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Key results of the joint economic forecast (autumn 2016) 
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Soft international environment 

ÁWorld trade 

» +0.3 % (2016) 

» +1.8 % (2017) 

» +2.0 % (2018) 

ÁGerman export markets 

» +2.0 % (2016) 

» +2.1 % (2017) 

» +2.1 % (2018) 

Á Recovery of raw materials 

Á Risks of disintegration and 
neo-protectionism 

ĔMixed picture 

» No strong tailwinds … 

» … but weaker headwinds also 
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Euro area 

ÁModerate recovery continues 

Á Narrowing output gap 

» - 1.2 % (2016) 

» - 0.8 % (2017) 

» - 0.5 % (2018) 

Á ECB expected to prolong its 
expansionist policy stance 

Á Record-low interest rates at 
record-high debt levels 

Á Fragile politics 

Ĕ Debt overhang and financial 
sector distress unsolved 
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Germany: The big picture 

ÁStretched upswing 

ÁOverall capacity utilization 
slightly above normal 

ÁCyclical pattern less 
pronounced 

ÁPotential growth depends 
on net-immigration into the 
labor force 
» + 460,000 (2016) 

» + 540,000 (2017) 

» + 480,000 (2018) 
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Data edge: Positive output gap confirmed by 
survey-based capacity utilization in manufacturing 

ÁManufacturing 
» Capacity utilization in 

manufacturing somewhat 
above normal for more than 
ǘǿƻ ȅŜŀǊǎ Χ 

» Χ ǿƘƛƭŜ ƛƴŎƻƳƛƴƎ ƻǊŘŜǊǎ 
surpass production 
capacities 

ÁConstruction 
» Capacity utilization at record 

high levels 

ÁVibrant labor market 
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Economic activity regaining momentum 

ÁQ1/Q2 pattern distorted by 
weather effects 

Á Industrial production 
» - 2.3 % (July) 

» Bounce-back expected for 
August (works holidays) 

» Mirrored in export numbers 

ÁMain business climate (ifo) 
» - 1.8 % (August) 

» +3.0 % (September) 

Á Business climate in the service 
industries still at high levels 
(ifo, DIHK) 

ÁGDP in 2017 affected by 
calendar effect (- 0.3 pp) 
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Expansion driven by domestic factors 

Á2015/2016 strongest boost 
in consumption for 15 years 
(private and public) 

ÁConstruction near to 
capacity limits 

ÁM&E investment lagging 
behind and remaining 
moderate compared to 
past patterns 
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Private consumption 

Á2016-Q2: Dip in line with 
energy price hike 

ÁStrong 2016-H2 due to 
distinct pension increase 

ÁRobust labor market (wage 
rates and employment) and 
public transfers feed into 
ǇǊƛǾŀǘŜ ƘƻǳǎŜƘƻƭŘǎΩ 
purchasing power 
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Investment in machinery and equipment 

ÁLow 2017 annual rate 
» Carry-over effect (- 0.7 pp) 

» Calendar effect (- 0.8 pp) 

ÁCyclical pattern subdued 
due to creeping upswing 

ÁFinancing conditions 
remain extremely favorable 

ÁRecent past saw series of 
uncertainty shocks (strain 
on investor confidence) 

ÁOther theses 
» Harbinger of demographics? 

» Productivity slowdown? 
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Exports 

ÁStagnation in 2016-H2 
» Low car production in July 

» Slower growth in foreign 
markets 

ÁBrexit 
» Dampens 2017 annual rate of 

exports by 0.4 pp 

» Negative GDP impact only 
0.1 pp 

ÁRecovery in 2017/2018, but 
moderate pace compared 
to pre-crisis dynamics 
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Labor market 

ÁRecord high employment 
» + 525,000 (2016) 

» + 431,000 (2017) 

» + 441,000 (2018) 

ÁStagnating registered 
unemployment (6.1 %) 
while ILO numbers keep 
decreasing 

ÁStill employment friendly 
effective wage increases 
» + 2.0 % (2016) 

» + 2.6 % (2017) 

» + 2.6 % (2018) 
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Public finance 

