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sentix economic index: The Russia effect: Germany sends a cyclical downturn
alarm
•

The total index for Euroland shows a clear drop in August from 10.1 to now only 2.7 points. Economic expectations
put strong pressure on the total index; surprising drop in the sub-index by 13.3 points.

•

Russia effect: in the wake of the sanctions against Russia, the total
index for Germany drops even more strongly from 29.0 to 17.9
points. Expectations lose 13.1 points and are now negative for the
first time since November 2012 at -1.3 points. For Germany the
composite index stands with 29.0 points at about the same level
for the fourth consecutive month.

•

Statistics
Poll running: 01.08.-03.08.2014
Survey participants: 888
(of which institutional investors: 217)

USA and Asia ex Japan regions prove comparatively stable, the
expectational components drop in these world regions, also. Background: the index for Eastern Europe drops to 12 points and into recession mode.

sentix indications for
upcoming market events
Please find in this section valuable information on important upcoming
market events and the expectations
that can be derived from sentix data.
sentix – first mover advantage!

12.08.2014: ZEW economic expectations (Germany):
clear decline expected, pressure by expectation component
21.08.2014: Flash PMIs (manufacturing):
sidewards in China and US, sharp decline in Germany
25.08.2014: ifo business climate:
expectations fall under 100 index points
21.08.2014: China PMI/HSBC (August):
slight increase up to 52 points
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Commentary on the survey results for August 2014
The Russia Effect – Germany sends a cyclical downturn alarm
The sentix economic indices leave their mark with a strong drop in August! The total index for Euroland is reduced by
10.1 to now only 2.7 points. The economic expectations put especially strong pressure on the total index. A surprising
drop by 13.3 points is founded on the EU's economic sanctions against Russia. The German index feels this effect in
particular: the total index there drops even more strongly from 29.0 points to now only 17.9 points. Here, expectations
lose 13.1 points and are now negative for the first time since November 2012 at -1.3 points. The USA and Asia ex Japan
are fighting against the trend – however, their expectational components drop, also. All these slumps are founded in
the Ukraine-crisis which is now radiating out more and more strongly. The index for Eastern Europe drops to -12 points
and, with that, into recession mode.

Euroland – painful drop
After the recovery attempt last month, the sentix economic index for Euroland has dropped painfully. The total index
loses 7.40 points and drops to a level last measured in August 2013. The economic expectations are an especial burden
for the total index with -13.3%: such a clear drop was last seen in August 2011 when equity markets collapsed by 25%
over the course of a few days. ECB-policies have calmed things over the past 24 months, radiating out to low rates of
change in investor expectations.
sentix economic expectations Euro zone: differences in index points

As this drop can be ascribed to an event that is subject to political power struggles, the central banks – first and foremost the ECB – have a difficult time finding counter-measures. In the past months, Draghi was able to nip burgeoning
worries in the bud with appropriate counter-measures. The market will have quickly realized that this will not prove
so simple this time. The investors surveyed by sentix have clearly positioned themselves and believe in a rising danger
of an economic downturn in the Eurozone.
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TLTRO
etc.

rate cut

LTRO
Euro irreversible

sentix economic index Euroland: current economic assessment (blue) und expectations (red)

Germany feels the Russia Effect
The worries about a negative feedback loop due to the economic sanctions against Russia are especially blatant in
Germany: the football world champion is, economically, the worst hit in the sentix economic indices in August 2014.
With a drop from 29.0 to now only 17.9 points, the Russia Effect has hit hard – due to the strong ties the European
economic locomotive has with the Russia economy. The strong drop in the expectational component, which is
negative for the first time since November 2012, is especially noteworthy.

sentix economic expectations Germany
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USA and Asia ex Japan are fighting against the trend – Eastern Europe in recession mode
The global regions USA and Asia ex Japan are putting up a fight and remain roughly stable – at least in the current
economic assessment. Both world regions are even able to gain, slightly (see charts on the following page). Worries
remain, there, also, as the expectational components drop alongside those of the other countries. The root cause of
this downturn lies is Eastern Europe, where the total index drops back into recession mode from 3.0 to -12 points.
Expectations collapse by 20.6 index points. All in all these are developments a highly valued equity market has first
to stomach. In any case, economic risks are on the rise – a clear signal from the first mover!

