Deutsche Bundesbank
Monthly Report
December 2016

15

Outlook for the German economy —
macroeconomic projections for 2017 and
2018 and an outlook for 2019

Germany’s economy is on a sound upward path. The chief source of growth is buoyant domestic
demand, which is being propelled by the upbeat situation in the labour market and rising house-
hold incomes. However, the highly favourable setting for household consumption at present
looks set to turn slightly gloomy in the years ahead as demographic constraints soften employ-
ment growth and mounting energy prices erode consumers’ purchasing power. Foreign business,
which will continue to be held back next year by muted growth in global trade, should slowly
gather steam as the markets for German exports improve, but this is unlikely to fully offset the less
vibrant domestic activity.

In this scenario, the German economy could post calendar-adjusted growth rates of 1.8% this
year and next, before expanding at a slightly flatter pace of 1.6% in 2018 and 1.5% in 2019 (1.9%
in 2016 and 1.5% in 2017 in unadjusted terms). The rates of expansion expected throughout the
projection horizon are therefore distinctly higher than the increase in potential output. Aggregate
capacity utilisation at the end of the projection horizon is thus likely to be significantly higher than
the long-term average. This will be accompanied by mounting labour market bottlenecks that are
still being amplified by unfavourable demographics and will be a catalyst for brisker wage growth.
Barring new expansionary measures, Germany'’s public finances are projected to continue gener-
ating surpluses, though these should fall slightly short of last year’s figures. This is being driven by
an expansionary fiscal stance which is being masked by upbeat cyclical factors and dwindling
borrowing costs, however. A steady decline in the debt ratio is projected, possibly down to the
60% limit by 2019.

The sharp fall in energy prices is the chief reason why average consumer price inflation for 2016
remains distinctly muted. Only from next year onwards will the effect of domestic factors prob-
ably begin to become evident. As measured by the Harmonised Index of Consumer Prices (HICP),
inflation could rise from 0.3% this year to 1.4% next year. Excluding energy, HICP inflation is
expected to climb from 1.1% to 1.4%. With labour costs then projected to pick up more strongly,
both the headline inflation rate and the rate excluding the energy component could increase to
1.7% in 2018 and 1.9% in 2019.

Compared with the June 2016 projection, expectations for economic growth have now been
raised slightly for 2017 and pared back marginally for 2018. Expectations for inflation remain
largely unchanged on the whole. The risks to projected economic growth appear balanced over-
all. Consumer price rises could be stronger than projected here, particularly in 2017, as oil prices
have risen considerably since the assumptions were made. The risks appear balanced in the sub-
sequent years, seeing as the rise in the price of crude oil is then likely to have less of an inflation-
ary effect and it might not be possible to pass on higher labour costs to prices to the extent
assumed here.
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German econ-
omy temporarily
grew at more
moderate

pace in 2016
Q2 and Q3, ...

... but likely to
see renewed
brisk growth
in 2016 Q4
and 2017 Q1

H Economic outlook’

Following the robust fourth quarter of 2015
and first quarter of 2016, the German economy
expanded at a solid, but more moderate, pace
in the second and third quarters of 2016. As
forecast in the June projection, real gross do-
mestic product (GDP) rose by a total of 0.6% in
the second and third quarter, after seasonal
and calendar adjustment.? This meant that the
aggregate economic upturn temporarily lagged
somewhat behind the fairly robust underlying
cyclical trend. On the one hand, this was be-
cause industry was not quite able to maintain
the significantly higher production level from
the start of the year. On the other hand, a
number of special factors that had played a
role in the particularly brisk domestic economy
in the winter ceased to apply in the summer or
even reversed. The crude oil price, for instance,
which was still down considerably around the
end of 2015 and start of 2016, started to climb
again slightly. Because of the lapsing purchas-
ing power gains this entailed, households’ real
disposable income, and hence their consump-
tion, increased at a slower pace than before. In
addition,
boosted by the mild winter weather. Despite
fundamentally healthy construction activity,

construction output had been

construction investment therefore suffered a
setback. Finally, investment in machinery and
equipment, which had previously risen very
steeply, decreased again significantly.

As before, the domestic economy is generally
in robust shape, however. What is more, a dis-
tinct upturn is on the horizon for export-
oriented industry in the fourth quarter of 2016
and first quarter of 2017. Capacity utilisation in
the manufacturing sector expanded further in
October, foreign orders are heavily on the rise,
and sentiment recently brightened significantly
among enterprises. The German economy is
therefore likely to once again grow with strong
momentum in the fourth quarter of this year
and first quarter of the next.

