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S-Financial Climate in Q2 2025:
Hopes of an upswing against a backdrop of geopolitical threats I

m The latest escalation in the Middle East conflict is meeting with rising hopes of an economic upturn in Germany. The
Deka-S financial indicator reached an all-time high of 108 points in the second quarter of 2025. Savings banks in Ger-
many are reporting a better business situation for their corporate customers in their business areas than at the start of the
year. Expectations of a future economic recovery have increased even more.

m The dominant economic topics in the second quarter were the foreign trade policy of the new US government under
President Trump. The savings banks' board members continue to see the new trade restrictions as a burden for the Ger-
man economy. This is all the more the case the more industrialized the respective business area is. The spending plans of
the new German government are only half seen as a counterbalance here: Their positive effects on the local economy are
predominantly seen as weak. A turn for the better is therefore not synonymous with the end of the economic problems
in Germany, especially as the optimists are only slightly in the majority among those surveyed. But a start has been made
towards overcoming years of stagnation.
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S-Financial Climate at an all-time high

The S-Financial Climate reached a new high in its short his-
tory in the second quarter of 2025, rising to 108.0 points
(Fig. 1). However, on the scale, which ranges from zero to
200, this value only slightly exceeds the normal value of
100. The current escalation in the Middle East conflict is not
included in the answers. However, the moderate price
movements on the crude oil markets and the stock markets
to date tend to indicate that the assessments have not
changed fundamentally.

Fig. 1 Deka S-Financial Climate, Q2 2025
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Signs of an incipient recovery

Beyond the geopolitical risks, the economic assessment of
the surveyed savings bank board members continued to
move towards normality in the second quarter (Fig. 2). Both
the economic situation and economic expectations have im-
proved. However, while the situation assessment is still well
below the 100 mark, economic expectations are already
above it. In an environment characterized by a high level of
global trade and political uncertainty, this is quite remarka-
ble. The savings bank board members are presumably

Fig. 2 Economic climate improves
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counting on a further recovery in domestic demand, driven
by real income growth, lower interest rates and the hope of
economic policy reforms. The savings bank board members
are still cautious with regard to fiscal stimuli. When asked
whether their region would benefit from the infrastructure
packages, almost 70% answered “somewhat”, 10% saw
strong or very strong stimulus, 20% little or none at all.

The risks to the economic outlook remain high. For exam-
ple, 82% of respondents saw medium-term risks in the new
US policy. In addition to the geopolitical aspects, they are
likely to have been particularly concerned about the risks as-
sociated with US customs policy. 28% of the savings bank
board members stated that their region was heavily or very
heavily burdened by the US tariff policy, while only 15%
saw only minor burdens. The regional distribution of the
burden is interesting: no savings banks in eastern Germany
see strong or very strong problems as a result of US cus-
toms policy. The majority of a good 70% expect only slight
burdens. In the north of the country, too, 50% see only mi-
nor burdens. The picture is very different in the west and
south. The southern savings bank regions expect the great-
est problems, but the west also sees considerable chal-
lenges (Fig. 3). It can be seen that regions that are heavily
industrialized and/or have a strong dependency on the US
are more critical of US tariff policy.

Fig. 3 How badly is your region affected by US-
tariff policy?
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Demand for credit is rising - supply is not yet keeping
pace

From an economic perspective, it is a good sign that the
savings banks are reporting a stronger increase in demand
for credit, both for commercial loans and real estate loans.
This means that more companies and households have so
much confidence in the future that they want to invest
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more money again. The supply of loans from savings banks
has also increased, even to its highest level since 2022, but
it has not been able to keep pace with demand, meaning
that the credit climate has fallen again (Fig. 4). However,
there is no reason to speak of tensions or credit shortages,
as credit supply and demand are still too close together for
that.

Fig. 4 Credit climate
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Expectations of a more expansionary monetary policy

The expectations of regional bank managers in the area of
monetary policy are quite accurate (Fig. 5). This is also a
success of the communication policy of the European Cen-
tral Bank (ECB). At present, the balance of monetary policy
remains on an expansionary course. However, the European
Central Bank had already lowered its key interest rates by a
further quarter of a percentage point to 2% (for the deposit

Fig. 5 Key interest rate and the S-indicator
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rate) during the survey period. It remains to be seen in the
next round of surveys whether this interest rate represents
the end of the interest rate ladder in the eyes of the savings
banks.

