INFORMATIONEN
ZUR WIRTSCHAFTSLAGE
Ausgabe 1/2019

Dampers at all turns:
2019 starts out as
burdened as 2018 ended
Global economic growth, and international trade in particular, lost momentum

Berlin, 11th March 2019
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The special effects from last summer (registration problems in the automobile
industry) led to involuntary inventory investment. On its own, the inventory
component (0.6 percentage points) accounted for virtually half of aggregate GDP
growth. Consumption only grew moderately in 2018 despite the persistently
excellent labour-market situation and rising wages in Germany. The only vigorous
expenditure-side component last year was investment activity, which remained
decidedly robust towards the end of the year as well.
More employed persons once again working more hours and a larger real capital
input translated into a merely modest increase in production. This raises the
question of why the productivity gains generated by those omnipresent new
phenomena digitalisation and technological progress are not making themselves
manifest. Headway on this score could hardly be measured on the basis of the
macroeconomic numbers during 2018.
2019 has started out weighed down by a number of burdens, including enduring
uncertainty over Brexit and the various trade disputes. Incoming orders and
sentiment indicators are being adversely affected. However, construction is
continuing to boom and, in conjunction with mounting wages and other buffers,
is having a stabilising effect.
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Dampers at all turns:
2019 starts out as burdened as 2018 ended
Global economic growth less robust in 2018 than the year before
Now that the initial outturns for the 2018 gross domestic product are
available in most countries, the conclusion to be drawn is that 2018
produced a weaker macroeconomic performance than the year before. It
is true that the International Monetary Fund sees 2018 global aggregate
economic output only slightly lower at 3.7 percent – just 0.1 percentage
SRLQWVZHDNHUWKDQLQWKHSUHYLRXV\HDU+RZHYHUWKH)XQG·V¿JXUHVVXJJHVW
that world trade generated noticeably less vigorous momentum than in 2017
(4.0 percent as against 5.3 percent). The reason for this growth slowdown is
TXLFNO\IRXQG²WKHHVFDODWLRQLQWUDGHFRQÀLFWVZLWQHVVHGRYHUWKHFRXUVHRI

Trade is being weighed on more
heavily than production

last year.
In the emerging markets, the trend in growth momentum was not uniform.
India saw a spurt in growth, and has been the frontrunner among major
economies for some years now – rates of expansion have recently been in
excess of 7 percent. On the political front, it is true, the Indian government’s
interference with the workings of the central-bank have caused some

Economic growth of selected
countries and economic areas

linkages of domestic enterprises and, on the other hand, of the relatively
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pronounced setbacks suffered by Chinese foreign trade late last year.

6RXUFH,0)IHGHUDOVWDWLVWLFDORI¿FHV

ructions. However, the macro outlook for the sub-continent in the coming
years remains favourable.
By contrast, China moved into a somewhat lower gear in 2018, with annual
growth coming in at 6.6 percent. All the same, growth rates in excess of six
percent are still very handsome – provided, that is, that one is prepared to
WDNHWKHRI¿FLDO¿JXUHVDWIDFHYDOXH7KH0LGGOH.LQJGRP·VWUXHYXOQHUDELOLW\
does not lie in a gradual slowdown in macroeconomic activity but is rather
a function of potentially problematic qualitative factors. Mention should be
made here, on the one hand, of the heavy credit commitments and credit
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How things develop on this count during 2019 will hinge to a decisive extent
on the trade-policy negotiations still going on with the USA. For the moment,
the deadline has been extended here, and a summit on this issue looks to be
LQWKHRI¿QJ7KHSDUWLHVLQYROYHGQRZDSSHDUWREHDJRRGGHDOPRUHZLOOLQJ
WRDWWHPSWWRIRUJHDGHDOWRFXUEWKHFRQÀLFWVDQGWRGLVPDQWOHWKHREVWDFOHV
thrown up in the way of free trade.
Other nations, such as Argentina or Turkey, already sustained very marked
FRXQWU\VSHFL¿FFULVHVGXULQJ²FULVHVZKLFKDUHOLNHO\WRGUDJRQLQWKH
present year. On balance, though, the emerging markets remain on a positive

Sino-US negotiations have now
entered their crucial phase

growth trajectory in spite of numerous special developments.
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The industrialised nations are on a downward trend
In terms of collective country groups, it was above all the industrialised
nations which saw growth dwindling during 2018. The only exception
here among the major economies was the USA. However, the peak growth
SHUIRUPDQFHVWDWHVLGHLVSDUWO\WREHH[SODLQHGE\WKH¿VFDOVWLPXOXVDULVLQJ
IURPWKHFRUSRUDWHWD[UHIRUP²KRZVXVWDLQDEOHWKLV¿VFDOERRVWSURYHVWREH

USA is by now the growth leader
among the industrialised nations

is quite another story.
Japan, Canada and most European countries, whether within the EU and the
narrower euro area or on the peripheries outside the Community, posted slower
JURZWKLQ,QWKHFDVHRIWKH8QLWHG.LQJGRPWKHXQFHUWDLQW\VSDZQHG
by the Brexit process is quite unmistakable. Yet the euro area economy also
expanded quite a lot less dynamically than in the previous year (1.8 percent
as against 2.4 percent). Nevertheless, the 2018 annual growth rate for the
eurozone is, on balance, still high enough to indicate an ongoing upswing. It
also proved possible to push down the euro area unemployment rate further.
7KDWVDLGWKHUHDUHVLJQL¿FDQWGLVSDULWLHVEHWZHHQWKHLQGLYLGXDOHXUR
area members regarding the level and pace of GDP and the labour-market
constellation.
In Italy’s case, the feared event has occurred: GDP growth turns out to have
been marginally negative in both the third and fourth quarters of last year. The

The Italian economy has slipped back
into recession

ERRWVKDSHGSHQLQVXODULVWKHUHIRUHRI¿FLDOO\EDFNLQUHFHVVLRQ. It has become
HYLGHQWWKDWWKHXQVHWWOLQJ¿VFDODQGHFRQRPLFSROLF\EHLQJUXQE\WKHSDQ
populistic governing coalition is not suited to the task of allowing the country
to grow “unconventionally” out of an unsustainable debt situation.

