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Core Views

We remain slightly above consensus on German real GDP growth in 2014, as we
expect the incipient recovery to continue over the next few quarters. We believe that
more distributive policy proposals by the new coalition government jeopardise much of
the fiscal progress made over the last decade. Stronger growth and the long-term
nature of these proposals imply limited impact on the current administration’s debt and
deficit targets, but if implemented would increase the fiscal burden for future
generations.

Since Germany’s massive current account surpluses are being channelled into
unproductive overseas investments we believe the country is squandering its large net
savings. This trend will reverse modestly over the next few years, but structural factors
will prevent more efficient use of sustained surpluses, to the detriment of Germany’s
long-term growth potential. Major Forecast Changes We have made no major changes
to our forecasts this quarter.

Key Risks To Outlook

Our core scenario envisages that the incipient recovery in economic activity is sustained
over the next few quarters, as improved manufacturing output feeds through into
stronger domestic demand. However, a slowdown in export growth on the back of
slumping emerging market demand could choke off this recovery, which would mean
our above-consensus growth forecast for 2014 is too optimistic. E xternal (particularly
Chinese) demand and euro trajectory also pose threats to Germany’s external account
and net export outlook.
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Our view is for a moderation in demand from China and a slight unwinding of euro
strength over the course of 2014, which combined with steadily rising real incomes will
lead to a moderation in export growth over the next few quarters. If the euro proves
stronger than we currently anticipate and/or Chinese demand falls by more than
currently expect, this could see Germany'’s current account surplus narrow by a much
more rapid pace than we currently expect, hurting growth in the process.
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Core Views
Major Forecast Changes
Key Risks To Outlook

CHAPTER 1: POLITICAL OUTLOOK

SWOT Analysis
BMI Political Risk Ratings foreign Policy
Assertive Foreign Policy: More Rhetoric Than Reality
Germany's recent shift towards more assertive foreign policy is a result of political
expediency, growing pressure from the international community and an attempt to
improve Franco-German relations. Since the policy lacks support from the domestic
electorate and contradicts the government's own fiscal objectives, we believe it will
ultimately disappoint Western allies that want Germany to play a larger role in global
peacekeeping.

Table: Politic al Overview
Regional Outlook
More Eurosceptic Voices Following EU Parliament Election
We expect eurosceptic and populist parties to perform well in the May 22-25 European
Parliamentary election, leading to a greater presence of nationalist and pro-withdrawal
forces. That said, the pro-EU centre-right European People's Party and centre-left
Progressive Alliance of Socialists and Democrats will continue to form the two largest
political blocs.
Long-Term Political Outlook
Difficult Decisions Ahead
Although it is one of the most s Table countries in the world, Germany must make
some difficult political choices over the next 10 years. some of these, such as how to
deal with a rapidly ageing population, can be addressed without threatening political
stability, while others, such as re-defining Germany's role in Europe, could prove more
destabilising.

CHAPTER 2: ECONOMIC OUTLOOK

SWOT Analysis

BMI Economic Risk Ratings
Economic Activity

Domestic Growth Drivers To Improve
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German domestic demand will recover from a poor Q413 in early 2014, despite weaker
external demand from emerging markets.
We maintain our above-consensus real GDP growth forecast of 1.9% for this year, but
expect growth to slow to a tepid 1.5% by
Table: ECONOMIC ACTIVITY
Balance Of Payments
Not Doing Enough With Surpluses
Since the global financial crisis a much larger proportion of Germany's massive current
account surpluses has been channelled into unproductive overseas investments,
implying that the country is squandering its large net savings. While this trend will
reverse modestly over the next few years, structural factors will prevent more efficient
use of sustained surpluses, to the detriment of Germany's long-term growth potential.
Table: CURRENT ACCOUNT
Fiscal Policy
Coalition Threatening Fiscal Health
More distributive policy proposals by Germany's new government jeopardise much of
the fiscal progress made over the last decade.
Stronger growth and the long-term nature of these proposals imply limited impact on the
current administration's debt and deficit targets, but if implemented would increase the
fiscal burden for future generations.
Table: FISCAL POLICY
Banking Sector
Bank Reforms Still Missing The Mark
Limited potential for reform of Germany's public-sector banking pillar means the
country's private sector banks will continue suffering from an unfair competitive
landscape. Combined with increased regulatory oversight for the largest commercial
banks, this will hamper both growth and profitability of the industry over the duration of
our five-year forecast horizon.

CHAPTER 3: 10-YEAR FORECAST

the German Economy To 2023

Economy Losing Its Shine

Germany’s economic prowess is set to fade over the next decade, as productivity gains

are harder to come by and an aging population translates into slower real GDP growth.

Nevertheless, the overall picture will remain one of relative economic stability, as

increased domestic consumption, replaces exports as a key driver of economic activity.
Table: Long -Term Macroeconomic Forecasts

CHAPTER 4: BUSINESS ENVIRONMENT

Germany Business Forecast Report Q2 2014


https://marketpublishers.com/report/business_finance_insurance/business_services/germany_business_forecast_report_q2_2011.html

. +357 96 030922
Market Publishers info@marketpublishers.com

SWOT Analysis
BMI Business Environment Risk Ratings
Business Environment Outlook institutions
Table: BMI BUSINESS AND OPERATION RISK RATINGS
Table: BMI LEGAL FRAMEWORK RATING infrastructure
Market Outlook
Table: LABOUR FORCE QUALITY
Table: TRADE AND INVESTMENT RATINGS
Operational Risk

CHAPTER 5: KEY SECTORS

Autos
Table: Autos Production
Table: Autos Trade
Food & Drink
Table: Food Consumpti on Indic ators — Hist oric al Data & Forecasts , 2010-2017
Table: Soft Drin k Value/Volum e Sales — Hist oric al Data & Forecasts , 2010-2017
Table: MGR Sales By Format — Hist oric al Data & Forecasts , 2010-2017
Other Key Sectors
Table: Oil and Gas Sector Key Indicators
Table: Pharma Sect or Key Indic ators
Table: Infrastructure Sector Key Indicators
Table: Telecoms Sect or Key Indic ators
Table: Defence and Security Sector Key Indicators
Table: Freight Key Indic ators

CHAPTER 6: BMI GLOBAL ASSUMPTIONS

Global Outlook
Fairly Benign Prognosis ... With Risks

Table: Global Assumpti ons

Table: Developed States, Real GDP Growt H, %

Table: BMI VER SUS BLOO MBER G CONSENSUS REAL GDP GRO WTH FORE
CASTS, %

Table: Em erging Markets , Real GDP Growth , %
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