Over the course of the projection horizon, the
outlook for foreign demand is clearly more sub-
dued. The domestic economy will thus retain
its role as the main pillar of economic growth.
However, the very favourable conditions at
present will tarnish somewhat over time. Em-
ployment is likely to rise at a less dynamic rate
than in previous years owing to lower levels of
immigration, an unfavourable outlook for Ger-
man demographics and growing labour short-
ages. This will be accompanied by stronger in-
creases in wages. However, since the dissipat-
ing effects of the past oil price drops are also
causing consumer prices to rise more strongly
again, households’ real income growth is being
curbed overall. It can therefore be expected
that private consumption will slacken slightly.
The same applies to housing construction
investment. Finally, additional government
expenditure in connection with refugees is
likely to taper slightly in the coming years,
which is one factor in the incremental decline
in the expansiveness of fiscal policy. This means
that the domestic economy will lose some
momentum. Initially, exports are likely to see
major growth in the fourth quarter of 2016 and
first quarter of 2017, but over the course of the
projection horizon they will suffer from the ra-
ther hesitant recovery in world trade (see the
box on pages 20 to 23). The gradual and slight
acceleration in exports — and the resultant
higher level of industrial investment — will
therefore be unable to fully offset the weaker
overall domestic activity.

Following robust increases of 1.8% in both
2016 and 2017, calendar-adjusted real GDP
could thus rise somewhat more sluggishly in
the two subsequent years, at 1.6% and 1.5%
respectively. In unadjusted terms, the picture is
less even, with growth rates of 1.9% and 1.5%
for 2016 and 2017 respectively, particularly be-

1 This projection for Germany was completed on 24 No-
vember 2016. It was incorporated into the projection for
the euro area published by the ECB on 8 December 2016.
2 See Deutsche Bundesbank, Outlook for the German
economy — macroeconomic projections for 2016 and 2017
and an outlook for 2018, Monthly Report, June 2016,
pp 13-28.

Domestic
economy to lose
some momen-
tum over projec-
tion horizon,
which slightly
higher export
growth will not

fully offset

Economic
growth steep in
2016 and 2017,
subsequently
somewhat
weaker



Capacity utilisa-
tion at end

of projection
horizon clearly
stronger than
long-term
average

Exports to climb
slowly after brief
spurt

cause of the differing number of working days
(see the bottom table).> This means that a
slightly higher level of calendar-adjusted GDP
growth is expected in 2016 and 2017 than was
assumed in the June projection (see the table
on page 28). Besides upward revisions in the
fourth quarter of 2015 and first quarter of
2016, this is mainly due to the present more
favourable assessment for the fourth quarter of
2016 and first quarter of 2017. For 2018, how-
ever, the expectations were revised downwards
slightly, reflecting the weaker assumptions for
sales market growth of German exporters.

According to this projection, growth in the
German economy will consistently outpace
potential output by a significant margin, with
the latter’'s growth subsiding from 1.4% this
year to 1.3% in the next two years and 1.2% in
2019. One reason for this is the assumption of
diminishing net immigration. Another is that
the dampening effect of German demograph-
ics on labour force potential will tend to keep
increasing. The positive output gap, which is
already marked this year, will therefore widen
increasingly, with the result that capacity util-
isation at the end of the projection horizon will
be significantly higher than the long-term aver-
age.

German exports are likely to gain significant
momentum temporarily. In the short term, fol-
lowing the slight decline in the third quarter, a
substantial increase in exports is expected given
the marked surge in orders from abroad and
enterprises’ high export expectations. How-
ever, the sales markets will recover only hesi-
tantly in tandem with world trade. Initially, less
impetus is thus expected to emanate from for-

3 The pronounced negative calendar effect in 2017 is due
not only to the general calendar pattern, but also to the
2017 Reformation Day being declared a public holiday in all
federal states to mark the 500th anniversary. This one-off
effect additionally dampens the GDP increase in 2017 by
around 0.1 percentage point in purely arithmetical terms.
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Technical components of the GDP
growth projection

% or percentage points

Item 2016 2017 2018 2019
Statistical carry-over at the

end of the previous year? 0.5 0.7 0.6 0.6
Fourth-quarter rate2 1.9 1.7 1.6 1.5
Average annual GDP growth

rate, calendar-adjusted 1.8 1.8 1.6 1.5
Calendar effect3 01 -03 0.0 0.0
Average annual GDP growth

