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Eurozone indicators alerts an uncertain future

The Eurozone economy faces the risk of stagflation, combin-
“The euro area economy

is expected
to grow at potential in
2026” FMI

ing slower growth with rising inflation. Gross Domestic
Product (GDP) slowed sharply to 0,1% in the second quar-

ter, well below the 0,6% of the first quarter. This weakness
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is confirmed by the contraction of industry in September (PMI at 49,8 points due to a
drop in new orders) and the stagnation of manufacturing sectors in the major econo-
mies (Germany, France, and Italy). In parallel, inflation accelerated in September to
2,2%, two-tenths higher than in the previous quarter, returning to April levels. This is
without forgetting that the poor trade agreement with the US will lead to a drop in
European exports across the Atlantic of around 66 billion euros, with a cumulative
negative impact on GDP of 0,7% between 2025 and 2027. Despite this outlook, the
high-frequency model maintains its annual growth forecasts at 1,2% for this year and
1,1% for 2026, although if the trends in the indicators persist in the medium term,
further downward corrections are likely. According to the IMF, risks are tilted to the
downside. Prolonged uncertainty, greater protectionism, and disruptions in the labour
supply could reduce growth. Fiscal vulnerabilities, potential corrections in financial
markets, and the deterioration of institutions could threaten stability.
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The High Frequency Model analyses the main trends shared by a group of selected business indicators which recent evolution is dis-

played in following tables and graphs.

Those common trends are extracted through Principal component analysis and the extracted factors are forecasted with automatic

ARIMA models.

After that, those forecasts are used both, to get specific forecasts on individual indicators (Dynamic Factor analysis), and to get a

monthly GDP growth rate through temporal desegregation techniques (Chow-Lin).
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Harmonised Unemployment Rate Economic Sentiment Indicator: Germany
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Oct 29 Preliminary flash estimate GDP - Spain Q3/2025

Oct 30 Preliminary flash estimate GDP - EU and euro area Q3/2025

Oct 30 Unemployment September 2025

Oct 31 Flash estimate inflation euro area October 2025

Nov 13 Industrial production September 2025
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ed in the table at right. February 24 .
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Economic Forecasting Center (CEPREDE in Spanish language) begins in 1981 as a result of work of a group of professors from the Autonomous Univer-
sity of Madrid (UAM) and the unconditional support of the Chamber of Commerce and Industry of Madrid and the University-Enterprise Foundation.
Five years later in 1986, establishing the Economic Forecasting Center Association (CEPREDE in Spanish). The Association counts among its partners,
private corporations, business associations and governments of the autonomous administrations. CEPREDE is now a permanent Center for Economic
Research, a reality created and shared by everyone, Sponsors, Founders, Partners and a group of university professors and researchers.

A reality which numerically is summarized in decades of history, with hundreds of prediction, continuous analysis of approximately 1.000 macroeco-
nomic variables and 200 short-term indicators, permanent consultation with a hundred experts panel.

Asociacion Centro de Prediccion Econémica, CEPREDE
Att. (morning hours) T. +34 91 497 86 70
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