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Important disclosures and certifications are contained from 
page 3 of this report.

Progressing despite near-term hurdles

•	 The euro area economy experienced a solid first half 
of the year, achieving decent growth after a year of 
stagnation. Recent indicators, however, have cast 
doubts on the sustainability of this growth momentum, 
particularly in the manufacturing sector. 

•	 We predict growth will continue, driven by a strong 
labour market and rising real incomes that bolster 
consumer spending in the coming year, but we see 
downside risks to the near-term outlook. 

•	 The disinflationary process in the euro area is still on 
track, albeit some slowdown has been observed over 
the summer owing to persistent high services inflation 
that keeps underlying inflation elevated. Combined with 
normalizing goods inflation, we expect only a gradual 
decline in core inflation. We forecast that headline 
inflation will stabilize close to the 2% target in the 
second half of 2025, but the final path is set to be 
bumpy.  

•	 We expect the ECB to deliver two more cuts of 25bp in 
2024, followed by three in 2025. This means a terminal 
rate of 2.50% at year-end 2025, due to the need to keep 
a restrictive monetary policy stance.  
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The euro area economy experienced a solid first half of the 
year, achieving decent growth after a year of stagnation. This 
positive trend was primarily supported by the service sector and 
the economies in Southern Europe, while the manufacturing 
sector and Germany faced challenges. Recent indicators, 
however, have cast doubts on the sustainability of this growth 
momentum, particularly due to weakness in the manufacturing 
sector. Global industrial activity has slowed down, and foreign 
demand looks frailer. As a result, we estimate that the near-
term growth prospects have weakened slightly since our last 
forecast in June and see downside risks to the projections for 
2024. Nonetheless, we still predict positive, but below trend, 
growth rates in GDP this year and next year, driven by private 
consumption and service providers. The labour market has 
moderated lately but overall remains solid which together with 
rising real incomes should bolster consumer spending. We 
see risks to the growth outlook for 2025 as balanced since 
we expect global central banks to gradually dial back the level 
of monetary policy restrictiveness and as consumption could 
increase more than expected thanks to current high savings. 

Paranthesis are the old projections (From June 2024) 
*End of period
Source: Danske Bank, Eurostat, ECB

GDP Growth

Inflation

Unemployment

Policy rate*

0.5%

5.4%

6.5%

4.00%

2023

0.7% (0.7%)

2.4% (2.4%)

6.5% (6.5%)

3.25% (3.50%)

Forecast
2024

1.2% (1.3%)

2.1% (2.1%)

6.6% (6.6%)

2.50% (2.75%)

2025
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The disinflationary process in the euro area is still on track, albeit 
some slowdown has been observed over the summer owing to 
persistent high services inflation. The most recent momentum in 
services inflation remains strong especially due to domestically 
driven inflation on the back of elevated wage growth. However, 
the overall trend for inflation is pointing lower as sellers have 
scaled back price increase expectations, and wage growth 
has come down more than expected. Momentum in energy 
and food inflation is well-behaved and should continue to be so 
as supply chains normalise further. Hence, we forecast that 
headline inflation will stabilize close to the 2% in the second half 
of 2025, but the path towards the 2% target is set to be bumpy. 
Meanwhile, after a prolonged period of stability, goods inflation 
is slowly rising to normal levels, leading us to expect only a slow 
decline in core inflation. The risks assessment of our inflation 
outlook is tilted to the upside due to the potential of stronger-
than-expected wage growth and energy prices.  

We expect the ECB to deliver two more 25 bp cuts in 2024, in 
September and December, respectively, followed by three more 
in 2025, bringing the terminal rate to 2.50% in 2025. The call 
reflects a risk management exercise for the ECB looking at the 
totality of data where recent softening in growth and the labour 
market makes up for the still strong domestic inflation. This has 
meant that while our baseline outlook for inflation is broadly 
unchanged in our forecast horizon, the incoming data through 
the summer has removed some topside risk to inflation through 
easing growth and labour markets. Hence, we expect the ECB to 
be sufficiently confident in inflation returning to 2% to continue 
lowering the policy rate, and we see balanced risks to our ECB 
profile. 

