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IFO BUSINESS CLIMATE IN MAY 

 

Ifo business climate continues to offer surprises  

The May Ifo index recovered from its setback in April. Whereas the improved 

assessment of the business situation was in line with expectations, the rise in the 

expectations component was a positive surprise. Although growth momentum is 

likely to slow this year due to the large number of negative factors, today’s 

results show that there is no need for undue pessimism about growth.  

 

 

 

The Ifo business climate improved in May in line with our expectations. 
Following its sharp decline in April, the index improved from 102.4 points to 
103.5 points. The surveyed companies assessed not only their current 
business situation but also their business expectations for the coming six 
months as being more positive than in the previous month. Whereas the more 
positive business situation was to be expected following its sharp decline in 
April, which in our view was exaggerated, the improved business outlook came 
as a major surprise. In view of the high value of the euro, recent record-high 
oil price levels, overall negative economic reports from the US and potential 
repercussions of the financial market crisis, an unchanged assessment already 
would have been a positive outcome.  

With the exception of the construction industry, the business climate in all 
sectors improved. Particularly striking was the upturn in the wholesale and 
retail sectors, with wholesalers and retailers assessing both their current 
situation and expectations more favourably than in the previous month. In the 
industrial sector, export opportunities were appraised as slightly less optimistic 
than in April. Employment is expected to continue to rise, which is an 
encouraging sign for the further development of the labour market. 

All in all, today’s Ifo index figures confirm that the German economy is far 
more robust at present than it was a few years ago. Although the numerous 
negative factors expected in the course of this year suggest to us that growth 
momentum will probably moderate, there is no need for undue economic 
pessimism.  
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