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Press Release

Escalating crisis having an impact on Europe

Findings of the GfK Consumer Climate Europe survey for the
third quarter of 2011

Nuremberg, October 18, 2011 — Faced with the ongoing debate
about a Greek bailout and the worsening debt crisis in France and
Italy, European consumers are noticeably unsettled once again.
This is one of the findings of the GfK Consumer Climate Europe
survey which provides an overview of the development of econom-
ic, price and income expectations and willingness to buy among
consumers in Austria, Bulgaria, the Czech Republic, France, Ger-
many, Greece, Italy, Poland, Portugal, Romania, Spain and the UK.
These 12 countries account for around 80%b of the total population
of the 27 EU member states.

While in spring most countries in the European Union were optimistic that
the crisis would be overcome in the foreseeable future, there has been a
considerable change in sentiment over the summer. In the second quarter it
appeared that the recession had bottomed out in Europe, as the economies
of most European countries started to recover from the deepest recession
since the Second World War and economic results in many countries re-
turned to a slight upward trend for the first time. However, debates on
further aid and loan guarantees for Greece severely unsettled European
consumers once again this summer. As a result of their high level of debt,
Italy and France are at risk of having their credit ratings downgraded by the
major rating agencies. Economic growth in the major European countries is
not as strong as experts had predicted in spring. Only Germany is still regis-
tering extremely good economic results, but even here growth expectations
have recently markedly declined.

For the continued economic recovery of the European Union it is essential
that the individual countries reduce their debt levels quickly and with lasting
effect. How the EU tackles the Greek crisis in the coming weeks and what
cost this generates for individual countries will certainly be a decisive factor
in whether and how fast European consumers start to believe in the eco-
nomic recovery of Europe again.
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Economic expectations: UK fighting for economic recovery

Since June, economic expectations have more or less collapsed in almost all
the European countries included in the survey, with the most marked de-
clines recorded in Germany (from 50.3 to 4.8 points), Austria (from 19.6 to
-26.2 points) and France (from -15.3 to -42.2 points). The only countries
able to evade this trend to a certain extent were Poland (from -13.9 to -10.2
points), Bulgaria (from -10.8 to -15.3 points) and Romania (from -26.2 to -
32.8 points).

In the UK, economic recovery has been significantly slower and more varia-
ble than in the two previous recessions between 1979 and 1981 and
1990/91. In the second quarter, economic growth was up 0.7% in compari-
son with the prior year. The tsunami in Japan was one of the reasons that a
higher level of growth was not achieved, with vehicle imports in particular
affected by the disaster. The British government’s austerity measures are
slowly starting to have an impact and public spending has been reduced to
almost zero, although this is having a negative effect on economic growth.
Low economic growth is also attributable to the increased thrift demonstrat-
ed by British consumers in recent weeks and months. Higher rates of infla-
tion, negligible salary raises and increased unemployment all mean that
consumers do not currently hold an optimistic view of the future. In Sep-
tember, the International Monetary Fund made a downward correction to
the UK'’s predicted economic growth from 1.5% to 1.1% and also revised the
outlook for 2012 by 0.7 percentage points to 1.6%. Development of the
economic expectations of UK consumers followed a similar trend. After a
recovery from the low in April to -17.4 points in June, the indicator once
again dropped in the last few months and now stands at -29.7 points.

Greeks have lost all confidence that economic recovery will occur in the
foreseeable future: economic expectations reached a new record low of -
58.7 points. A lower value has only been recorded once, in December 2010,
when the indicator stood at -59 points. Greece’s economic performance de-
clined by 5.5% in the second quarter of this year and a similar figure is an-
ticipated for the year as a whole. Public spending has continued to rise and
consequently put any plans proposed by the EU and International Monetary
Fund to help Greece overcome the crisis at risk. Greece’s government has a
deficit of around 9% at present and more than one in every six Greeks are
currently unemployed, a statistic which is expected to rise to one in five by
the end of the year and, by 2012, to one in four. Contributions to the na-
tional budget have fallen spending has risen and measures such as liberali-
zation and privatization of the economy and reduction in civil servants are
not being implemented quickly and forcefully enough by the Greek govern-
ment. Public enterprises and state authorities that are surplus to require-
ments have not been closed and agreed cuts have not been executed. By
the end of the year, the government deficit will in all likelihood have risen to
more than 8.6% of GDP. In light of the high level of unemployment and
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increasing taxes and contributions, consumption is also not bolstering the
economy because Greeks are currently only making essential purchases. An
additional major problem is low productivity and an extremely high deficit in
the combined current and capital account. It remains to be seen whether
Greece is able to recover with the help of the EU and the International Mon-
etary Fund. At present, anything is possible and a great deal of time, pa-
tience and money will continue to be required from the “euro rescuers” in
order to keep Greece in the currency union, should the desire to do so re-
main.

