Economics V/WQS'I:LB

24 April 2008

Economic news

APRIL IFO BUSINESS CLIMATE

Sharp drop in April’s Ifo index

The Ifo index declined sharply in April. Companies assessed not only their
current situation but also business expectations more unfavourably. This
suggests a slowdown in growth in the second quarter.

B April's Ifo index saw a sharp decline from 104.8 to 102.4 points. The current
situation in particular was assessed much more unfavourably at 108.4, down
from 111.5 points. But the business expectations component also deteriorated,
declining to 96.8 points or slightly below its long-term average of 98.5. In
manufacturing, as well as in wholesaling and - in particular - retailing, the
business climate worsened appreciably, whereas the climate indicator rose in
the construction industry.

B Negative factors for the German economy such as flagging growth momentum in
the global economy, the strong euro and high energy prices are taking their toll.
The results of the Ifo index confirm our growth forecast. Following relatively
strong growth in the first quarter, growth momentum is likely slow significantly
later in the year. However, the fact that the expectations component of the Ifo
index is only marginally lower than its long-term average points to an economic
cooldown, but not a recession.

B In France, the business climate in the manufacturing sector also clouded
significantly in April. The index from French statistics bureau INSEE dropped
from 108 to 106 points. This is the lowest level recorded in 16 months. In
historical terms, however, the index still exceeds its average of 100. As in
Germany, the order books remain relatively full in France. Nonetheless, the
pressures mentioned above also seem to be gradually emerging in France and Monika Wohlmann

should continue to weigh on industrial sentiment in the months ahead. +49 211 826-22221
monika.wohlmann@westlb.de
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