Real German economic growth,
index values (2010=100), seasonally
adjusted
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All the same, Italy is far from being the only country to experience an anaemic
second half to the year in 2018. And it is that which, in a general sense, is
causing concern about the cyclical situation in the European, as well as the

116
115

broader global, economy: the intra-year trend turns out to have been pointing
downwards almost everywhere.

+1.5% (cal.adj.)
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German economic growth stagnated during H2 2018
The loss of momentum charted over the course of last year also applies quite
uncontrovertibly in the case of the German economy. In the previous issue of
this publication, we already looked into the question of whether the slightly

2017

2018

quarterly growth rates
annual average

Source: destatis

negative GDP growth rate registered in the third quarter of 2018 was merely a
short-term “dent” triggered by special factors or whether a trend reversal was
slowly taking shape. The answer to this question now sounds more pessimistic.

3

INFORMATIONEN ZUR WIRTSCHAFTSLAGE - Ausgabe 1/2019

,QWKHZDNHRIWKHRI¿FLDOVHWRIQDWLRQDODFFRXQWV¿JXUHVIRUWKHIRXUWKTXDUWHU
RISXEOLVKHGRQWK)HEUXDU\ZHNQRZWKDWWKHVKRZLQJLQWKH¿QDO
quarter of last year was not much better than in the third quarter: it was only
with great exertion that the seasonally-adjusted quarter-on-quarter rate of
expansion managed to claw its way up to zero in Q4.
At any rate, the hoped-for rebound, involving autumn’s production losses being
UHFRXSHGKDVQRWWDNHQSODFHGXULQJWKHZLQWHUHLWKHU7KHDEVROXWHO\ÀDW
growth rate recorded by Germany in the fourth quarter does at least mean that
a technical recession – which would have had to be proclaimed if growth had

*URZWKZDVDEVROXWHO\àDWLQWKH
ßQDOTXDUWHURIODVW\HDU

contracted in two successive quarters – has been avoided.
In qualitative terms, it is true, it would not have made much difference to an
appraisal of the cyclical situation if GDP growth had been a decimal place lower.
Even though growth rates in Germany have recently been similar to those in
Italy, a quite different view has to be taken of the baseline in Germany’s case.
In the country north of the Alps, the capacity-utilisation rate continues to be
above-average. Order books are well-stocked in many sectors. The labour market
is looking strong, characterised more by supply bottlenecks than by joblessness.
3XEOLF¿QDQFHVDUHYHU\VROLG7KHVLWXDWLRQRQWKHJURXQGIHHOVPDUNHGO\

7KHOLHRIWKHODQGIHHOVPRUH
FRPIRUWDEOHWKDQLQDUHDOUHFHVVLRQ

different to the lie of the land during a recession.
And yet it is a fact that the situation in Germany too is by no means pervasively
robust. Sentiment indicators have lost a noticeable amount of ground. Declining
exports, dwindling export expectations and sluggish incoming orders from
abroad clearly indicate through which gateway the cyclical slowdown is reaching

Sentiment has been dented
QRQHWKHOHVVWKHZDYHVRIXQFHUWDLQW\
are taking their toll

the German economy.
The ever more evident signs of weakness are seeping into ever more spheres,
HYHQLQWRWKHRI¿FLDOVWDWLVWLFVZKLFKORRNHGWRDOUHDG\EHVHWLQVWRQH

German economic growth,
percentage change
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in January. Even though a separate rate for the fourth quarter had not been
RI¿FLDOO\FRPSXWHGDWWKHWLPH'HVWDWLV·LQLWLDODQQXDO*'3HVWLPDWHIRU
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quarter. Of course, initial provisional GDP projections are almost invariably
QRWHQWLUHO\LQOLQHZLWKWKHGH¿QLWLYHRXWWXUQV²VLQFHWKH\DUHIRUDORQJWLPH
subject to revisions, they are, de facto, more extrapolations than hard evidence.
It would seem that the latest readings from the production front were not
VXI¿FLHQWO\KLJKWREXWWUHVVWKH¿JXUHVLJQDOOHGE\WKHYHU\¿UVWHVWLPDWH
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QIV

2018
real growth relative to the previous quarter
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real growth relative to the same quarter of
previous year

Source: destatis
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The upshot is that the annual GDP growth rate for 2018 altered as well once
WKHQHZ´EHVWJXHVV´IRUWKHIRXUWKTXDUWHU ÀDWOLQHGJURZWK KDGEHHQ
IDFWRUHGLQ2QO\¿YHZHHNVODWHUWKHSHUFHQWUate of change announced

The latest estimate regarding
WKHDQQXDO*'3JURZWKUDWHIRU
Germany in 2018 is 1.4 percent

in January had been shaved to 1.4 percent.
The 1.5 percent growth rate only survives after rounding to one decimal
place if working-day variations are adjusted for. The calendar effect between
2017 and 2018 was minimal in any case, accounting for less than one-tenth
of a percentage point, but rounding now provides for this little one-decimal-