In contrast, Bulgaria has successfully remained on a positive path and reg-
istered economic growth of around 2% in comparison with the prior year.
This growth has primarily been driven by export activities and the tourism
industry, which created many jobs over the summer. However, in compari-
son with 2008 the growth rates are relatively modest and this is also reflect-
ed in economic expectations. In light of the European debt and financial
crisis, consumers are not convinced that the situation will continue to have
as little impact on Bulgaria as has been the case so far. At present, the indi-
cator stands at -15.3 points, but its development in recent months has been
rather variable, which is also attributable to discussions surrounding the
Greek bailout and the anticipated rescue package. This year, Bulgaria has
successfully reduced its government deficit and stabilized its general eco-
nomic results. It was subsequently rewarded with an upgrade of its credit
rating by the rating agency Moody'’s.
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Income expectations: Italians anticipate higher taxes

In the wake of greater economic uncertainty, income expectations have also
fallen across Europe. As is to be expected, the most pessimistic nations were
Greece (-59.3 points) and Portugal (-58.5 points), although a significant
reduction in income is also anticipated in France (-51.9 points).

In the last three months, Italian consumers have become aware for the
first time that there is a real threat of national bankruptcy. They have evi-
dently faced up to this situation and are prepared to make sacrifices in order
to confront the crisis. Italians are as unwilling as other countries to volunta-
rily pay higher taxes, but in the current situation they are prepared to suffer
cutbacks in income if this will help reduce government debt to a reasonable
level. Despite the state already receiving 42.8% of their salaries, higher
earners in particular are willing to accept tax increases. There is a much
greater concern about cuts in social services and the impact of economic
growth being too low. In general, Italians do not expect the economic situa-
tion to improve in the foreseeable future. Overall unemployment is currently
at around 8% and is even higher among young people at almost 28%, one
of the highest rates in Europe. This trend is also clearly reflected in income
expectations, which have fallen by around 15 points since June and, at -43
points, are now among the lowest of all the countries in the study. A lower
indicator value was last recorded in August 2008.

A varied picture also emerges in the development of income expectations in
Poland. On the one hand, employment levels have been rising and econom-
ic growth is good in Poland, with experts forecasting growth of around 4.5%
for 2011 as a whole and a predicted increase of 0.5% in private consump-
tion. On the other hand, unemployment is still extremely high at 11.8% and
here too the greatest factor causing unease is the ongoing developments in
Greece and their potential consequences for the EU, and therefore also Pol-
and. At the time of the survey, additional uncertainty was caused by immi-
nent general elections for a new national government. Citizens in Poland
were very sensitive to communications prior to the election and apprehen-
sion of political developments always generates a degree of unease among
consumers. These conflicting factors have also had an effect on income ex-
pectations, which have fluctuated considerably over the last three months.
The indicator level has risen a little again and currently stands at -19.9
points.
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Willingness to buy: France must increase income

Rising taxes and duties and a slowdown in economic growth in the European
Union are also having an impact on consumers’ willingness to buy. The
highest values for the indicator continue to be recorded in Germany (29.7
points) and Austria (26.0 points), followed at a significant distance by Bulga-
ria at -2.2 points. Hesitation in regard to whether or not make to major pur-
chases now, or if it is better to delay such spending is greatest in Portugal (-
49.6 points), the UK (-49.1 points) and Romania (-37.6 points).

The situation in Romania is changeable at present. Although Romania was
able to overcome the crisis this year, with year-on-year growth of 0.2% in
the second quarter, and unemployment falling slightly to just under 5%,
these improvements have not yet trickled down and had a positive effect on
Romanians’ everyday life. Inflation is at 7.9% and VAT is at 24%. Salaries of
civil servants were cut by up to 25% as part of saving measures over the
past year and it has not yet been possible to reverse these reductions. Con-
sumers are having to spend the majority of their income on food and non-
alcoholic drinks, consequently spending is limited to the absolute necessities.
This is confirmed by the willingness to buy indicator, which currently stands
at -37.6 points. After a slight recovery to -20.9 points in August, it has again
dropped in the last two months as a result of general uncertainty surround-
ing the development of the debt crises in Europe and the USA.