The outlook for the German economy is weak as the heavy 
reliance on manufacturing and weakness in construction drags 
down growth. Industrial exports in Germany are challenged by 
relatively higher energy costs compared to competitors. Yet, 
private consumption and the service sector should support 
growth, so we expect economic output to expand slightly. 
However, the long-term growth outlook for the economy stays 
weak due to headwinds from a more austere fiscal policy and a 
shrinking workforce. 

The disinflationary process in the 
euro area is still on track, albeit some 
slowdown has been observed over 
the summer owing to persistent high 
services inflation
Rune Thyge Johansen, Analyst at Danske Bank 

% q/q Index

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

40.0

42.5

45.0

47.5

50.0

52.5

55.0

57.5

60.0

62.5

65.0

2014 2016 2018 2020 2022 2024

GDP, lhs. PMI Manufacturing, rhs. PMI Services, rhs.

Source: S&P Global, Macrobond Financial 

Source: Eurostat, Macrobond Financial 

Latest growth indicators have cast doubts on the 
sustainability of the recent growth momentum

After significant declines, inflation remains sticky 
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The labour market is strong and wage growth is easing
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Disclosures

This research report has been prepared by Danske Bank A/S 
(‘Danske Bank’). The author of this research report is Rune 
Thyge Johansen, Analyst.

Analyst certification
Each research analyst responsible for the content of this resear-
ch report certifies that the views expressed in the 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 cer-
tifies that no part of the compensation of the research analyst 
was, is or will be, directly or indirectly, related to the specific 
recommendations expressed in the research report.

Regulation
Danske Bank is authorised and regulated by the Danish Financi-
al Services Authority (Finanstilsynet). Danske Bank is authori-
sed by the Prudential Regulation Authority in the UK. Subject to 
regulation by the Financial Conduct Authority and limited regu-
lation by the Prudential Regulation Authority. Details about the 
extent of our regulation by the Prudential Regulation Authority 
are available from us on request.

Danske Bank’s research reports are prepared in accordance 
with the recommendations of Capital Market Denmark.

Conflicts of interest
Danske Bank has established procedures to prevent conflicts 
of interest and to ensure the provision of high-quality research 
based on research objectivity and independence. These proce-
dures are documented in Danske Bank’s research policies. 

Employees within Danske Bank’s Research Departments have 
been instructed that any request that might impair the objecti-
vity and independence of research shall be referred to Research 
Management and the Compliance Department. Danske Bank’s 
Research Departments are organised independently from, and 
do not report to, other business areas within Danske Bank. 

Research analysts are remunerated in part based on the overall 
profitability of Danske Bank, which includes investment banking 
revenues, but do not receive bonuses or other remuneration 
linked to specific corporate finance or debt capital transactions.

Financial models and/or methodology used in this research 
report
Calculations and presentations in this research report are 
based on standard econometric tools and methodology as 
well as publicly available statistics for each individual security, 
issuer and/or country. Documentation can be obtained from the 
authors on request.

Risk warning
Major risks connected with recommendations or opinions in 
this research report, including as sensitivity analysis of relevant 
assumptions, are stated throughout the text.

Expected updates
Quarterly

Date of first publication
See the front page of this research report for the date of first 
publication.

Rune Thyge Johansen
Euro area
rujo@danskebank.com

Where no other source is mentioned statistical sources are:
Danske Bank, Macrobond, EC, IMF and other national 
statistical institutes as well as proprietary calculations.

