1 to Q3), the increase in activity observed at the beginning of 2023
should support it in industry, business services and temporary employment.

We expect growth of 0.1% QoQ in Q1 2023 (a forecast in line with our nowcast estimate), i.e. the
same pace as in Q4 2022. Exports would be the main driver, while domestic demand excluding
inventories is expected to fall for the 2nd quarter in a row (-0.1% QoQ in Q1, after -0.4% in Q4).

Stéphane Colliac (article completed on 19/04/2023)

France: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -6 and +6. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

France: GDP growth

See the Nowcast methodology
Source: Refinitiv, BNP Paribas
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Growth should bounce back in Q1 
According to our current forecasts, the contraction in Italian GDP recorded in the last quarter 
of 2022 was only temporary and should be followed by a 0.3% q/q rebound in the first quarter 
of 2023. However, economic growth is expected to slow down over the course of the year and 
could fall back into negative territory in the third quarter.

PMI indices continued to rise in March: the composite index improved by 3 points to 55.2, the
highest level since November 2021. As elsewhere in the eurozone, the improvement is driven
by services – the PMI index in this sector has risen by more than 4 points, from 51.6 in
February to 55.7. Conversely, the manufacturing indicator fell in March by 0.9 points to 51.1;
however, it remained above the expansion threshold (50). Industrial production has fallen
slightly in recent months, dropping below its pre-pandemic level in February

The sharp drop in inflation in March (-1.7 points to 8.1% y/y) enabled household confidence to
recover somewhat, in the absence of a real upturn: according to Istat, household confidence
rose to its highest level in a year in March, thanks to an expected improvement in personal
finance and the labour market. In particular, the one-year outlook for unemployment is the
weakest since the first lockdown in spring 2020. Although they are far below inflation,
contractual hourly wages are growing more quickly: they were up 2.3% y/y in February
compared to 1.6% two months earlier

Since last June, the unemployment rate has remained stable at around 8%. However,
employment continued to grow and reached a new record in February, as did the participation
rate for this month, which stood at 66.2%. Nevertheless, the labour force grew at the same
time (+0.3% since June 2022), which limited the drop in the jobless rate.

Guillaume Derrien (article completed on 18/04/2023)

Italy: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -6 and +6. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

Italy: GDP growth

Source: Refinitiv, BNP Paribas
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Better consumption figures after a disappointing last quarter of
2022?
Our forecasts are for Spanish GDP to grow by 0.3% in the first and second quarters of 2023. In
fact, PMI surveys have posted a clear rebound since the beginning of the year. In particular, the
composite index reached its best level in almost a year and a half (58.2), led by services (59.4).
However, the deterioration in purchasing power is still severely affecting households'
confidence and their ability to save. In March, it reached its worst level since December 2013,
according to European Commission figures.

Private consumption in Spain, which fell 2.4% q/q in Q4 2022, could, however, be somewhat
better orientated in Q1 2023. In real terms, retail sales (excluding service station) fell by
2.6% m/m in February, but the three-month moving average is still up. Furthermore, new
vehicle registrations rebounded in the first quarter (+44% q/q compared to Q4 2022 in
seasonally adjusted terms) after a difficult 2022.

While inflation is weighing on consumer spending, it is supported by job creation, which
continued to rise in the first quarter of 2023, following solid gains in 2022. According to the
Spanish Employment Agency (SEPE), the number of people in employment affiliated to the
social security system increased by 76,000 in March and by 174,000 (+0.9% q/q) over the first
quarter as a whole, compared to the previous quarter. Unemployment fell by 60,000 people
(-2.1% q/q), hitting its lowest level since September 2008.

In terms of inflation, developments are favourable as it fell sharply in March (3.1% y/y
compared to 6.0% in February, harmonised index), with deflation in energy prices having
intensified (-25.6% in March). However, core inflation (excluding energy and perishable foods)
is far from registering the same momentum. Price increases slowed slightly from 7.6% y/y in
February to 7.5% in March but remain excessively high.

