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• Bunds made gains as the account of the ECB’s March policy meeting 
suggested that it was “wise to await incoming data and evidence” but also 
that “the date of a first rate cut [was] coming more clearly into view”.  

• Gilts also made gains as a BoE survey reported a further moderation of 
business wage and price expectations. 

• Tomorrow will bring February results for euro area retail sales, German 
factory orders and French IP, as well as the March construction PMIs.   
 

Daily bond market movements 

Bond Yield Change 

BKO 2½ 03/26 2.853 +0.007 

OBL 2.1 04/29 2.359 -0.018 

DBR 2.2 02/34 2.358 -0.035 

UKT 0⅛ 01/26 4.168 -0.032 

UKT 0½ 01/29 3.873 -0.028 

UKT 4⅝ 01/34 4.018 -0.034 

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

Euro area 

Euro area producer price inflation suggests ongoing easing in underlying pipeline pressures 

According to yesterday’s flash estimates of euro area consumer price inflation, the monthly increase in the price of core 
goods was the softest in any March since the global financial crisis to leave the annual rate of that component at just 
1.1%Y/Y, its lowest since mid-2021. And today’s producer price inflation figures also suggested that pipeline pressures in the 
factory sector continue to diminish. In particular, overall industrial producer prices fell for a fourth consecutive month in 
February, by 1.0%M/M – the most for ten months – to leave them down 8.3%Y/Y and some 13% below the peak in 
September 2022. Admittedly, the decline reflected another notable drop in energy prices, by 3.5%M/M – the most since last 
May – as wholesale natural gas futures fell to the lowest level for almost three years. This left producer energy prices down 
21.1%Y/Y and roughly one third below the peak 17 months earlier. In contrast, non-energy producer output prices rose for a 
second successive month in February, albeit by just 0.1%M/M. But having fallen in the previous nine months, this pushed 
core PPI inflation further into negative territory, by 0.2ppt to -1.5%Y/Y, some 17½ppts below the peak and the weakest since 
2009. While the drag from intermediate goods inflation eased very slightly (+0.1ppt to -5.3%Y/Y) it was still the second most 
negative rate since the global financial crisis, with the largest declines in this category recorded in the chemicals, paper and 
basic metals subsectors. And while prices of capital and non-durable consumer goods were also up on the month, the 
respective annual rates continued to moderate to 2.0%Y/Y and 1.4%Y/Y, the lowest since spring 2021, with the latter 
reflecting in part the steepest producer food deflation (-0.9%Y/Y) since June 2016. Despite higher shipping costs associated 
with the rerouting of cargo around the Red Sea, indicators – including the PMI and European Commission surveys – signal 
persistent below-average selling-price expectations for goods as firms’ pricing power remains limited by subdued demand. 
As such, core HICP goods inflation will stay very subdued over coming quarters.  
 

Services price pressures start to ease while activity accelerated at end-Q1 

Of course, services inflation will remain the key determinant of the ECB’s policy decisions over coming months. And 
consistent with the renewed moderation in the Commission’s selling price expectations index, today’s final services PMIs 
suggested a modest easing in inflationary pressures at the end of the first quarter. In particular, the input price PMI fell for the 
first month in three in March to a nine-month low of 61.5. And encouragingly, the rate of increase in prices charged also fell 
for the first month in five, to 55.1, a four-month low. Admittedly, these indices remain well above the long-run average. And 
given the persistent stickiness in services inflation and signs of a return to positive growth, ECB officials will likely want to 
see further evidence of easing price pressures in the sector before cutting interest rates for the first time. Certainly, the 
survey detail pointed to accelerated recovery momentum at the end of Q1. Indeed, the final euro area services activity index 
was upwardly revised from the flash release by 0.4pt to 51.5, a nine-month high taking the Q1 average some 1.6pts above 

Euro area: Producer price inflation 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 

Euro area: Producer price inflation 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 
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the Q4 level. And the survey suggested a notable improvement in demand, with the new business component almost 1pt 
higher than the initial estimate at a ten-month high of 51.4.  
 

PMIs suggests recovery driven by the periphery, while Germany remains in recession 

Taken together with the upwards revision to the manufacturing output index (to a still-contractionary 47.1), the composite 
output PMI was also stronger than initially estimated, up 1.1pt from February to 50.3, the first above-50 reading since May. 
While this remains broadly consistent with stagnation rather than a return to firm growth, the average composite PMI in Q1 
(49.2) was nevertheless some 1.3pts above the Q4 average, supporting our forecast for GDP growth of 0.1%Q/Q last 
quarter. Like the Commission’s survey, today’s PMIs implied that recovery momentum in March remained strongest in 
Southern Europe, with the composite indices for Italy (+2.4pts to 53.5) and Spain (+1.4pts to 55.3) the highest for eleven 
months. The respective French PMI was revised up to a ten-month high (48.3) to be trending more than 2pts higher over the 
first quarter, therefore implying a return to positive GDP growth. But while the German composite PMI was similarly upwardly 
revised from the preliminary release to a four-month high (47.7), the Q1 average was unchanged from Q4 when the 
economy contracted 0.3%Q/Q.          
 