Editorial deadline: Monday 2 September at 16:00 CET
Economics Research

This publication can be viewed at  
www.danskebank.com/danskeresearch
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Disclaimer related to distribution in the United States

Disclaimer related to distribution in the United Kingdom

This research report was created by Danske Bank A/S and is 
distributed in the United States by Danske Markets Inc., a U.S. 
registered broker-dealer and subsidiary of Danske Bank A/S, 
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. institutional 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 A/S 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 

In the United Kingdom, this document is for distribution only to 
(I) persons who have professional experience in matters relating 
to investments falling within article 19(5) of the Financial Ser-
vices and Markets Act 2000 (Financial Promotion) Order 2005 
(the ‘Order’); (II) high net worth entities falling within article 
49(2)(a) to (d) of the Order; or (III) persons who are an elective 

Bank A/S who have prepared this research report are not regis-
tered or qualified as research analysts with the New York Stock 
Exchange or Financial Industry Regulatory Authority but satisfy 
the applicable requirements of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes 
to purchase or sell any Relevant Financial 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 audi-
ting standards of the U.S. Securities and Exchange Commissi-
on.

professional client or a per se professional client under Chapter 
3 of the FCA Conduct of Business Sourcebook (all such persons 
together being referred to as ‘Relevant Persons’). In the United 
Kingdom, this document is directed only at Relevant Persons, 
and other persons should not act or rely on this document or 
any of its contents.

General disclaimer

This research has been prepared by Danske Bank A/S. It is 
provided for informational purposes only and should not be con-
sidered investment, legal or tax advice. It does not constitute or 
form part of, and shall under no circumstances be considered 
as, an offer to sell or a solicitation of an offer to purchase or sell 
any relevant financial instruments (i.e. financial instruments 
mentioned herein or other financial instruments of any issuer 
mentioned herein and/or options, warrants, rights or other inte-
rests with respect to any such financial instruments) (‘Relevant 
Financial Instruments’).

This research report has been prepared independently and 
solely on the basis of publicly available information that Danske 
Bank A/S considers to be reliable but Danske Bank A/S has 
not independently verified the contents hereof. While reaso-
nable care has been taken to ensure that its contents are not 
untrue or misleading, no representation or warranty, express 
or implied, is made as to, and no reliance should be placed on, 
the fairness, accuracy, completeness or reasonableness of the 
information, opinions and projections contained in this research  

report and Danske Bank A/S, its affiliates and subsidiaries 
accept no liability whatsoever for any direct or consequential 
loss, including without limitation any loss of profits, arising from 
reliance on this research report.

The opinions expressed herein are the opinions of the research 
analysts and reflect their opinion as of the date hereof. These 
opinions are subject to change and Danske Bank A/S does not 
undertake to notify any recipient of this research report of any 
such change nor of any other changes related to the information 
provided in this research report.

This research report is not intended for, and may not be redistri-
buted to, retail customers in the United Kingdom (see separate 
disclaimer below) and retail customers in the European Econo-
mic Area as defined by Directive 2014/65/EU.
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 purpo-
se without Danske Bank A/S’s prior written consent.
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Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at per-
sons in member states of the European Economic Area (‘EEA’) 
who are ‘Qualified Investors’ within the meaning of Article 2(e) 
of the Prospectus Regulation (Regulation (EU) 2017/1129) 
(‘Qualified Investors’). Any person in the EEA who receives this 
document will be deemed to have represented and agreed that 
it is a Qualified Investor. Any such recipient will also be deemed 
to have represented and agreed that it has not received this 

document on behalf of persons in the EEA other than Qualified 
Investors or persons in the UK and member states (where equ-
ivalent legislation exists) for whom the investor has authority to 
make decisions on a wholly discretionary basis. Danske Bank 
A/S will rely on the truth and accuracy of the foregoing repre-
sentations and agreements. Any person in the EEA who is not a 
Qualified Investor should not act or rely on this document or any 
of its contents.

Report completed: 2 September 2024, 17:00 CET

Report first disseminated: 3 September 2024, 6:00 CET
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