Conclusion

The negative impact of the new trade policy in the United
States on the German business landscape remains. The sav-
ings banks are also noticing that the typical industrial re-
gions of the past decades in the south of Germany in partic-
ular are suffering from the new coordinates of the global
economy. Nevertheless, the regional banks are also register-
ing the first signs of an upturn, albeit at a low level. Many
sub-indicators of the Deka-S financial climate are in above-
average territory, in some cases at their highest levels to
date (Fig. 6). As there is hardly any negative counterweight
left, the overall indicator reached an all-time high in the sec-
ond quarter, although there is still plenty of room for im-
provement at 108 points (theoretical high: 200 points). It is
still too early to judge whether the renewed escalation of
the Middle East conflict will dampen hopes of an upturn.

Fig. 6 Overview of indicators
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Deka-S Financial Climate Index: Construction

The Deka-S-Finanzklimaindex was developed in cooperation
between the Research Center for Savings Bank Development
at the University of Magdeburg, headed by Prof. Horst
Gischer, and DekaBank with the involvement of the German
Savings Banks and Giro Association (DSGV). The index is cal-
culated from the results of a quarterly survey of 343 savings
banks. It consists of ten subject areas, each of which can be
divided into a perspective on the current situation and expec-
tations for the future. In addition, there are changing special
questions relating to the current economic or monetary situ-
ation.

The evaluation algorithm is based on the balance of positive
and negative answers to each question. A completely neutral
result results in an index value of 100. A completely positive
assessment in all questions by all participants means an index
value of 200 points; in the opposite negative

variant, the index value is zero.
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Legal information:

These presentations, including estimates, have been prepared by DekaBank solely for the purpose of informing the respective
recipient. The information does neither constitute an offer, an invitation to subscribe to or purchase financial instruments nor a
recommendation to purchase them. The information or documents are not intended as a basis for any contractual or other obliga-
tion. It does not replace (legal and / or tax) advice. Nor does the translation of these descriptions constitute such advice. All infor-
mation has been carefully researched and compiled. The assessments made here were made to the best of our knowledge and
belief and originate from or are based (in part) on generally accessible sources which we consider to be trustworthy but which we
are unable to verify. No liability is accepted for the completeness, up-to-dateness and accuracy of the information and assessments
provided, including the legal statements. The opinion statements contained herein reflect the current assessments of Deka-Bank at
the time of preparation, which may change at any time without prior notice. Each recipient should make his or her own independent
assessment, judgment and decision. In particular, each recipient is requested to carry out an independent review and/or obtain
independent professional advice and to draw its own conclusions with regard to the economic benefits and risks, taking into
account the legal, regulatory, financial, tax and accounting aspects. If rates/prices are quoted, they are subject to change and do
not serve as an indication of tradable rates/prices. Please note: Past performance is not a reliable indicator of future perfor-
mance. This information, including estimates, may not be reproduced or passed on to other persons, either in part or in full, without
the written permission of DekaBank.

Legal information from the index providers:

Deutsche Borse: The financial instrument described herein is neither sponsored, promoted, sold nor supported in any other way
by Deutsche Borse AG. The calculation of the index does not constitute a recommendation by the Licensor to invest or in any way
imply a representation by the Licensor as to the attractiveness of an investment in such products. The names DAX® and HDAX®
are registered trademarks of Deutsche Borse AG ("the Licensor"). The financial instruments based on the index are not spon-
sored, promoted, sold or supported in any other way by the Licensor. The calculation of the indices does not constitute a recom-
mendation by the Licensor to invest or in any way imply a representation by the Licensor as to the attractiveness of an investment
in such products. The designation DAX® is a registered trademark of Deutsche Borse AG. The term RexP® is a registered trade-
mark of Deutsche Borse AG ("the Licensor"). The financial instruments based on the index are not sponsored, promoted, sold or
in any other way supported by the Licensor. The calculation of the Index does not constitute a recommendation by the Licensor to
invest or in any way represent an assurance by the Licensor as to the attractiveness of an investment in such products. The desig-
nation eb.rexx® Government Germany (Total Return) is a registered trademark of Deutsche Borse AG ("the Licensor"). The finan-
cial instruments based on the indices are not sponsored, promoted, sold or supported in any other way by the Licensor. The cal-
culation of the indices does not constitute a recommendation by the Licensor to invest or in any way imply an assurance by the
Licensor as to the attractiveness of an investment in such products.

