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Autumn 2019
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World Economy 
picksup onlyslowly

Euro areaeconomy
robust, but with
low momentum

Germany on the
brink of recession

Potential growth
isaging
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Winter 2019 (updates)
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Global growth remains
sluggish for the time being

German economy overcomes
slowdown only gradually
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Mind the boxes.
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World economy
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Advanced headwinds, emerging tail winds
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Pronounced deceleration in manufacturing
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ÁTurning point 2018
» Forerunners: Euro area, UK

» Slowdown in China

» US production weakens in 2019

ÁSpill-overs to other sectors

ÁPolicy uncertainty weighs on 
investor confidence
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Global policy uncertainty near historical highs

9

0

50

100

150

200

250

300

350

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Monthly data.

Source: policyuncertainty.com

Index

9/11-Terror
Lehmann

Brexit vote

US election
Brexit chaos

Trade conflict



ForecastingCenter | Kiel EconomicOutlook (Winter 2019)

World trade follows in the wake of weak IP
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World economy: Key figures
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ÁGlobal growth picks up, but remains subdued (compared to prev. years)
» Bottoming-out in IP/global trade, improved sentiment
» Easy monetary policy around the globe

ÁGrowth in advanced economies remains weak
» US economy continues to lose momentum as fiscal stimulus fades
» Euro area slightly stronger, supported by a strong labor market
» Eastern EU member states hit growth limits
» UK: Brexit + transition phase

ÁExpansion in emerging economies strengthens gradually
» Recovery in recently distressed countries (Brazil, Russia, Turkey)
» Gradual slowdown in China persists

ÁRisks
» Trade conflicts (upward and downward)
» Geopolitical tensions in the Middle East
» Monetary policy in unchartered territory

Sluggish global growth
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Euro area:
Operating at normal capacity utilization levels
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Euro area:
Revival of interest rates not in sight
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UK on the brink of recession
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German economy
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International environment
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Stylized picture
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Stylized picture:
Recent turning point and cyclical position today
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Capacity utilization: Three-part picture
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ÁManufacturing
» Recession since mid-2019

» Recovery in 4 to 6 quarters

ÁConstruction
» Booming (at record high levels)

» Ongoing strong activity

ÁServices
» Little momentum on average

» Consumer-related: Robust

» Business-related: Negative spill-
overs from manufacturing
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Business climate: Signs of stabilization
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Cheap financing, considerable credit growth
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Downswing not over yet

ÁBenchmark revision of national accounts
(autumn 2019)

» Downswing sets in 2 quarters earlier

» Real unit labor cost no longer supportive to 
employment growth

Á Total economy
» No overheating any more

» Sluggish performance 2019/2020

ÁManfacturing in recession since mid-2010

ÁCalendar-effect in 2020
» 0.4 percentage points

Á Fiscal stimulus (in relation to GDP)
» 2019: 0.5 percent

» 2020: 0.3 percent

» 2021: 0.4 percent
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Output gap back to zero
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Á2020 f.
» +/- normal capacity utilization

ÁFading cyclical pattern?
» Ultra-easy monetary stance

» No global recession
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Pronounced slump in German manufacturing
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ÁBoom 2017/2018

ÁStrong focus on investment goods

ÁStrong stance in Asia

ÁCar industry
» Cyclical and structural factors

» Introduction of new types for cars 
αƳŀŘŜ ƛƴ DŜǊƳŀƴȅά
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DŜǊƳŀƴȅΥ ¢ƘŜ ǿƻǊƭŘΨǎ aϧ9 ǎǳǇǇƭƛŜǊ
German export portfolio 2017 (trade in goods)
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Quelle: Observatory of Economic Complexity 



ForecastingCenter | Kiel EconomicOutlook (Winter 2019)

Policy uncertainty hits German manufacturers 
more strongly than others
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Gradual recovery of exports
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M&E expenditures: The acceleator at work
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Ongoing boom in constructions
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Robust private consumption expenditure
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ÁNet wages
» 2019: +5.1 Prozent

» 2020: +3.6 Prozent

» 2021: +4.3 Prozent

ÁMonetary transers
» 2019: +4.5 Prozent

» 2020: +3.8 Prozent

» 2021: +3.7 Prozent

ÁConstant saving rate, stable 
inflation
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