Portugal is battling through the crisis and is systematically implementing
the cost-cutting program set by the European Union troika. The initial minor
achievements are already evident: government finances have improved
slightly and inflation is steady at between 2% and 3%. However, the auster-
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ity measures are placing extremely high demands on citizens, with the aver-
age tax rate already at 40% and set to rise even further on account of the
troika measures. Salary increases are also not to be expected. In addition,
the 2011 Christmas bonus is being reduced by 50% across the board, which
will have a severe impact on consumers at this important time of year. Por-
tuguese consumers have responded accordingly, only spending money on
the necessary everyday items and postponing major purchases where possi-
ble. For example, car sales have fallen by 30% and demand for consumer
durable goods in general has also declined by 10%. Although consumers do
not expect the situation to deteriorate further, they are extremely conscious
of the fact that the road out of the crisis will be long and arduous. Willing-
ness to buy has therefore only fluctuated slightly in the last few months and
currently stands at -49.6 points.

France is making efforts to maintain its highest possible credit rating with
the rating agencies at the moment. National debt is currently at 88% of
GDP. The additional loan guarantees to prop up Greece have primarily been
shouldered by Germany and France and could cause the French government
deficit to increase even further in the near future. Added to this is the fact
that economic growth has been much slower than was anticipated, which
means that the government is receiving less money from taxation and social
contributions. President Nicolas Sarkozy must make savings and increase
income and French citizens therefore anticipate that both taxes and contri-
butions will rise further. Consequently, they are only spending on items that
are absolute necessities for everyday life and are postponing major purchas-
es for as long as possible. At -32 points, the willingness to buy indicator
clearly reflects this mindset.

Spain has managed to keep inflation somewhat at bay and, at 3%, it is
currently the lowest it has been since the end of last year. This is primarily
attributable to reduced fuel prices, which have taken pressure off consum-
ers’ wallets. Despite this, Spaniards are not too optimistic and are not plan-
ning to make major purchases in the near future. Firstly, unemployment will
increase again and many of those who had a seasonal job over the summer
will have to tighten their budgets in the coming weeks and months. Second-
ly, the general economy is still very far away from overcoming its phase of
weakness. Economic researchers expect it to take at least three years for
the economy to fully recover from the crisis. In addition, there is uncertainty
about how the debt crisis will develop in the European Union as a whole.
These factors are directly affecting consumers, who are cautious when it
comes to expenditure above and beyond their daily needs. Overall, the wil-
lingness to buy indicator has been relatively stable over the past three
months and currently stands at -15.9 points.
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The survey

These findings are taken from the “GfK Consumer Climate MAXX survey”,
which is based on consumer interviews conducted in all European Union
countries each month on behalf of the EU Commission.

The monthly interviews are distributed as follows among the countries ob-
served:

Austria 1,500
Bulgaria 1,000
Czech Republic 1,000
France 3,300
Germany 2,000
Greece 1,500
Italy 2,000
Poland 1,000
Portugal 2,100
Romania 1,000
Spain 2,000
United Kingdom 2,000

Further information: Rolf Biirkl, tel. +49 911 395-3056, rolf.buerkl@gfk.com
or at http://www.qgfk.com/consumer_climate europe
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The table below provides an overview of the individual indicators:

Economic expecta-
tions

This index is based on the following question to consumers: “How do
you think the general economic situation will develop in the next 12
months?” (improve considerably — improve somewhat — remain approx-
imately the same — deteriorate somewhat — deteriorate considerably —
don’t know)

Income expectations

This index is based on the following question to consumers: “How do
you think the financial situation of your household will develop in the
next 12 months?” (improve considerably — improve somewhat — remain
approximately the same — deteriorate somewhat — deteriorate consi-
derably — don’t know)

Consumption and
buying willingness

This index is based on the following question to consumers: “Do you
think it is advisable to make major purchases at the moment?” (Yes,
it's a good time to do so — now is neither a particularly good nor a
particularly bad time - no, it is a bad time to do so — don't know)

The GfK Group

The GfK Group offers the fundamental knowledge that industry, retailers,
services companies and the media need to make market decisions. It deliv-
ers a comprehensive range of information and consultancy services in the
three business sectors Custom Research, Retail and Technology and Media.
The No. 4 market research organization worldwide operates in more than
100 countries and employs over 11,000 staff. In 2010, the GfK Group’s
sales amounted to EUR 1.29 billion. For further information, visit our web-
site: www.gfk.com. Follow us on Twitter: www.twitter.com/gfk_group.

Responsible under press legislation
GfK SE, Corporate Communications

Marion Eisenbléatter
Nordwestring 101
90419 Nuremberg
Germany

Tel. +49 911 395-2645
Fax +49 911 395-4041

public.relations@gfk.com

Page 8 of 8




