Monthly GDP: December 2018

Economic activity declined in the second half of 2018

Real GDP dropped 0.2% g/q in Q4 2018 after declining 0.1% g/q in Q3, therefore entering a "technical recession".
According to ISTAT, the quarterly print was due to the negative contribution from (gross) domestic demand outpacing
positive support stemming from net exports.

The revised estimate of monthly real GDP reflects the negative print in 4Q2018 and the weakness in latest economic
indicators, pointing to a-0.04% m/m drop in December (-0.09% y/y).

Industrial production (excluding construction) contracted further by 0.8% m/m in December, below expectations,
following a decline of 1.7% m/m in November. In terms of the main industrial groups, results were mixed across the
board: nondurable consumer goods posted the highest fall (-3.3% m/m) followed by the energy component (-1.5% m/m)
and durable consumer goods (-0.8% m/m), while intermediate goods marginally expanded by 0.1% m/m and investment
goods remained muted.

This, combined with further deterioration of business sentiment in January (with both manifacturing and service PMI
indices under the expansionary threshold), suggests that economic activity is unlikely to expand much in Q1 2019.
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