The growth rate remains at
SHUFHQWDIWHUDGMXVWPHQWIRU
working-day variations

place difference.
$IXUWKHUFRQVHTXHQFHRIWKHIDFWWKDWJURZWKLQWKH¿QDOTXDUWHURI
has ultimately been reported to be more anaemic than initially conjectured
is that the statistical growth overhang likewise turns out to be slighter. In
fact, 2019 has started out without any tailwind at all at its back. GDP was not
KLJKHULQWKH¿QDOTXDUWHUWKDQRQDQDQQXDODYHUDJHDQGVRWKHFXVWRPDU\
effect that a higher baseline is already reached if there is a steady upward
trend over the course of the year failed to materialise when 2018 gave way to
2019.
This – along with the fact that the empirical outlook going forward has

Joint Economic Forecast of the Chief
Economists of the Savings Banks
Finance Group
(published 22nd January)

clouded over – is a reason why there has been a greater downward bias of
late in macroeconomic projections.
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With respect to the expenditure side of GDP, the Chief Economists are
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Forecasts for 2019 are drifting downwards
In their joint forecast for Germany published on 22nd January1, the Chief
Economists of the Savings Bank Finance Group projected a 2019 growth
UDWHRISHUFHQW$FFRUGLQJWRWKHWZR\HDURXWORRNSUHVHQWHGIRUWKH¿UVW
time in this format, growth should then accelerate to 1.5 percent in 2020. For
the euro area as a whole, the Chief Economists predict growth rates of 1.5

4.8

basically on track, albeit with slower momentum – is going to be largely
underpinned by domestic demand. Foreign trade is not expected to have
an expansionary effect on aggregate growth, at least not on a net basis:
the Chief Economists reckon that import growth will outstrip growth on the
export front in both 2019 and 2020.
At the same time, the DSGV’s Chief Economists warn that there is a likelihood
of no less than 25 percent of a recession rearing its ugly head over the

1

Further details and materials relating
to the Chief Economists’ joint economic
forecast can be found on the DSGV homepage at
www.dsgv.de/newsroom/blog/ein-langerwirtschaftsboom-wird-auf-die-probe-gestellt---jetzt-i.html
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forecast horizon, i.e. this year or next. A number of things could go wrong,
causing the trend to prove poorer than in the still moderately positive main

7KHUHLVDSHUFHQWSHUFHQWULVNRID
recession!

scenario.
Other economic-watchers are adopting similar positions. In the January update
of its “World Economic Outlook”, the International Monetary Fund postulated
almost identical growth readings for Germany (1.3 percent in 2019 and 1.6
percent in 2020) and also emphasised the upward tilt in risks. More recent
forecasts are tending to drift down even further on account of the persistently
SRRUQHZVLQÀRZGXULQJWKH¿UVWWZRPRQWKVRI
The Federal Government’s Annual Economic Report, released on 30th
January, only envisions a growth rate of 1.0 percent for the present year.
Admittedly, this projection explicitly prices in a certain “safety markdown” to
hedge for the possibility of a disorderly Brexit process. In the Annual Report
presented on 27th February, Deutsche Bundesbank argues that 2019 growth
ZLOOOLNHO\EH´FRQVLGHUDEO\ORZHUµWKDQWKHSHUFHQW¿JXUHDVVXPHGLQ
the previous projection from December. This would presumably also mean

IRUHFDVWVIRU*HUPDQ*'3
- The IMF is adopting a similar position
WRWKH'6*9ÄV&KLHI(FRQRPLVWV
- The Federal Government is even more
cautious
- The Bundesbank is intending
to lower its outlook

“below the potential growth rate.”

A Sword of Damocles continues to hover above foreign trade
Further disruptions, for the German automotive industry especially, could
emanate from the USA. True, the threat of special tariffs being slapped
on German car exports has been potentially looming since last summer,

7KH86WKUHDWWRVODSWDULIIVRQ
German automobile imports
is becoming more tangible

but it receded into the background for a time and was no longer taken
quite so seriously. However, the approach being concocted by the Trump
administration has recently become more concrete:
The transparently cooked-up – not to say completely trumped-up –
accusation is that imports of German vehicles endanger US security interests.
7KH¿QGLQJVRIWKH&RPPHUFH'HSDUWPHQW·VSUREHLQWRWKHQDWLRQDOVHFXULW\
risks of auto imports mean that the US Administration has cleared a further
hurdle in its quest to set such tariffs to active mode.
If additional tariffs of 25 percent were indeed levied, that would entail painful
sales and margin losses for German manufacturers. The impact on the sector
would be considerable. However, the repercussions for foreign trade as a
whole would be different on a macro view. At that level, countervailing effects
– e.g. via corresponding exchange-rate reactions – would come into play, at
least in the medium term onwards.
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7DULIIVDUHSURYLQJDQXQVXLWDEOHWRROWRUHGXFHWKH86WUDGHGH¿FLW
7KH86WUDGHDQGFXUUHQWDFFRXQWGH¿FLWVDUHKDUGO\EHLQJUHGXFHGE\WKH
impact of tariffs. The fact is that these imbalances are inevitable as a result
of the USA’s hunger for capital7KH¿QDQFLDOGH¿FLWVRIERWKWKHSULYDWHDQG

