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Germany: ”Half drew she him, half sank he down”
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Since the euro was introduced back in 1999, the structure of German economic 
growth has changed drastically: from a mostly domestically-shaped increase in 
economic output ever since the German reunification towards a strong export ori-
entation. Thus, net exports make up about 50% of the real GDP growth recorded 
since 1999. On the other hand, between 1991 and 1999 net exports arithmeti-
cally did not contribute to the increase in economic performance.
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Net export growth contribution (pp, rhs)

Gross domestic product (real, index 1992 = 100)

Domestic demand (real, index 1992 = 100)

average 1992 - 1999: -0.1 pp average 2000 - 2013: +0.6 pp

Germany has been on a drip-feed with exports since 2000...

Source: Thomson Reuters, Raiffeisen RESEARCH
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Private consumption* Gross fixed investment*
Government consumption* Net exports*
GDP (real, % yoy)

forecast

...and relies on external help also during the current upswing

*Growth contribution in percentage points
Source: Thomson Reuters, Raiffeisen RESEARCH

Germany is highly dependent 
on exports also in the current 
upswing

During the current upturn Germany remains heavily dependent on exports, too. 
After these had virtually stagnated in 2013, for the current and the next year we 
expect a jump of around 5% and 7%, respectively. The rising foreign demand 
should result also in higher equipment investment over the next few quarters. 
Moreover, the simultaneously - with respect to the economic development of Ger-
many - far too loose monetary policy of the ECB will very likely lead to a strong 
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pick-up in construction investment both this and next year. In total, this should be 
enough for real GDP to expand by around 2% in 2014 and by significantly more 
than 2% in 2015.

By contrast, personal consumption churns to life only very slowly and will contrib-
ute to GDP growth by just 0.5 percentage points this year. However, this could 
change in 2015 and 2016. On the one hand, the latest collective wage agree-
ments indicate a higher wage increase for the next few years. On the other, the 
uniform minimum wage of EUR 8.5 coming into effect in 2015 or 2016 will boost 
disposable income considerably.
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Wage agreements (excl. one-off payments, % yoy)

Negotiated wages (incl. one-off payments, % yoy)

Negotiated wages (excl. one-off payments, % yoy)

Personal consumption could slowly gain momentum thanks to rising wages

Source: Bundesbank, WSI Tarifarchiv, Raiffeisen RESEARCH

Private consumption is gaining 
traction only very slowly

Minimum wage and high wage 
agreements probably will 

increase price pressures

The German economy is heading 
into overheating

Whether and how much the uniform minimum wage will spur personal consump-
tion in the end is however difficult to estimate.1 We do not expect more than 
a 2% yoy increase. Compared to the average annual growth rate of 0.7% be-
tween 2001 and 2013, this is indeed a substantial rise, yet one still cannot speak 
about boom in consumption. Although there are signs that the employees who 
benefit from the minimum wage will in fact spend their higher incomes for con-
sumption purposes and not save them, the introduction of the minimum wage will 
likely cause a tangible jump in consumer prices, however. Especially low-skill ser-
vices (industrial cleaning, catering and hotel industry, hairdressing, retail, private 
transport sector, etc.) and unprocessed food (local fruits and vegetables, meat) 
could in part become dramatically more expensive. The bottom line is that the 
purchasing power of all consumers will be curtailed. If global economy continues 
running smoothly in 2016 as well, real GDP could nevertheless advance by sig-
nificantly more than 3% thanks to the rising personal consumption. 

As gratifying as the economic outlook for the next few years sounds, one has to 
evaluate the expected development with just about the same degree of criticism. 
Given a potential growth rate of 1.25% up to 1.5% and an almost closed output 
gap, it quickly becomes clear that the German economy could slide into a period 
of significant overheating in the next three to four years due to far too loose mon-
etary policy and too expansionary fiscal policy2. Ironically, this is exactly the pol-
icy mix that has led to bubble phases in some peripheral countries following the 
euro introduction. Therefore, in the worst case Germany is heading for a housing 
price bubble and a noticeable surge in inflation. The stronger the economic ex-

1   For a detailed analysis about minimum wages, we refer to publications of (among others) the DIW, the ifo Institute 
and the RWI.

2   The originally planned debt reduction for the years 2016-2018 was removed from the draft budget of the federal 
government in early April as the initially expected budget surpluses are now being eaten up by, among other things, 
the costly pension plans (retirement at the age of 63, “Mütterrente”).
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aggeration turns out to be, the more severe the subsequent recession will be. And 
as the past has taught us: There is no party without a hangover.

average quarter-on-quarter growth rate 
from Q1 1991 to Q4 2013: 0.33% -> 1.32% yoy 

95
00
05
10
15
20
25
30
35
40
45
50

1Q
91

1Q
92

1Q
93

1Q
94

1Q
95

1Q
96

1Q
97

1Q
98

1Q
99

1Q
00

1Q
01

1Q
02

1Q
03

1Q
04

1Q
05

1Q
06

1Q
07

1Q
08

1Q
09

1Q
10

1Q
11

1Q
12

1Q
13

1Q
14

1Q
15

1Q
16

1Q
17

1Q
18

Real gross domestic product (index Q1 1991 = 100)
Boom-bust scenario*
Trend growth

 Rushing headlong into disaster with eyes wide open?

* Possible scenario assuming a monetary policy of the ECB that is too expansionary for Germany in the coming years, a 
too expansionary fiscal policy as well as a robust global economic development 
Source: Thomson Reuters, Raiffeisen RESEARCH

In a worst case scenario a house 
price bubble and high inflation 
are looming 
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Warnings

  Figures on performance refer to the past. Past performance is not a reliable indicator of the future results and develop-
ment of a financial instrument, a financial index or a securities service. This is particularly true in cases when the finan-
cial instrument, financial index or securities service has been offered for less than 12 months. In particular, this very short 
comparison period is not a reliable indicator for future results.

  Performance is reduced by commissions, fees and other charges, which depend on the individual circumstances of the 
investor.

  The return on an investment can rise or fall due to exchange rate fluctuations.
  Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may devi-

ate from the forecast. Consequently, forecasts are not a reliable indicator for the future results and development of a fi-
nancial instrument, a financial index or a securities service. 

A description of the concepts and methods which are used in the preparation of financial analyses can be found at: www.raiffeisenre-
search.at/conceptsandmethods

Detailed information on sensitivity analyses (procedure for checking the stability of the assumptions made in this document) can be found 
at: www.raiffeisenresearch.at/sensitivityanalysis

Risk notifications and explanations
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