rate4 1.9 1.5 1.6 1.5

Sources: Federal Statistical Office; 2016 to 2019 Bundesbank
projections. 1 Seasonally and calendar-adjusted index level in
the fourth quarter of the previous year in relation to the calendar-
adjusted quarterly average of the previous year. 2 Annual rate of
change in the fourth quarter, seasonally and calendar-adjusted.
3 As a percentage of GDP. 4 Discrepancies in the totals are due
to rounding.
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Business situation and expectations
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Major demand components
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eign demand over the rest of the horizon.
Exports should subsequently realign more
strongly with the sales markets, whose growth
rate will rise only slightly over the projection
horizon. In this context, export growth is likely
to be somewhat slower than growth in the
global sales markets. For one thing, the price
competitiveness of German enterprises in intra-
euro-area trade is deteriorating, as unit labour
costs are rising more sharply than in other EMU
member states. For another, German exports to
non-euro-area countries are likely to be damp-
ened, over and above the direct sales market
effect, by the impact of the United Kingdom's
intended exit from the European Union (EU)
and China’s shift in demand towards consumer
goods. Both developments particularly affect
capital goods, which make up a large share of
Germany'’s exports. German exporters may well
gain a little price competitiveness over their
competitors in non-euro-area countries thanks
to lower price rises, but this is unlikely to be
sufficient to completely prevent losses of mar-
ket share.

In the second and third quarter, business
investment was unable to expand slightly on
the level previously reached, as it had been
expected to do, and instead declined substan-
tially. This could reflect a wait-and-see attitude
among export-oriented enterprises in German
industry in view of heightened uncertainty sur-
rounding the outlook for international trade.
Industrial investment is also likely to see re-
newed distinct growth given the recent signifi-
cant improvement in sales expectations and
majorly increased capacity utilisation in the
manufacturing sector, plus the temporary
acceleration in the pace of economic growth
expected in the fourth quarter of 2016 and first
quarter of 2017. Over the course of 2017, as
well, the underlying cyclical trend will remain

4 Whereas the results of the Ifo business survey on export
expectations point to robust exports around the end of
2016 and start of 2017, the export expectations outlined in
the survey of the German Chambers of Commerce and In-
dustry (DIHK), which spans the entire year, indicate a sub-
dued export outlook.

Favourable con-
ditions for clear
hike in business
investment
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robust enough — thanks to substantial domes- . .
. . N Key figures of the macroeconomic
tic demand — that aggregate capacity utilisa- projection

tion will increase further. As a result, enterprises

are likely to once again be faced with more
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urgent expansions to their production capacity. caromyear pECEmage changes, caiendaraciuste

Furthermore, financing terms are still advanta- iz 2015|2016 2017 | 201
geous and somewhat stronger export growth  GDP(rea) N N
; o GDP (real, unadjusted) 1.7 1.9 1.5 1.6
is also expected again in the later years of the
projection horizon. The conditions for signifi- Components of real GDP
. . . Private consumption 1.9 1.7 1.6 1.5
cantly expanding business investment are Memo lter Saving ralo O I I
therefore favourable. Government consumption 2.8 4.1 2.3 2.0
Gross fixed capital
) ) } : ) formation 1.1 2.2 3.1 3.0
Housing con- Unlike business investment — including non- Business investment2 09 12 21 29
struction initiallyroidential construction — housing construction Private investment in
very dynamic, ) i i housing construction 1.0 35 37 29
;ater/;o;newhat investment continued to expand in the second Exports 46 23 32 34
ess live . .
4 and third quarter of 2016, exceeding the ex- Imports 5131 41 45
. f th . . h Memo item Current
pectations of the June projection. The expan- account balance3 84 89 81 78

sionary underlying trend in housing construc-

tion is due, chiefly, to households’ favourable ~ ontributions to GDP

) i ) i ] growth4

income situation and low financing costs. Im- Domestic final demand 18 22 19 18

petus is also likely to come from the ongoing R 04 -02 00 00
. . ) . Exports 2.1 1.1 15 1.6

high level of labour-market-oriented immigra- Imports 20 -12 —16 -18

tion. The higher growth in housing investment

since the fourth quarter of 2015 and first quar- Labour market

Total number of hours

ter of 2016 may also stem from the need for workeds 06 08 09 07
. L. . . . 5)

housing arising from refugee immigration last Employed persons S

] ) o ] Unemployed personsé 2.8 2.7 2.6 2.6

year.> Housing construction is likely to continue Unemployment rate? 64 61 59 58

growing steeply in the first instance, given the

. . . Wages and wage costs
high level of orders, the business conditions

Negotiated pay rates8 2.3 2.1 2.1 2.7
and outlook considered by construction com- Gross wages and salaries
. . . er employee 2.7 2.4 2.4 2.9
panies to be extraordinarily good, and the E povs
ompensation per
extremely high utilisation of machinery and employee 24 22 24 28
. . Real GDP per employed
equipment. The gradual processing .of the person S I T
accumulated orders could see construction lose Unit labour costs? 19 14 15 18