The current-account balance is
GHWHUPLQHGE\WKHOHYHORIFDSLWDO
imports

the public sectors in the United States necessitate heavy capital imports,
HVSHFLDOO\QRZWKDWWD[FXWVKDYHEHHQLPSOHPHQWHG%\GH¿QLWLRQRZLQJWR
the mechanics of foreign-trade balances, such capital imports have to be offset
by corresponding current-account balances. Merchandise import surpluses in
the rest of the world are needed to fuel additional American consumption. And
such a surge of US demand will run its course across tariff borders too, even
ZLWKWDULIIVUHVXOWLQJLQGLVWRUWHGLQHI¿FLHQWVWUXFWXUHV
7KDWWKHRYHUDOO86WUDGHGH¿FLWFDQQRWEHHOLPLQDWHGWKURXJKSURWHFWLRQLVP
unless other policy areas (especially debt behaviour) are adjusted is
demonstrated by the 2018 trend in the US current account. As yet, there is
QRWUDFHRIWKHGH¿FLWKDYLQJEHHQUHGXFHG by the measures already put into

7KHHPSLULFDOHYLGHQFHFRQßUPVWKH
WKHRU\GHßFLWVDUHZLGHQLQJUDWKHU
than narrowing

HIIHFW4XLWHWKHFRQWUDU\WKHGH¿FLWVDUHZLGHQLQJ
2QWKHEDVLVRIWKHGDWDIRUWKH¿UVWHOHYHQPRQWKVRIWKH\HDUZKLFKDUH
DOUHDG\DYDLODEOHWKH86JRRGVDQGVHUYLFHVGH¿FLWDPRXQWHGWR86'
billion from January to November; in the same eleven months of the previous
\HDUWKH¿JXUHZDVDFWXDOO\ORZHUDW86'ELOOLRQ

US foreign trade balances*,
* in billions of US dollars

If the focus is solely on merchandise trade, the metric which the US
administration prefers in its efforts to prove that the situation is “unfair“, the
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trend is, in fact, very similar. In absolute terms, the – even higher – US trade
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GH¿FLWLQJRRGVLVDOVRRQWKHLQFUHDVH,QWKH¿UVWHOHYHQPRQWKVRIWKH
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via US dollar appreciation. If the USA uses tariffs to lock out German cars,
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other countries and other sectors of the world economy will become more

goods and services

competitive due to currency depreciation and will supply more until a new

goods

equilibrium is reached.
Third sectors which are not subject to US tariffs, including Germany’s chemical,

2018

Source: destatis
* January-November of each year

(December 2018 is pending)

mechanical-engineering or electrical-engineering industries, might well have
the last laugh. But it would be wrong to complacently expect such an outcome.
,IWKHKRSHGIRULPSDFWRQWKH86WUDGHGH¿FLWFRQWLQXHVWRIDLOWRPDWHULDOLVH
the Trump administration could well start administering a further round of the
wrong medicine, extending its tariffs to other sectors. Escalating trade wars
ultimately produce a whole multitude of losers.
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1RPDMRUH[FKDQJHUDWHÀXFWXDWLRQVWRGDWH
and upheavals such as Brexit, it is nothing short of amazing how steady

USD/EUR Exchange Rate (LHS) and
RMB/USD Exchange Rate (RHS)

the trend on foreign-exchange markets has proved to be over the past few
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turning-point. Yet the shifts in currency relations have not been as large as
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one might have expected.
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In view of these turbulent trade-policy times, steep interest-rate differentials

months. The most important bilateral exchange rate for the world economy,
the US dollar/euro cross rate, has been very tightly range-bound over the
past twelve months, oscillating between USD/EUR 1.23 and USD/EUR 1.13.
It is true that the greenback has appreciated marginally against Asian
currencies, the Japanese Yen and the Chinese Renminbi, since last March’s

0.140
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Jan. 18

0RUHSURQRXQFHGÀXFWXDWLRQVKDYHRQO\RFFXUUHGZLWKWKHFXUUHQFLHVRI

USD/EUR (LHS)

genuine crisis countries (Turkey, a case in point, has already been mentioned

RMB/USD (RHS)

above). But these are idiosyncratic developments which are to be ascribed to

Jan. 19

Source: Bundesbank, Fed

WKHVSHFL¿FFRXQWU\DQGQRWWRWKHGROODULQJHQHUDO
At least exchange-rate forecasting has not (at least, not yet) become an
additional volatile complication for exporters and importers in agitated trade-policy times. Indeed, exchange rates have rather been a stabilising factor
over the past few years. Naturally, this may prove to have simply been the lull
before the storm if asymmetric recessions indeed lie ahead and if the various

Special developments in mediumsized countries and their currencies

WUDGHFRQÀLFWVHVFDODWHIXUWKHU

How the expenditure side of German GDP broke down in whole-year 2018
DQGLQWKH¿QDOTXDUWHULQSDUWLFXODU
In such a global economic environment, and against a background of
simmering trade disputes, it is not a great surprise that German foreign

Domestic demand turns out to have
expanded by 1.8 percent in 2018

trade already failed to make a positive contribution to aggregate growth in
2018. On an annual basis, net exports (-0.4 percentage points) detracted
from domestic demand (which grew by 1.8 percent in real times), leading to
the GDP growth rate of 1.4 percent referred to above.
The net-export contribution was most sharply in reverse gear on a year-onyear comparison in the fourth quarter, but the good news is that this burden
has not become even more onerous of late. Moving on a seasonally-adjusted
EDVLVIURPWKHWKLUGWRWKHIRXUWKTXDUWHUWKHFRQWULEXWLRQZDVÀDWQR
longer knocking anything off aggregate growth: exports and imports both

