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Lockdown in Europe - but German IFO lead Indicators are on multiple years high 

What a surprise: while Germany had its disastrous easter slow down announcement we had 

two press releases from the German IFO institute which stood in a stark contrast with the 

normal news flow. First, the business climate indicator rose to 22 months high bringing the 

IFO clock back to the recovery quadrant. But only to be followed by the release of the 

German export expectations which have reached a level last seen in January 2011. 

These latest lead indicators not only confirm the recovery of the German export sector, but 
also confirm a pickup of growth in the Eurozone based on the latest strong flash PMI data. 
Market participants expect a strong global recovery later in 2021 once we will have vaccinated 
more than 50% of the population. At the beginning of April global PMI data will give us more 
insight regarding the future growth path. 

 

Fig. 1: IFO Business clock back in recovery before re-entering the boom phase? 

 



 

 
Fig. 2: IFO Survey: Strong business expectations, highest level in the last 22 months 

 

 

Fig. 3: IFO Export expectations on the highest level since January 2011 

 
 
 
 



 

 
“A feeling of great optimism is emerging among German exporters. In March, the IFO Export 
Expectations in manufacturing rose from 11.9 points to 24.9 points – its highest level since January 
2011. The export industry is benefiting from strong economic activity in Asia and the US. Momentum 
is slowly picking up again in the euro area, too.”  
Source: IFO Institute 

In the meantime, the market consolidation in both equities and bonds was ongoing. US tech 
have lost almost 10% during March while the broader market like S&P 500 lost less than 5%. 
Therefore, the S&P 500 trades above its 50-day average while the Nasdaq 100 is trading 
around its 100-day average. 

 

Fig. 4: S&P 500 trades above its 50-day average 

 

 

Fig. 5: Nasdaq 100 is testing its 100-day average 

 



 

 

The question is – where are we going from here? We do expect a difficult US earnings season 
but would still expect that equities will perform better than bonds. Seasonality so far has 
worked out well during March with a strong start followed by a weaker 2nd half. If the script 
was to be continued, we should see a good April in equities.  

We therefore stick to our equity allocation recommendation: to broadly invest in the US equity 
market as basis and to add small caps and tech stocks. We do as well overweight Asian 
equities where we have a bet on China A-shares and Vietnam. 

Vietnam has just released its Q1 GDP estimation: Probably the country will grow 10% this year, 
which is one of the highest growth rate in our investment universe. 

With such a strong global growth outlook we do expect that corporate bonds (mainly 
emerging market hard currency bonds and selectively US high yields) should deliver a positive 
return until the end of 2021. 
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