JP Morgan: The JPMorgan GBI-EM Global Diversified and EMBI Global Diversified (the “JPM Indices”) are widely used comparative
indices of the international bond markets which are determined, compiled and calculated independently of the Fund by J.P. Mor-
gan Securities Inc. (“JPMSI”) and JPMorgan Chase & Co. (“JPMC"). JPMSI and JPMC are under no obligation to take the interests
of the unitholders of the Fund into account in determining, compiling or calculating the JPM Indices and may at any time, in their
sole discretion, change or alter the method of calculation of such indices or discontinue their calculation, publication or dissemi-
nation. The actions and omissions of JPMSI and JPMC may therefore affect the value of the JPM Indices and/or their performance
at any time. JPMSI and JPMC make no representations or warranties, express or implied, as to the results to be obtained from the
use of the JPM Indices as a benchmark for the Fund or as to their performance and/or value at any time (past, present or future).
Neither JPMSI nor JPMC shall be liable to the Shareholders of the Fund for any errors or omissions (whether due to negligence or
otherwise) in the calculation of the JPM Indices.
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MSCI: MSCl is a registered trademark of Morgan Stanley Capital International Inc. MSCI makes no representation or warranty,
express or implied, and assumes no responsibility whatsoever for any MSCI data contained in this slide deck. MSCI data may not
be redistributed or used as a basis for other indices, securities or financial products. This publication has not been reviewed, en-
dorsed or produced by MSCI.

Merrill Lynch: Merrill Lynch licenses the Merrill Lynch Indices on an “as is” basis, makes no representations with respect thereto,
makes no warranty as to the quality, accuracy and/or completeness of the Merrill Lynch Indices or the data included therein or
derived therefrom and assumes no liability in connection with the use thereof.

FTSE: “FTSE®" is a trademark of the London Stock Exchange Plc and the Financial Times Limited, “NAREIT®" is a trademark of
the National Association of Real Estate Investment Trusts “NAREIT®" and “EPRA®" is a trademark of the European Public Real
Estate Association (“EPRA"). The use of the trademarks by FTSE International Limited is under license. The Deka Global Real Estate
Top 50 in EUR is calculated by FTSE. The product is not sponsored, endorsed or promoted by FTSE, Euronext N.V., NAREIT or
EPRA. They are in no way connected with the product and accept no liability in relation to its issue, operation or trading.

S&P: S&P Indices is a registered trademark of Standard & Poor's Financial Services LLC.

Nikkei: The Nikkei Stock Average (“Index”) is the intellectual property of Nikkei Inc (the “Index Sponsor”). Nikkei Digital Media,
Inc. has an exclusive license from Nikkei Inc. to grant sublicenses to Deka-Bank to use the Nikkei Stock Average. “Nikkei”, ‘Nikkei
Stock Average’ and ‘Nikkei 225" are the service marks of the Index Sponsor. The index sponsor reserves all rights, including copy-
right, to the index.

NASDAQ: Nasdag makes no representation or warranty, express or implied, and assumes no responsibility whatsoever for any
Nasdaq data contained herein. Nasdaqg data may not be redistributed or used as the basis for other indices, securities or financial
products. This publication has not been reviewed, endorsed or produced by Nasdaq

LPX: "LPX®" is a registered trademark of LPX GmbH, Zurich, Switzerland. Any use of the LPX trademark and/or the LPX indices is
not permitted without a license agreement.

Euribor: EURIBOR® and EONIA® are registered trademarks of Euribor-EBF a.i.s.b.l. All rights reserved.

Dow Jones: “Dow Jones®"”, “DJ”, “Dow Jones Indexes” are service marks of Dow Jones Trademark Holdings, LLC (“Dow Jones”)
and have been [further] licensed for use for certain purposes by DekaBank.

Bloomberg: BLOOMBERG and BLOOMBERG INDIZES are trademarks or service marks of Bloomberg Finance L.P. Bloomberg Fi-
nance L.P. and its affiliates (collectively “Bloomberg”) or Bloomberg licensors own all proprietary rights in the BLOOMBERG IN-
DIZES

iBOXX: iBoxx is a trademark of International Index Company Limited and has been licensed for use by [name of client]. Interna-
tional Index Company Ltd, its employees, suppliers, sub-contractors and agents (“International Index Company related persons”)
do not warrant the completeness or accuracy of [product name] or any other information provided in connection with [product
name]. In addition, no representation or warranty, express, implied or otherwise, is made as to the condition, sufficiency, perfor-
mance or fitness for a particular purpose of the data or use of [product name]. Representations or warranties are excluded to the
extent permitted by law.

STOXX: EURO STOXX 50® is a registered trademark of STOXX Limited.