Private consumption and government
consumption both posted a growth
UDWHRISHUFHQWLQ

LQFUHDVHGE\SHUFHQWLQWKH¿QDOTXDUWHURI
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But consumption was not particularly strong over the course of last year
either. At 1.0 percent in real terms, government consumption remained
moderate; an acceleration ought to kick in on this score in 2019 thanks to
various planned expenditure measures.
7KHZHDNQHVVZKLFKZDVPRUHVXUSULVLQJ²DVZHOODVEHLQJPRUHVLJQL¿FDQW
in volume terms – was that shown by private consumption. This GDP
component also chalked up growth of 1.0 percent, but one is tempted to
reformulate “of just 1.0 percent.” After all, a far higher propensity to consume
would have been possible in view of the favourable labour-market situation
and of the upward trend in wages. One year ago, most relevant forecasts
were still envisaging almost twice as high a rate of expansion for private
FRQVXPSWLRQ7KHÀLSVLGHRIVXFKGHFLGHGFRQVXPHUUHVWUDLQWZDVDIXUWKHU
increase in the savings ratio at private households: Germany’s households
put 10.4 percent of their disposable incomes aside for the proverbial rainy
day last year.
There is a good chance that private consumption could morph into a mainstay
of macroeconomic demand during 2019. The constellation on the labour wage

7KHSUHVXSSRVLWLRQVIRUFRQVXPSWLRQ
UHPDLQIDYRXUDEOHLQ

continues to be highly auspicious, and further income growth is already in the
pipeline.

Will the inventory swing prove to be a burden?
A further noteworthy special development over the course of 2018 which
has implications for the trend going forward relates to inventory investment.
Where, on balance, inventory liquidation to the tune of EUR 7.2 billion had
taken place in German industry in 2017, 2018 saw a net inventory buildup of no less than EUR 14.6 billion2 . This inventory swing made a major
contribution towards stabilising 2018 GDP – by as much as 0.6 percent on
DQLQÀDWLRQDGMXVWHGEDVLV$VDUHVXOWDOPRVWKDOIRI*'3JURZWKLV

$OPRVWKDOIRIPDFURHFRQRPLF
JURZWKZDVIXHOOHGE\LQYHQWRU\
accumulation!

attributable to the swing in the inventory cycle!
This dovetails well with the narrative about the special developments in the
automobile industry in the summer of last year when production had to be
largely stockpiled on account of the adjustment to new car-registration rules.
Looking forward, the inventory unwind associated with this could constitute
a further burden, for GDP as well – aggravating the lack of a statistical growth
overhang from 2018 alluded to above.
By contrast, a more favourable view is to be taken of developments at the
present juncture – here the interpretation should actually be the other way
round. It is true that the growth contribution in year-on-year terms (0.5

2

This data, and the data following, refers
to changes in inventories including net
acquisition of valuables.
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percentage points towards aggregate GDP) was still almost exactly the same
LQWKH¿QDOTXDUWHURIDVLQWKH\HDUDVDZKROH%XWWKHUHYHUVDORIWKH
development had already been initiated. Relative to the peak in inventory
accumulation in the third quarter, the growth contribution from the inventory
component was already clearly negative on a direct quarter-to-quarter

Growth contributions of Changes
in inventories* to real GDP 2018,
percentage change
1.5
1.0

FRPSDULVRQDWSHUFHQWDJHSRLQWV,WIROORZVWKDWWKHÀDWJURZWKUDWHRI
SHUFHQWUHSRUWHGIRU*'3LQWKH¿QDOTXDUWHUZRXOGKDYHEHHQZHOOLQWR
SRVLWLYHWHUULWRU\ZLWKRXWWKHLQYHQWRU\HIIHFW²LHLIJHDUHGWRHIIHFWLYH¿QDO
demand.

0.5
0.0
-0.5

The inventory swingback effect has probably therefore been largely absorbed
DOUHDG\²QRWLQWKH\HDURQ\HDU¿JXUHVDGPLWWHGO\EXWDWWKHOHYHORI
current quarter-on-quarter momentum.
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real growth relative to the same
quarter of previous year
seasonally and calendar-adjusted
real quarter-on-quarter growth

JURZWKZDVLQYHVWPHQWLQ¿[HGFDSLWDOZKLFKUHFRUGHGUHDOJURZWKRI

* These and all following information
refer to changes in inventories including acquisitions less disposals
of valuables

percent. This strength was underwritten by construction investment, which

Source: destatis

Capital investment is looking decidedly strong
The strongest GDP component, indeed the principal pillar of aggregate 2018

was up by 2.4 percent, but above all by plant-and equipment spending (+4.2
SHUFHQW $OWKRXJKWKHFDWHJRU\µ2WKHULQWDQJLEOH¿[HGDVVHWVµXQGHUZKLFK
such items as patents or software are subsumed, has gained ever more
structural importance, and an ever greater share of the aggregate investment
volume, in recent years, this component made only a below-average contribution in 2018, growing by a mere 0.4 percent in real terms.
One can conclude that in the current mature phase of the upswing, with
capacities needing to be adjusted to utilisation levels, there has recently
been a renaissance of classic capital investment, i.e. in construction and