2015 2016 2017 2018 

Fiscal balance Bn. Euro 22.6 20.1 13.7 16.0 

Fiscal balance in % of GDP 0.7 0.6 0.4 0.5 

Output gap in % of potential GDP 0.1 0.6 0.4 0.5 

Cyclically adj. balance in % of GDP 0.7 0.3 0.2 0.2 

Cyclically adj. balance Bn. Euro 22.6 9.4 5.8 7.4 

One-off income Bn. Euro 0.6 0.0 3.8 0.2 

Cyclically adj. balance less 
one-off income 

Bn. Euro 22.0 9.4 2.0 7.2 
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Key figures 

2015 2016 2017 2018 

GDP (% yoy) 1.7 1.9 1.4 1.6 

GDP-Deflator (% yoy) 2.0 1.4 1.5 1.6 

Consumer prices (% yoy) 0.2 0.4 1.4 1.5 

Unit labor cost (%, yoy) 1.5 1.4 2.0 1.9 

Employment (1000 persons) 43,057 43,581 44,012 44,453 

Unemployment (1000 persons) 2,795 2,692 2,696 2,724 

Fiscal balance (% of GDP) 0.7 0.6 0.4 0.5 

Current account balance (% of GDP) 8.4 8.8 8.6 8.4 
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The world economy on the search for growth 

ÁStructural Reforms 
» .ŜŎƻƳŜ ŜǾŜƴ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘ ŀǎ ŜŎƻƴƻƳƛŜǎ ŀǊŜ ŀƎƛƴƎ Χ 

» Χ ōǳǘ ǊŜƳŀƛƴ ǳƴǇƻǇǳƭŀǊ 

ÁMonetary policy 
» Did (more than) enough 

» Runs out of (positive) impact, risk of negative side-effects 

ÁFiscal policy 
» Hampered after heavy GFC interventions, sustainability issues 

» .ŀŎƪ ƻƴ ǎǘŀƎŜΚ αYŜȅƴŜǎ ǇǳǘάΚ LƳǇƭƛŎŀǘƛƻƴǎ ŦƻǊ 9ǳǊƻǇŜŀƴ ƎƻǾŜǊƴŀƴŎŜΚ 

ÁNeo-protectionism/economic disintegration 
» Popular (but destructive) temptation: Beggar-thy-ƴŜƛƎƘōƻǊ Χ 

» Χ Ǝŀƛƴǎ ƳƻƳŜƴǘǳƳ 
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Monetary policy hits limits  

0

100

200

300

400

500

600

700

800

900

1000

2005 2007 2009 2011 2013 2015 2017

Fed BoE BoJ ECB

Quarterly data.

Index (2005=100)

Monetary Base

0

1

2

3

4

5

6

7

2000 2002 2004 2006 2008 2010 2012 2014 2016

US Fed BoE BoJ ECB

Monthly data.

Percent

Monetary policy rates



  16   KOOTHS | Economic Outlook 2017: Chewing gum cycle in Germany 

Fiscal stance 2007 (pre-crisis) 
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Fiscal stance 2009 (in crisis) 
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Fiscal stance 2016 (post-crisis?) 



  19   KOOTHS | Economic Outlook 2017: Chewing gum cycle in Germany 

Fiscal stance and public debt 

-10

-9

-8

-7

-6

-5

-4

-3

-2

-1

0

1991 1995 1999 2003 2007 2011 2015

Advanced Economies G20 EMU

Net Public LendingNet Public LendingNet Public LendingNet Public LendingNet Public LendingNet Public LendingNet Public LendingNet Public Lending

Annual Data. In relation to nominal GDP; Dotted lines: Cyclically adjusted.
Source: IMF, Fiscal Monitor.

Net Public Lending

Percent

40

50

60

70

80

90

100

110

120

1991 1995 1999 2003 2007 2011 2015

Advanced Economies G20 EMU

Gross Government DebtGross Government DebtGross Government DebtGross Government DebtGross Government DebtGross Government DebtGross Government DebtGross Government Debt

Annual Data. In relation to nominal GDP.
Source: IMF, Fiscal Monitor.

Gross Government Debt

Percent



  20   KOOTHS | Economic Outlook 2017: Chewing gum cycle in Germany 

Neo-protectionism via non-tariff barriers to trade 

Source: WTO, World Trade Statistical Review 2016. 
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EU citizens‘ attitudes towards TTIP 
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