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Flash Comment

Germany: Ifo improving again

e The Ifo expectations increased again and current condition was close to unchanged. It

) ) . Ifo (January)
appears that the forward-looking 1fo index bottomed out in October.

. . o . Act DB Con Last
o We expect Ifo expectations to increase moderately and to stay in line with very
moderate positive growth in Q1. Our Ifo expectations model also points to further
increases.

Expectations 1009 996 990 986
Currentcond. 116.3 116.8 116.8 116.7

Bus.climate 1083 107.8 1076 107.3
e Today's release added upside risk to our estimate of zero growth g/q in Q1 in Sounce DanskelNarkets

Germany. We forecast German growth in 2012 of 0.8% and 1.9% in 2013.

Ifo current condition remains resilient
- expectations bottomed in October

Ifo expectations increased again
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The Ifo expectations increased again in January and it appears that it bottomed out in =y Current situation

October. Expectations surprisingly increased from 98.4 in December to 100.9. This level Too i

is around the average value for this index. Ifo current conditions decreases dightly to 132

116.3 in January from 116.7. The current condition index has remained remarkably 90

resilient. The aggregate Ifo business climate increased to 108.3 from 107.3. ZS Ifo expectation =

Manufacturing expectations increased from 93.1 to 96.6, which is somewhat comforting.
Overadll today’s release is much better than consensus expectations. This is in line with
yesterday’ s better than expected PMI data, see Euro area: PMIs signal that worst is over
published on 24 January 2012.
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Despite a drop in retail expectations from 113.4 to 109.3 the index remains at a decent
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level. Construction expectations increased for the third month in a row from 106.2 to Srman private constmption an

. . . investments
110.9 and in wholesale expectations increased moderately from 104.1 to 104.8. We
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growth in Q1. Our Ifo expectations model also points to further increases. 50-

The German economy faces substantial headwinds from ongoing fiscal consolidation. 25

The ongoing debt crisis should weigh on the German economy as investments, exports 75 N 75
and private consumption are being affected negatively. However, some support can come iiS:S iigjg
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from the strong rise in the DAX, which is up by around 10% since the beginning of year. B @ M 6D 6D R 0 6E 60 9

The introduction of the 3 year LTROs has halted the escalation of the crisis and has
limited the negative impact of the European bank recapitalization. The improvement in
both US and emerging market yields support the export-sensitive German economy as
well.

Source: Reuters EcoWin and Danske Markets

Today’s release adds upside risk to our estimate of zero growth g/g in Q1 in Germany.
We forecast German growth in 2012 of 0.8% and 1.9% in 2013.

- See charts on the following pages.
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Ifo expectations and government bond yields

Ifo expectations have recovered
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Expectations in construction OECD leading indicator points to further decreases
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research report accurately reflect the research analyst’s personal view about the financial instruments and issuers
covered by the research report. Each responsible research analyst further certifies that no part of the compensation
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed
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Financial models and/or methodology used in this research report
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Risk warning
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limitation any loss of profits, arising from reliance on this research report.
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undertake to notify any recipient of this research report of any such change nor of any other changes related to the
information provided in the research report.

Thisresearch report is not intended for retail customersin the United Kingdom or the United States.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be
reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior
written consent.

Disclaimer related to distribution in the United States

This research report is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer
and subsidiary of Danske Bank, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S.
Securities and Exchange Commission. The research report is intended for distribution in the United States solely
to "U.S. indtitutional investors' as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this
research report in connection with distribution in the United States solely to “U.S. institutional investors”.

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence
of research analysts. In addition, the research analysts of Danske Bank who have prepared this research report are
not registered or qualified as research analysts with the NY SE or FINRA, but satisfy the applicable requirements
of anon-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financia
Instrument may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-
U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be
registered with the U.S. Securities and Exchange Commission and may not be subject to the reporting and
auditing standards of the U.S. Securities and Exchange Commission.
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