There has recently been a renaissance
RIFODVVLFFDSLWDOLQYHVWPHQWLQ
construction and machinery

machinery.
Moreover, investment activity in these two categories remained strong in
WKH¿QDOTXDUWHURIDFWXDOO\VSHHGLQJXSLQ4HYHQWKRXJKWKHRYHUDOO
decline in cyclical momentum and the dent in sentiment were already clearly
evident by that time.
In the fourth quarter, plant-and-equipment investment once again expanded
by 0.7 percent on a seasonally-adjusted quarter-on-quarter basis. In the case

Investment activity remained strong
ULJKWWKURXJKWRWKHHQGRIWKH\HDU

of construction investment, growth even weighed in at 1.3 percent. Thanks
to this show of strength at the close of the year, the capital-investment
WLPHVHULHVZLOOGH¿QLWHO\EHEHQH¿WLQJIURPVLJQL¿FDQWVWDWLVWLFDOJURZWK
overhangs in 2019.
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real growth rates of investment in
PDFKLQHU\DQGHTXLSPHQW percentage change

real growth rates of construction
investments, in percent

6
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1

relative to the previous quarter (seasonally and calendar-adjusted)
QI

0

Q II

Q III

ggü. Vorquartal (saison- und kalenderbereinigt)

Q IV

relative to the same quarter of the
previous year

ggü. Vorjahresquartal

0

QI

QII

QIII

QIV

QI

QII
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QIV

Source: destatis

The “productivity puzzle“ became even more acute in 2018
However pleasing the trend in investment activity and the resurgent growth
of the capital stock are, this has sobering implications for total factor

Where have all the productivity gains
IURPGLJLWDOLVDWLRQJRQH"

productivity.
2018 was yet another year marked by a strong surge in employment – and,
this time round, with respect not only to the workforce size but also to the

… they are not, at any rate, showing
up yet in the macroeconomic data

number of hours worked. In addition to this, the real capital input has grown
on the back of the boost in investment activity. In the light of such growth in
factor inputs, a GDP growth rate of 1.4 percent is decidedly disappointing. In
arithmetical terms, there is virtually no residual for the item “technological
progress” – and this although the economies of industrialised nations, under
the aegis of digitalisation, are in the throes of such change and are supposed
to be experiencing a strong step change in productivity.

Labour productivity per person in
employment, Index (2010=100)
110
105

+3.2%

+3.9%

100
95

One way of interpreting this is to argue that measurement errors are playing

90

a role – that the traditional value-added methodology fails to capture all
the products and blessings of, for instance, the platform economy. But the

2000

2009

2018

Source: destatis

productivity gains concerned ought to show up in some area of the overall
HFRQRP\LIRQO\WKURXJKWKHFRQGXLWRILQGLUHFW¿QDQFLQJYLDGDWDSURFHVVLQJ
or advertising.
2QWKHEDVLVRIWKHFRQYHQWLRQDOQDWLRQDODFFRXQWV¿JXUHVDWDQ\UDWHD
“productivity puzzle“ certainly remains to be solved.
Labour productivity per employee in the German economy is just 3.2 percent
higher today than it was ten years ago3. Even if the “speed bump“ constituted

3

This data, and the data following, refers
to information from Destatis, Fachserie
18, Reihe 1.1, cut-off date January 2019.
It is based, in other words, on the initial
estimate of 2018 German GDP (reported
to be +1.5 percent). In the wake of the
recent (February) downward revision (+1.4
SHUFHQW WKHGH¿QLWLYHSURGXFWLYLW\JURZWK
¿JXUHVDUHOLNHO\WRSURYHVRPHZKDWPRUH
underwhelming still.
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by the Great Recession of 2009 is stripped out of the equation and if the focus
is put on the steady trend which prevailed from 2012 to 2018, the cumulative
growth rate is still only 3.9 percent over these six years. Far more spectacular
growth rates were registered in earlier decades.

Labour productivity per hour
worked by person in employment,
Index (2010=100)
110
+7.5 %

105

Per hours worked, the performance looks a tick better because the average
number of working hours has trended down over the past decade. On an
hours-worked basis, productivity growth works out at 7.5 percent in the 20082018 period and at 4.9 percent in the period since 2012. As to 2018 taken on
its own, productivity gains have been doled out in truly homeopathic doses:
0.2 percent per employee or a mere 0.1 percent per hours worked.

+4.9 %

100
95
90

2000

2009

2018

Source: destatis

If the production factor capital is added to the equation, the incremental
growth in labour productivity is more than explained and accounted for by the
UHVXUJHQFHRIJURZWKLQWKHFDSLWDOVWRFN+RZHYHUWKHFXUUHQWVHWVRI¿JXUHV
provide no evidence of qualitative productivity growth via technological

Higher labour and capital inputs but
output is scarcely any higher

progress.

The wage ratio has increased
Wages are rising nevertheless – of late, distinctly more strongly than
productivity. On average across the entire economy, wages – whether on a
gross or a net basis – climbed by 3.2 percent in 2018. In view of the prevailing
VFDUFLW\RIODERXUWKLVLVGH¿QLWHO\DQRXWFRPHLQNHHSLQJZLWKPDUNHWODZV
Yet it does have certain distributional-policy implications. The still favourable

The gap is closing again

earnings situation of companies is likely to be eroded a little. The gross wage
ratio moved up to 69.0 percent in 2018 (2017: 67.9 percent).
Yet the favourable trend in wages ought to help to stabilise consumer demand
in the present, more critical, economic situation. The recent 8-percent wage
increase package for public-sector employees (even if split over the long
GXUDWLRQRIWKHWUHDW\ ¿[HVWKHWUDMHFWRU\LQWKLVZD\7KHORQJWHUPDOVR
increases calculability for employers as well as employees.
German national income by income type
80 %