The day ahead in the euro area 

Tomorrow will bring euro area retail sales figures for February, providing an update on household spending in the middle of 
the first quarter. Despite the pickup in real household disposable incomes, households remain reluctant to loosen their purse 
strings amid persisting economic uncertainties. Certainly, German retail sales were particularly weak in February, declining 
1.9%M/M – the most since October 2022 – while French consumer spending was unchanged. Focus will also turn to the 
manufacturing sector, with German factory orders and French industrial production data for February. German orders were 
particularly volatile around the turn of the year with a double-digit decline in January following a double-digit rise in 
December. But overall, surveys remain consistent with shrinking industrial order books. Finally, the construction PMIs are 
likely to suggest that the contraction remains steepest in Germany, while output continues to rise modestly in Italy.   

 

Euro area: Goods price indices 

 
*Non-energy industrial goods. Source: Macrobond, S&P Global and Daiwa 

Capital Markets Europe Ltd. 

Euro area: Services price PMIs* 

 
*Dashed lines represent pre-pandemic long-run average. Source: Macrobond, 

S&P Global and Daiwa Capital Markets Europe Ltd. 

Euro area: GDP growth & output PMIs 

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

Euro area: Selected services PMI components 

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

30

40

50

60

70

80

90

100

-5

0

5

10

15

20

Jan-16 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24

Consumer goods PPI

Core goods* HICP (3m lag)

Manu. output price PMI (6m lead, rhs)

Manu. input price PMI (9m lead, rhs)

%, Y/Y Index

35

40

45

50

55

60

65

70

75

80

85

Jan-19 Oct-19 Jul-20 Apr-21 Jan-22 Oct-22 Jul-23

Input prices

Output prices

Index

42

44

46

48

50

52

54

56

58

60

62

64

66

-2

-1

0

1

2

3

4

Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24

GDP Composite PMI (rhs)

Manufacturing (rhs) Services (rhs)

%, Q/Q Index

40

45

50

55

60

65

70

75

Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24

Business expectations Employment

New business New export business

Index



 

Europe Euro wrap-up 04 April 2024 
   
 

 

  
- 3 - 

UK 

A further moderation of business wage and price expectations   

Over the past month or so, BoE Governor Andrew Bailey has suggested that he is much less concerned about the risks that 
high inflation will become embedded. The latest Decision Maker Panel survey results from the BoE should have reinforced 
his more dovish assessment as it reported a further easing of business inflation and wage growth expectations. In particular, 
firms’ expected selling-price growth over the coming twelve months fell 0.4ppt in March to 3.7%Y/Y, the least since August 
2021, albeit still 1.3ppts above the average in the three years before the pandemic. On a three-month basis, firms’ 
expectation for CPI inflation twelve months and three years ahead dropped respectively by 0.3ppt and 0.1ppt to 3.2%3M/Y 
and 2.7%3M/Y, both the lowest on the admittedly short series. And their expectation for wage growth over the coming twelve 
months dropped 0.3ppt to 4.9%3M/Y, the lowest since June 2022 and 1.5ppts below their realised wage growth over the past 
year. Among the other detailed findings of the survey, the share of firms assessing conditions for recruiting staff to be normal 
was the largest on the series dating back 2½ years while the share judging that those conditions were much harder than 
normal was the smallest on the series. And the average interest rate paid on bank and market-based borrowing by the 
surveyed firms rose a further 0.4ppt in March to a new survey high of 7.1%. And while they expected the average interest 
rate on their borrowing to fall to 6.2% over the coming year, this was up 0.4ppt on the month and still more than 2½ppts 
above the average rate paid when the BoE started to raise rates at the end of 2021. 
  

Services price and activity PMIs revised down but consistent with inflation persistence in the sector  

In terms of inflation outturns, like the ECB Governing Council, the BoE’s MPC continues to single out developments in 
services – where the CPI rate was still highly elevated at 6.1%Y/Y in February – as most important for its policy reaction 
function. So, it might also be pleased to have seen the final services output price PMI for March revised down a sizeable 
1.3pts from the flash estimate to a six-month low of 57.1. While that matched the second-softest level in almost three years, 
it was just 0.5pt below the Q4 average and still almost 5pts above the pre-pandemic long-run average. Likewise, despite a 
downward revision, the services input cost PMI (63.4) was just ½pt below the Q4 average and more than 3pts above the pre-
pandemic average pointing to the likelihood of ongoing inflation persistence in the sector. Soft demand should force many 
firms to absorb some of those cost pressures within their margins. And the services activity PMI for March was below the 
also revised down today, by 0.3ppt from the flash estimate to a four-month low of 53.1. However, that was still just 0.4pt pre-
pandemic average. And it left the Q1 average above that pre-pandemic benchmark at 53.7, up almost 2½pts from Q4 and 
the best quarterly reading since Q223, consistent with a return to expansion in the sector. With the final manufacturing output 
PMI for March having already been revised up to a 13-month high of 50.9, the composite output PMI for that month was 

Euro area: Services PMIs by member state 

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

Euro area: Composite PMIs by member state 

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

UK: Firms’ output price expectations 

 
Source: Macrobond, BoE DMP survey and Daiwa Capital Markets Europe Ltd. 