Guillaume Derrien (article completed on 18/04/2023)

Spain: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -4 and +4. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

Spain: GDP growth

Source: Refinitiv, BNP Paribas
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Shockproof growth?
According to the Atlanta Federal Reserve's latest GDPNow estimate for Q1 2023, US growth has
remained high (2.5% on an annualised quarterly basis). The pace is almost identical to that of
Q4 2022 (2.6%), as if growth was impervious to the inflationary shock and the significant monetary
tightening undertaken to address it. During the first quarter, however, the GDPNow estimate changed
significantly, starting from around 4% at the beginning of January before weakening to 0.7% at the end
of the month, then fluctuating within a range of 1.5- 3.5% to reach 2.5% in mid-April. This GDPNow
estimate is not, however, immune to substantial forecasting errors. Our growth forecast for Q1 is close
to this (0.6% q/q), but we cannot rule out a surprise on 27 April, when the BEA figures are published.
Furthermore, the economic review of data available for March is mixed. According to the ISM indices,
the business climate in the manufacturing sector deteriorated further in quite a significant manner
(-1.4 points, to 46.3), and in the non-manufacturing sector, it also fell (-3.9 points, to 51.2 points). But
S&P Global’s PMI index looks more positive, for the manufacturing sector (+1.9 points, at 49.2 points)
and services (+2 points, at 52.6 points). The message is no clearer for household confidence, which fell
sharply in March according to the University of Michigan, but the Conference Board index improved
slightly.
These divergent signs are perhaps the start of a downward turn, a prelude to the US economy's entry
into recession, which we expect for Q3 2023 and has also (clearly) been signalled for several months
by the Conference Board’s composite leading indicator. For the time being, although the economy is
slowing down, it is doing so gradually, particularly in view of the slow puncture in the labour market1.
In March, inflation looked as if it were falling more quickly, with the marked drop in the headline rate
(-1 point, to 5% year-on-year). This impression is misleading, however, as core inflation rose slightly
(+0.1 points, to 5.6% year-on-year): so, its decline is yet fully underway. The shelter component alone
contributes to just over half of headline inflation. Combined with the still tight labour market, we
believe that the US Federal Reserve will continue its monetary tightening with a new –and final–
25 basis points hike in the Fed Funds rate at the beginning of May.
1 See Ecoweek n°23–15, “The US labour market: a slow puncture," 11 April 2023

Hélène Baudchon (article completed on 20/04/2023)

United States: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -6 and +6. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

United States: GDP growth

Source: Refinitiv, BNP Paribas

April 2023

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0
ISM Manufacturing

ISM  Services

Consumer Confidence

Personal
Consumption

PCE Core Price Index

PCEAverage Hourly
 Earnings

Nonfarm Payrolls

Unemployment Rate
(inverted scale)

Housing Starts

Industrial production

Car r y- over GDPNow
Q2 2022 Q3 2022 Q4 2022 Q4  2022 Q1 2023 Q1 2023 Q2 2023 Q3 2023 2022 ( obser ved) 2023 2024

- 0. 1 0. 8 0. 6 0. 8 0. 6 0. 6 0. 2 - 0. 4 2. 1 1. 4 - 0. 1

Ac t ual Annual  gr owt h f or ecas t s  ( y/ y)For ecas t



UNITED KINGDOM

9ECONOMIC RESEARCH      

The GDP contraction should wait until the second quarter
UK GDP stagnated in February according to the ONS, after a 0.4% increase m/m in January. The drop
in activity in services (-0.1% m/m) and industry (-0.2% m/m) was offset by the upturn in the
construction sector (+2.4% m/m), which had contracted sharply in January (-1.7% m/m). The
economy was therefore resilient, despite the negative impact of strikes in the public administration
and education, which led to a drop in activity in these two sectors, of 1.1% m/m and 1.7% m/m
respectively in February. At the same time, March’s PMI indices showed an improvement in activity
in services (52.8), while manufacturing sector shrank (47.9).