sentix economic index: economic expectations for Eastern Europe (blue) und US (red)
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Data availability

About sentix
On a weekly basis, almost 4.000 registered investors (of which about 900 are institutionals) supply us with their market assessment. Out of this data,
sentix calculates sentiment indexes, which mirror the sentiment of equity markets (DAX, EuroSTOXX 50, Nikkei 225, S&P 500), bond markets (BundFuture, US-Treasury-Future) and currencies (EUR/USD, USD/YEN). These sentiment indexes are setting the standard, held in high regard by many renowned financial players and are used by investment professionals in their analyses and investment processes. A history of more than eleven years and
the simple access to data via reputable data providers as well as a website document the outstanding position of sentix as the leading independent
sentiment data base.

Background, methodology and more
See http://economics.sentix.de
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Disclaimer
Important information concerning liability, compliance, protection of investors and copyright
This information is meant only for distribution in countries in which this is permitted by law.
This analysis is for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe
for any financial, money market or investment instrument or any security, (ii) is neither intended as such an offer for sale or subscription of or solicitation of an offer to
buy or subscribe for any financial, money market or investment instrument or any security nor (iii) as an advertisement thereof. The investment possibilities discussed in
this report may not be suitable for certain investors depending on their specific investment objectives and time horizon or in the context of their overall financial situation.
The investments discussed may fluctuate in price or value. Investors may get back less than they invested.
Changes in rates of exchange may have an adverse effect on the value of investments. Furthermore, past performance is not necessarily indicative of future results. In
particular, the risks associated with an investment in the financial, money market or investment instrument or security under discussion are not explained in their entirety.
We assume no liability for the information contained in this analysis. The analysis is no substitute for personal investment consultation. Even on the basis of the depicted
opportunities and risks, investors must individually assess – on the basis of their own personal investment strategies, the financial, legal and fiscal situation - whether an
investment in the financial instruments depicted here is sensible for them. As this document is in no way a direct investment recommendation, this document or parts of it
should not be used as the basis for any conclusion of contract or for any commitment to obligations of any kind. Investors are asked to contact the investment analysts of
their banks for individual investment advice and other individual explanations and advice.
Neither the sentix GmbH nor any of its managing directors, employees or other persons assume liability for losses or damages caused in connection with the use of this
document or its contents.
The sentiment analysis is made available via the internet to those sentix participants of which is assumed that they do not base their investment decisions inappropriately
on the basis of this analysis.
Statements or conclusions made through data or services do not include warrants or guarantees for future market- or price changes. The opinions and assessments
expressed therein can change without prior notice.
The sentix GmbH explicitly points out that both the sentix GmbH, its legal agents as well as their employees (in the following: the Involved) regularly conduct transactions
in equity and other financial instruments which the data and services refer to. They do this both in their own names and for their own accounts as well as in the name and
accounts of third parties. Should the Involved have been involved in an emission of instruments for the finance markets in the past 12 months, this is separately indicated
at the corresponding place.
All rights of use for this analysis, its data and services are property of the sentix GmbH and are copyrighted. The sentix GmbH reserves its right to inflict penalties for the
unauthorized usage of data and services, especially unauthorized commercial use. A reproduction or subsequent processing of website elements, analyses, data or
services in electronic, written or other form is prohibited without prior consent by the sentix GmbH. Analyses that are only available in the secure customer area may not
be quoted, neither in full, nor in part. An exception to this are analyses, data or services which have been posted by the sentix GmbH via the press mailing list or which
have been presented in other form for public propagation.
This analysis may not – either in full or in part, regardless of underlying intent – be forwarded, reproduced or published.
„sentix“ is a registered trademark of Manfred Hübner and Patrick Hussy.
DAX, TecDAX, Xetra und Eurex are registered trademarks of the Deutsche Börse AG. Dow Jones EURO STOXX 50 is a registered trademark of the STOXX Limited. Other
names of products and companies which may be mentioned on this site could also be protected or be registered trademarks of other companies.
ANALYST DECLARATION
Neither in the past, present or future is the remuneration of the author linked – either directly or indirectly – to his or her recommendations or views expressed in this
context.
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