UK: Firms’ CPI and wage growth expectations 

 
Source: Macrobond, BoE DMP survey and Daiwa Capital Markets Europe Ltd. 
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revised down only modestly to 52.8. And that left the Q1 average at 52.9, also the best in three quarters and consistent with 
a return to modestly positive GDP growth of 0.1-0.2%Q/Q following a contraction of 0.3%Q/Q in Q4.  
 

The day ahead in the UK 

It should be a quiet end to the week for top-tier UK data with just the release of the March construction PMIs scheduled. In 
February, the survey reported a notable improvement, with the headline activity index rising to a seven-month high of 49.7. 
The pickup was led by a recovery in the housing component, which jumped the most since February 2022 to 49.8, albeit 
signalling stagnation rather than expansion.   

  
UK: Services price PMIs* 

 
*Dashed lines represent pre-pandemic long-run average. Source: Macrobond, 

S&P Global and Daiwa Capital Markets Europe Ltd. 

UK: Manufacturing price PMIs* 

 
*Dashed lines represent pre-pandemic long-run average. Source: Macrobond, 

S&P Global and Daiwa Capital Markets Europe Ltd. 

UK: GDP growth & output PMIs 

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

UK: Selected services PMI components 

 
Source: Macrobond, S&P Global 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 

Euro area  Final services (composite) PMI Mar 51.5 (50.3) 51.1 (49.9) 50.2 (49.2) - 

  PPI Y/Y% Feb -8.3 -8.5 -8.6 -8.0 

Germany  Final services (composite) PMI Mar 50.1 (47.7) 49.8 (47.4) 48.3 (46.3) - 

France  Final services (composite) PMI Mar 48.3 (48.3) 47.8 (47.7) 48.4 (48.1) - 

Italy  Services (composite) PMI Mar 54.6 (53.5) 52.5 (51.8) 52.2 (51.1) - 

Spain  Services (composite) PMI Mar 56.1 (55.3) 55.0 (54.2) 54.7 (53.9) - 

UK  New car registrations Y/Y% Mar 10.4 - 14.0 - 

  BoE’s DMP 3M output price (1Y-ahead CPI) expectations Y/Y% Mar 4.1 (3.2) 4.2 (3.2) 4.3 (3.3) - 

  Final services (composite) PMI Mar 53.1 (52.8) 53.4 (52.9) 53.8 (53.0) - 

Auctions 

  Country  Auction 

France  sold €5.67bn of 3.50% 2033 bonds at an average yield of 2.87% 

  sold €2.26bn of 1.75% 2039 bonds at an average yield of 3.09% 

  sold €1.67bn of 3.25% 2055 bonds at an average yield of 3.38% 

  sold €1.46bn of 4.00% 2060 bonds at an average yield of 3.33% 

Spain  sold €2.19bn of 3.50% 2029 bonds at an average yield of 2.848% 

  sold €2.13bn of 3.25% 2034 bonds at an average yield of 3.191% 

  sold €1.75bn of 3.90% 2039 bonds at an average yield of 3.531% 

  sold €506mn of 2.05% 2039 index-linked bonds at an average yield of 1.329% 

UK  sold £3.75bn of 4.625% 2034 bonds at an average yield of 4.015% 

 Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

Tomorrow’s releases 

Economic data 

Country  BST Release 
Period 

 

Market consensus/ 

Daiwa forecast 

Previous 

 

Euro area  08.30 Construction PMI Mar - 42.9 

  10.00 Retail sales M/M% (Y/Y%) Feb -0.2 (-0.3) 0.1 (-1.0) 

Germany  07.00 Factory orders M/M% (Y/Y%) Feb 0.5 (-10.3) -11.3 (-6.0) 

  08.30 Construction PMI Mar - 39.1 

France  07.45 Industrial production M/M% (Y/Y%) Feb 0.4 (0.2) -1.1 (0.8) 

  07.45 Manufacturing production M/M% (Y/Y%) Feb - -1.6 (0.1) 

  08.30 Construction PMI Mar - 41.9 

Italy  08.30 Construction PMI Mar - 50.3 

Spain  08.00 Industrial production M/M% (Y/Y%) Feb 0.2 (-0.4) 0.4 (-0.6) 

UK  09.30 Construction PMI Mar 49.8 49.7 

Auctions and events 

- Nothing scheduled - 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 
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