Retail sales, although remaining down 3.5% y/y, rose sharply in February (+1.2% m/m), driven by
sales in non-food (+2.4% m/m, excluding fuel) and food retail (+0.9% m/m). Given these data, overall
private consumption was therefore able to hold out in February, limiting the expected drop in GDP
in Q1 2023.
Inflation fell in March (+10.1% y/y), mainly due to the decrease of fuel prices and to favourable base
effects on energy prices. However, this level remains exceptionally high and uncomfortable for the
Bank of England. The persistence of core inflation (+6.2% y/y), the still high wage growth (see
below), as well as the relatively good activity figures are all factors that will support its decision to
raise rates by 25 bps at its next meeting in mid-May.
The labour market remains resilient but continues to slow. According to the ONS, the unemployment
rate rose from 3.7% in January to 3.8% in February. Wage growth momentum is continuing at a
sustained pace (+6.6% y/y in February), which has two implications. On the one hand, this means
that jobseekers retain significant wage bargaining power and that their inflation expectations are
staying high. On the other hand, this also means that wage pressure on prices will persist, slowing
disinflation.
Defying forecasts, the British economy is holding up and does not seem to be heading towards the
expected contraction in Q1. However, this contraction would not be avoided in Q2 (-0.2% q/q
according to our forecasts), due to the effect of inflation on household purchasing power, and to the
rise in interest rates which is impacting business investment.

Guillaume Derrien and Louis Morillon (intern). Article completed on 19/04/2023.

United Kingdom: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -6 and +6. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

United Kingdom: GDP growth

Source: Refinitiv, BNP Paribas
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A rebound to be put into perspective
A rebound in Japanese activity is expected in the first quarter of 2023, linked to the improvement
in business and household confidence surveys. The composite PMI returned above the expansion
threshold in January and continued its moderate improvement, reaching 52.9 in March. Household
confidence – at its highest for a year – also recovered slightly in March, but it is still very low. The
upturn in GDP growth, which we expect to reach 0.5% q/q in Q1 2023, follows two disappointing
quarters. Its extent should therefore be put into perspective.

As expected, industrial production rebounded in February (+4.5% m/m), after a sharp contraction in
January (-5.3% m/m) linked to the Chinese New Year. Despite this, the three-month moving
average slipped again, and has now fallen below its long-term level. New industrial orders were
also at their lowest level since May 2021 in February. The removal of health restrictions in China
(at the very end of 2022) has offered offers opportunities for Japanese companies in 2023, but the
effects have so far been unnoticeable. The latest Tankan survey (March 2023) suggests that
activity levels will remain sluggish in the coming months: the general diffusion index is up just one
point, from 1 to 2.

The Japanese economy is obviously not spared from the energy shock and its consequences on
companies’ financial situations are becoming increasingly palpable. The number of bankruptcies
jumped by 40% in March to the highest level since June 2015. The number of bankruptcies is still a
long way off those recorded during the 2008 crisis and especially during the “lost decade” of the
1990s. Nevertheless, this is the beginning of a reversal and its developments over the coming
months will need to be closely scrutinised.

Headline inflation fell sharply in February (-1.1 points to 3.3% y/y) thanks to the beginning of
government energy subsidies. This is also pushing down the inflation measure followed by the
Bank of Japan (CPI excluding perishable foods). The year-on-year figure for the latter fell from 4.2%
y/y in January to 3.1% y/y in February. However, the Tokyo’s CPI indicates that a further rise in core
inflation is to be expected in March.

Guillaume Derrien (article completed on 18/04/2023)

Japan: economic indicators quarterly changes

The indicators in the radar are all transformed into ‘z-scores’ (deviations from the long-term average, as standard deviations). These z-scores have mean zero
and their values are between -4 and +4. In the radar chart, the green area shows the actual conditions of economic activity. It is compared with the situation four
months earlier (dotted-line). An expansion of the blue area compared to the dotted area signals an increase in the variable..

Japan: GDP growth

Source: Refinitiv, BNP Paribas
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