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Press release

The next GfK Consumer Climate report will be published on
April 27, 2017, at 8.00 am

Higher inflation dampens consumer climate

Findings of the GfK Consumer Climate Study for Germany for
March 2017

Nuremberg, March 23, 2017 — Consumer sentiment in Germany sends
mixed signals in March. While economic expectation and the
propensity to buy picked up again after a decline in the previous
month, income expectations fell slightly. Because propensity to save
also rose again in March, the consumer climate prognosis in April is
9.8 points, and thus slightly lower than the 10.0 points in March.

Arrise in inflation in Germany and the resultant intensified concerns over
income buying power have obviously hindered full recovery of consumer
sentiment in March this year. While economic expectations and the
propensity to buy largely compensated for losses from the previous month
of February, income expectations were down for the second time in a row.
Since the propensity to save increased once again, consumer climate
declined overall in March.

Economic expectation improves again

Economic expectation recovers from the significant drop in the previous
month and can make up for a large part of the losses incurred. The indicator
rose 8.4 points and now stands at 18.1 points. In comparison to last year,
the indicator is up by almost 18 points.

Obviously, the decline of the economic indicator for February was only a
temporary setback. Uncertainty amongst many consumers with regards to
the policies of the new US president has given way to a greater level of
economic optimism again. After a very strong economic year in 2016 with an
economic growth of 1.9 percent, consumers generally have positive
expectations concerning economic development this year.

According to forecasts, the German economy is set to grow by around 1.5
percent this year and employment is also expected to continue its uptrend in
2017.

Price push dampens income prospects

In contrast to the economic expectations, income expectations did not pick
up in March and declined for the second time in a row. At 4.7 points, the
decline was, however, moderate. The indicator still reports a high level at
43.4 points.
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In particular, the recent blatant price increases strongly affected consumers.
Experience shows that Germans react sensitively to changes in certain
signal prices, e.g. petrol, diesel or heating oil. In particular, they see the
purchasing power of their income impaired by rising energy prices.

The inflation rate in Germany rose to 2.2 percent in February after a recent
level of 1.9 percent in January this year. Whether the upward price trend can
hold its ground above the two percent mark, is, however, questionable.
Against the backdrop of the current crude oil price trend (the price for crude
oil fell by around 10 percent in the first half of March), it is suspected that
inflation will fall below 2 percent again in the coming months.

Propensity to buy on the rise

German consumers cannot be stopped in their spending mood due to the
somewhat less optimistic income prospects. Propensity to buy gained 3.9
points, thus largely compensating for losses from the previous month
amounting to six points. The indicator is currently at 55.5 points.

Therefore, the recent price increases have had no impact on the rising
propensity to buy. For consumers, the stable employment market trend is
obviously of greater importance, since it reduces the fear of job losses, thus
providing for a higher level of planning security, especially when it comes to
larger purchases.

Consumer climate: second decline in a row

Following a level of 10.0 points in March, GfK forecasts a slight drop in the
consumer climate in April to 9.8 points. Despite this decline, consumers
remain on a shopping spree. In comparison to the past, consumer
sentiment is still high.

GfK forecasts that there is light at the end of the tunnel for the current
minor blip in the consumer climate, if the inflation rate is to fall again due to
the current decline in crude oil prices. Because the USA has significantly
expanded its shale oil production, the restriction in producing crude oil
agreed by OPEC is being sidelined. Moreover, restrictions on oil quantities
are not being completely adhered to. This consequently puts additional
pressure on oil prices.

Additional risks persist for the consumer climate, such as the uncertainty
with regards to the economic direction of the USA, the imminent Brexit
negotiations, as well as the open outcome of the elections in France,
Germany and potentially in Italy. Nevertheless, private consumption will
remain an important tower of strength for the overall economic
development this year. Therefore, GfK confirms its prognosis from the start
of the year, which forecasts that private consumption will rise by 1.5
percent.



Provisional publication dates for 2017

Thursday, April 27, 2017, 8.00 am

Wednesday, May 24, 2017, 8.00 am

Thursday, June 29, 2017, 8.00 am

Thursday, July 27, 2017, 8.00 am

Tuesday, August 29, 2017, 8.00 am

Thursday, September 28, 2017, 8.00 am

Thursday, October 26, 2017, 8.00 am

Tuesday, November 28, 2017, 1.00 pm

Friday, December 22, 2017, 8.00 am

The following table shows how each indicator has developed in March
compared to the previous month and previous year:

March 2017 February 2017 March 2016
Economic 18.1 9.7 0.5
expectation
Income 43.4 48.1 50.5
expectation
Propensity to 55.5 51.6 50.0
buy
Consumer 10.0 10.2 9.5
climate

The following graph shows how the Consumer Climate Index has

developed over recent years:
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About the study

The results are an extract from the "GfK Consumer Climate MAXX" study
and are based on around 2,000 consumer interviews per month conducted
on behalf of the European Commission. This report presents the indicators
in graphical form and provides predictions and detailed comments on the
indicators. It also provides information on consumer spending plans for 20
areas in the consumer goods and services markets. The GfK Consumer
Climate Study has been carried out since 1980.

Consumer climate refers explicitly to all private consumer spending.
However, retail trade, depending on the definition used, accounts for only
around 30 percent of private consumer spending. Services, travel, rent,
health services, and the entire wellness sector account for the rest.

GfK's forecast for 2017 is an increase in private consumption of at least 1.5
percent. According to data from the German Federal Statistical Office,
private consumption rose by 2.0 percent in real terms in 2016. Again, this
does not concern retail sales but instead refers to total consumer spending.

Propensity to buy, like all other indicators, is a sentiment indicator. It
queries whether consumers currently consider it advisable to make larger
purchases. Even if they answer "Yes" to this question, there are two further
requirements for making a purchase: The consumer must have the
necessary money for such a large purchase and must also see a need to
make this purchase. Furthermore, this only actually concerns durable
goods, which also require a larger budget.

The results of the consumer climate survey are obtained from monthly
interviews of around 2,000 people who are representative of Germany's
population. This survey tool is subject to constant quality controls,
particularly in order to ensure that it is representative. The particularly high
quality of this survey is also demonstrated by the fact that it is used and
approved for surveys in the field of empirical legal research (for example,
the danger of confusing products). This means that the results have the
status of an expert report and must be recognized in court.

For more information: Rolf Burkl, tel. +49 911 395-3056,
konsumklima@gfk.com and at http://consumer-climate.gfk.com/login/
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About GfK

GfK is the trusted source of relevant market and consumer information that
enables its clients to make smarter decisions. More than 13,000 market
research experts combine their passion with GfK’s long-standing data
science experience. This allows GfK to deliver vital global insights matched
with local market intelligence from more than 100 countries. By using
innovative technologies and data sciences, GfK turns big data into smart
data, enabling its clients to improve their competitive edge and enrich
consumers’ experiences and choices.

For more information, please visit www.gfk.com
Follow GfK on Twitter https://twitter.com/GfK
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