60 %

75 %

55 %

70 %

50 %

65 %

45 %

wage ratio (LHS)
SUR¿WDQGSURSHUW\UDWLR 5+6
Source: destatis

40 %

60 %
2008

2013

2018
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Sentiment has soured noticeably in the early stages of 2019
The fact that the sentiment indicators have lost further ground in the early
stages of 2019 indicates that the cyclical situation is still shaky and that a
cyclical turning-point may have been reached, making the term “short-term
dent” sound too euphemistic.
Whether one takes one’s bearings by the ifo Business-Climate Index, the
ZEW Index or the various purchasing-managers’ surveys, the mood of
disenchantment has become more entrenched in recent months.
Ifo Business Climate Index (2015=100, seasonally adjusted)
110
108
106
104
102
100
98
96
94
92

Jan

Mar

May

July

Sept

Nov

2017
Business Climate

Jan

Mar

May

July

2018
Business Situation

Business Expectation

Sept

Nov

Jan Feb

2019
Source: ifo-Institut

However, there are structural disparities on the sentiment side. For example,
the mood is distinctly better among service-providers and in the building
trade than in the industrial sector. This is, of course, no big surprise to the
extent that it is above all industry which, on account of its high degree of
export orientation, is being affected by the slowdown in the global economy
DQGE\WKHLPSRQGHUDEOHVRIWKHVPRXOGHULQJWUDGHFRQÀLFWVDORQJZLWK

The mood is better among serviceproviders and above all in the building
trade than in the industrial sector

Brexit.
A divergence in trends is likewise evident at the level of incoming orders.
The order intake in manufacturing industry once again fell to a noticeable
extent in December, undershooting the December 2017 level by no less than
10.8 percent. Foreign orders on their own even declined by 13.0 percent
(domestic orders: -7.0 percent).
A positive contrast is provided by the persistently favourable trend in the
construction sector. The number of orders booked here soared by 13.2
percent in seasonally-adjusted month-on-month terms in December,
thereby overshooting the December 2017 level by 10.3 percent. These new
incoming construction orders are swelling the already very comfortable
order backlog in this sector.
13
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A mixed conclusion
2019 started out weighed down by the same burdening factors which were
DOUHDG\LQSOD\GXULQJ%UH[LWDQGWKHWUDGHFRQÀLFWVRULJLQDWLQJLQ

Solicitudes and
stabilisers

the USA are now approaching their culmination. The slower pace of global
economic activity has already left its mark on Germany. Both sentiment, orders
and actual output are under pressure, above all in the industrial sector with its
pronounced export-orientation.
On the upside, Germany can continue to rely on sturdy buffers: the booming
labour market, the earnings position at domestic companies, a high savings
UDWHUHVHUYHVRQWKHSXEOLF¿QDQFHVIURQW7KHVHIDFWRUVZLOOSURYLGHWKH
resilience needed to weather any dramatic setback.
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A. Growth in global economic regions. percentage change in year-on-year terms
2017

2018

20191

20201

Global trade volume

+5.3 %

+4.0 %

+4.0 %

+4.0 %

Gross domestic product - World

+3.8 %

+3.7 %

+3.5 %

+3.6 %

USA

+2.2 %

+2.9 %

+2.5 %

+1.8 %

Japan

+1.9 %

+0.7 %

+1.1 %

+0.5 %

China

+6.9 %

+6.6 %

+6.2 %

+6.2 %

EU

+2.0 %

+1.9 %

+2.0 %

+1.8 %

+2.4 %

+1.8 %

+1.6 %

+1.7 %

+2.2 %

+1.4 %

+1.3 %

+1.6 %

Euro area
Germany
1

International Monetary Fund projections. January 2019. otherwise October 2018. adjusted for working-day variations

B. Projections for 2018 German economic growth. in %
BuBa
Bund
',+.
DIW
Deka
DSGV
(8
GD
IfW
,:
IWF
SVR
OECD

2.5

Deutsche Bundesbank
Bundesregierung
'W,QGXVWULHXQG+DQGHOVNDPPHUWDJ
Dt. Institut f. Wirtschaftsforschung
DekaBank
Chefvolkswirte der SparkassenFinanzgruppe
(XURSlLVFKH.RPPLVVLRQ
Gemeinschaftsdiagnose
Institut für Weltwirtschaft
,QVWLWXWGHUGW:LUWVFKDIW.|OQ
Internationaler Währungsfonds
Sachverständigenrat

2.0

1.5

1.0

Mar

April

May

June

July

Aug

Sept

Oct

Nov

Dec

Jan

Feb

C. GDP in Germany and in the euro area as a whole
Year 2018
real yoy

Q I - 2018

Q II - 2018

Q III - 2018

Q IV - 2018

real growth relative to the same quarter of previous year and
seasonally-adjusted real quarter-on-quarter growth

