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North Rhine-Westphalia sliding into recession

September was the fourth month in a row to see the sentiment in the North Rhine-
Westphalian economy deteriorate. The companies surveyed not only rated their current
business situation noticeably worse but again were also clearly more pessimistic about the
coming months. The sentiment deteriorated across all sectors. The economy is heading for

an economic slump in the winter.
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The NRW.BANK.ifo Business Climate dropped
by a high 7.7 points to -15.5 balances in
September, as companies rated both their
current situation and their expectations much
worse than in the previous month. Only at the
beginning of the pandemic in spring 2020 were
companies more pessimistic about the future
than today. Meanwhile, the business climate is
clearly pointing to a recession. The economic
downturn is primarily attributable to the strong
and broad-based increase in prices. Inflation is
not only eating into real purchasing power but
also making production in energy-intensive
sectors less profitable.

The business climate in the construction sector
has virtually collapsed. Never before have
construction companies been more pessimistic
about the future. Besides the high cost of
materials, the turnaround in interest rates has
become an additional burden. Most recently,
more and more orders have been cancelled not
least due to increased financing costs. All
segments of the construction industry are
expecting a decline in construction activity in
the next three months. The sentiment in the
North Rhine-Westphalian housing construction
sector is particularly bad.

The services sector also recorded a noticeable
decline in sentiment, as service providers rated
their current situation much worse than before
and even expect it to deteriorate further in the

coming months. In view of the high loss of
purchasing power, the hospitality sector is
particularly concerned that times will become
extremely difficult. The same applies to the
logistics sector, which is suffering from the
high fuel prices.

Inflation is making life difficult also for
wholesalers and retailers in North Rhine-
Westphalia. For the first time in more than
two years, the majority of them rated their
situation negatively again, as there are hardly
any post-pandemic catch-up effects left to
drive consumption. Trading firms’ outlook
has also deteriorated further. Many retailers
and wholesalers therefore plan to reduce
their workforces.

The sentiment in the manufacturing sector
also declined, as companies were less
satisfied with their current business situation.
The renewed decline in order backlogs is
making them look at the next six months with
concern. April 2020 was the last time when
expectations were so pessimistic. The
sentiment deteriorated across nearly all lines
of industry. The situation is particularly
difficult in the chemical industry, where the
climate fell to the lowest level in over ten
years. Heavily dependent on gas, chemical
companies are planning to cut production on
a historic scale in the coming months. The
sentiment is gloomy also among
manufacturers of food and metal products,
whose business expectations dropped across
the board to a new all-time low. By contrast,
the sentiment improved in the electrical
industry in September, where production
recently picked up noticeably.
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Business Climate by Sector

Balnces, seasonally adjusted
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Balances, seasonally adjusted

09721 10/21 1121 12/21 0122 0222 03/22 04/22 0522 06/22 07/22 08/22] 0922

Climate 171 18.6 15.2 7.7 8.7 149 0.5 4.8 7.4 30 -50 -7.8 -155
Entire Economy Situation 232 248 245 159 153 19.7 195 205 262 253 185 187 11.4
Expectations 1.2 127 6.3 -0.1 24 103 -169 -99 -98 -17.0 -26.0 -31.2 -39.0
Manufacturing Climate 187 174 11.2 107 127 18.0 -7.5 3.3 7.6 0.8 -3.6 -10.6 -14.6
Service Sector Climate 7.9 219 177 4.7 71 151 80 120 165 138 3.9 0.7 -7.3
Construction Climate 150 209 185 147 149 167 -69 -164 -89 -84 -193 -140 -264
Trade Climate 13.5 4.9 70 -0.9 1.8 84 -11.0 -16.2 -147 -19.0 -257 -29.3 -32.3
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Disclaimer

This publication has been prepared by NRW.BANK and contains information for which, in spite of all care taken,
NRW.BANK assumes no liability, guarantee or warranty for the accuracy, completeness or suitability for a particular
purpose. The information from the advance release and the detailed analysis of the NRW.BANK.ifo Business Climate
is not used in connection with the provision of a securities service. The contents of this publication should not be
construed as an offer or solicitation to buy or sell financial instruments or to take any other action and does not form
the basis of or part of any contract. NRW.BANK, its executive and controlling bodies and its employees do not accept
any liability for damages arising from the use of this publication. All estimates and forecasts are subject to change
without notice. NRW.BANK is under no obligation to update, amend or supplement this publication or to inform its
recipients in any other way if any of the circumstances, estimates or forecasts contained in this publication change or
become incorrect. This publication is subject to the copyright of NRW.BANK. It may not be reprinted, copied, altered
or distributed or transmitted to unauthorised recipients, either in whole or in part, without prior written permission.
By accepting this publication, the recipient agrees to the binding nature of the above provisions.
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