Euro area
Gross domestic product

+ 1.8 %

+ 2.4 %
+ 0.4 %

+ 2.2 %
+ 0.4 %

+ 1.6 %
+ 0.2 %

+ 1.2 %
+ 0.2 %

Germany
Gross domestic product

+ 1.4 %

+1.4 %
+ 0.4 %

+ 2.3 %
+ 0.5 %

+ 1.1 %
- 0.2 %

+ 0.9 %
+ 0.0 %

Private consumption

+ 1.0 %

+ 1.7 %
+ 0.4 %

+ 1.0 %
+ 0.2 %

+ 0.2 %
- 0.3 %

+ 1.0 %
+ 0.2 %

*URVV¿[HGFDSLWDOIRUPDWLRQ

+ 2.6 %

+ 1.8 %
+ 1.0 %

+ 3.2 %
+ 0.6 %

+ 2.4 %
+ 0.4 %

+ 3.0 %
+ 0.9 %

Exports

+2.0 %

+ 2.2 %
- 0.2 %

+ 4.3 %
+ 0.8 %

+ 1.2 %
- 0.9 %

+ 0.4 %
+ 0.7 %



Niveau. nicht Veränderungsrate; Quartalszahlen saisonbereinigt

Savings rate

10.4 %

10.0 %

10.2 %

10.6 %

10.9 %
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'&RQVXPHUSULFHLQÀDWLRQ (LHS) and monetary aggregate M3 (RHS), percentage change year-on-year
Euro area - Harmonised Consumer Price

Euro area - monetary aggregate M3

Germany - Consumer prices
QDWLRQDOGH¿QLWLRQ

2.5

5.5

2.0

5.0

1.5

4.5

1.0

4.0

0.5

3.5

0

3.0
Jan ‘18

Feb ‘18

Mar ‘18

Apr ‘18

May ‘18

June ‘18 July ‘18

Aug ‘18

Sep ‘18

Oct‘18

Nov ‘18

Dec ‘18

Jan ‘19 Feb ‘19

E. Monthly economic indicators for Germany
Oct. ‘18

Nov. ‘18

Dec. ‘18

Jan. ‘19

Feb. ‘19

&3, QDWLRQDOGH¿QLWLRQ

Percentage change year-on-year

&RQVXPHUSULFHLQÀDWLRQ

+2.3 %
+1.8 %
+3.3 %
+4.8 %

+2.1 %
+1.5 %
+3.3 %
+3.1 %

+1.6 %
+1.1 %
+2.7 %
+1.6 %

+1.4 %
+1.3 %
+2.6 %
+0.8 %

+1.6%
-

102.8
-24.7

102.2
-24.1

101.0
-17.5

99.1
-15.0

98.5
-13.4

-10.8 %
-7.0 %
-13.0 %
-10.2 %

-

-

-3.9 %
-4.1 %
-3.9 %

-

-

-4.4 %
-0.4 %

-

-

ZLWKRXWIRRGDQGHQHUJ\ FRUHLQÀDWLRQ

Producer prices for industrial goods
Import prices
Sentiment indicators
ifo Business-Climate Index
ZEW Economic Sentiment Index
Incoming orders

Percentage change year-on-year

Manufacturing industry

+2.2 %
-0.1 %
+3.9 %
+1.1 %

domestic
foreign
Capital-goods producers

-3.4 %
-2.5 %
-4.2 %
+0.1 %

Production

Change yoy (adjusted for working-day variations)

Producing sector as a whole

+0.5 %
+0.4 %
+1.0 %

thereof: construction
thereof: industrial sector
Foreign Trade
Exports
Imports
Labour market
Unemployment Rate
Jobless total
Actively employed (working in Germany)
Regular employees paying social insurance

-4.0 %
-0.7 %
-4.5 %

Percentage change year-on-year

+8.7 %
+10.8 %

+0.1 %
+3.9 %

Unemployment rate; change relative to the same month of previous year

4.9 %
-185
+526
+700

4.8 %
-182
+509
+666

4.9 %
-175
+488
+708

5.3 %
-165
+ 477
-

5.3%
-173
-
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)&RPPRGLW\IRUHLJQH[FKDQJHDQGRWKHU¿QDQFLDOPDUNHWV
Nov. ‘18

Dec.‘18

Jan. ‘19

Feb. ‘19

06.03.2019

64.75

57.36

59.14

-

64.44 (4.3)

1.1367
128.79

1.1384
127.88

1.1416
124.34

1.1351
125.28

1.1329 (5.3.)
126.80 (5.3.)

11.257
-13.5 %

10.559
-18.2 %

11.173
-15.2 %

11.516
-7.4 %

11.581 (5.3.)
-

-0.36 %
-0.37 %
-0.32 %

-0.36 %
-0.37 %
-0.31 %

-0.37 %
-0.37 %
-0.31 %

-0.37 %
-0.37 %
-0.31 %

-0.37 % (1.3.)
-0.37 % (4.3.)
-0.31 % (4.3.)

0.33 %

0.25 %

0.15 %

0.15 %

0.14 % (6.3.)

Overnight deposits for private households in 0.03
Germany and in the euro area as a whole

0.02 %
0.03 %

0.02 %
0.03 %

0.02 %
0.03 %

-

-

Deposits of up to 1 year for private households
Germany and in the euro area as a whole

0.30 %
0.29 %

0.28 %
0.31 %

0.28 %
0.34 %

-

-

Rates on 5-year corporate loans of up to EUR 1
m in Germany and in the euro area as a whole

1.91 %
1.80 %

1.85 %
1.76 %

1.94 %
1.79 %

-

-

Oilprice Brent in US $
Exchange rates
US-Dollar / EUR
Japanese yen / EUR
(TXLW\0DUNHWV
*HUPDQVWRFNLQGH['$;(20¿JXUHV
Percentage change year-on-year
Money-market and capital-market rates
Overnight money (EONIA)
1-month rate (EURIBOR)
3-month rate (EURIBOR)
Running yield on German government bonds with
a residual maturity of ten years
Bank interest rates, new business
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