momentum significantly after that, however. D e P B

As immigration dwindles, the trends deter-

Consumer prices10 0.1 0.3 1.4 1.7
mined by domestic demographics are likely Excluding energy i) i 14| 17
Energy component =70 | =57 0.8 1.7

to gradually take shape in the form of lower

demand for housing and dampened housing Sources: Federal Statistical Office; Federal Employment Agency;
2016 to 2018 Bundesbank projections. 1 If calendar effects
present. For unadjusted data see the table on p 31. 2 Private
non-residential fixed capital formation. 3 As a percentage of
nominal GDP. 4 In arithmetical terms, in percentage points. Dis-
crepancies in the totals are due to rounding. 5 Domestic con-
cept. 6 In millions of persons (Federal Employment Agency def-
inition). 7 As a percentage of the civilian labour force. 8 Monthly
basis (pursuant to the Bundesbank’s negotiated wage index).
9 Ratio of domestic compensation per employee to real GDP per

construction activity.

5 Additionally, anticipatory effects relating to the approval
of construction projects, in connection with the require-
ments for the energy standards of new residential buildings employed person. 10 Harmonised Index of Consumer Prices
being tightened as of the end of 2015 and start of 2016, (HICP).

may also have partially impacted on construction invest-
ment.
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Underlying conditions

This projection is based on assumptions,
made by the Eurosystem’s experts, about
the global economy, exchange rates, com-
modity prices and interest rates. The
assumptions are based on information
available as at 17 November 2016. The as-
sumptions regarding economic activity in
the euro area are derived from projections
made by the national central banks of the
euro-area countries. With regard to fiscal
policy, the projection incorporates only
measures which have been adopted or
adequately specified and are likely to be
implemented.

The global economy was able to step up its
pace of expansion somewhat in the third
quarter of 2016. Global growth was thus
largely in line with the expectations of the
previous projection exercise. The underlying
pace of economic activity in the United
States remains moderate, which means that
it will probably be difficult to maintain the
strong rate of growth seen in the third
quarter in the following period." Despite
the fact that, following the referendum on
membership of the European Union (EU),
the UK economy initially proved to be more
robust than assumed, weaker UK economic
growth is expected for the coming years, in
particular owing to a gloomier outlook for
private consumption, foreign trade and in-
vestment. For the advanced economies as a
whole, no strengthening of growth is as-
sumed over the projection horizon beyond
the rates expected for the second half of
2016.

The pace of growth in the emerging market
economies (EMEs) has regained some mo-
mentum of late. The commodity-exporting
EMEs are benefiting from rising prices for
their export products, and at least the re-

cession in Russia appears to have ended.
China currently finds itself in a transition to
a less investment and export-driven growth
model. The accompanying negative effects
on economic growth are being largely cush-
ioned by an expansionary monetary and
fiscal policy, which means that economic
growth will slow down only gradually over
the next few years, too. Overall, for the
EMEs it is expected that the coming years
will see only a slight increase of the recently
achieved growth rates. As a result, the out-
look was revised downwards slightly com-
pared with the June projection — much like
for the industrial countries. The current pro-
jection assumes that the global economy
(excluding the euro area and weighted by
purchasing power parities) will grow by 3%
in the current year. The rates of growth are
likely to accelerate only slightly at 3%2% in
2017 and 3%4% for both 2018 and 2019.

As 2016 progressed, global trade was again
slightly below the expectations of the pre-
ceding projection. In particular, the exports
of the advanced economies were disap-
pointing in the second and third quarters
and grew at rates similar to those of EMEs'
imports. Over the projection horizon, too,
imports — especially for the industrial coun-
tries — are expected to pick up more slowly
than was thought as recently as June. Over-
all, following growth of 1% in the current
year, it is assumed that rates of increase for
international trade (excluding the euro area)

1 The projection for the global economy is not based
on any potential implications of the impending change
in the US government which go beyond the market
expectations that are incorporated into the interest
rate and exchange rate assumptions and short-term
heightened uncertainty. This concerns, in particular,
possible fiscal policy measures, restrictions on trading
relations and migration.



will amount to 234% in 2017 and 334% in
both 2018 and 2019.

Since the June projection was finalised,
crude oil prices having been moving within
a relatively narrow band between USS$45
and USS50 per barrel. The forward prices,
from which the assumptions for crude oil
prices are derived, continue to point to a
very flat increase over the projection hori-
zon. For 2017 and 2018, the crude oil prices
on which this projection is based thus stand
only marginally above the movement as-
sumed for the June projection. For 2019,
the forward quotations show a further
slight rise to USS54.6 for a barrel of Brent
Crude. Owing to the appreciation of the US
dollar against the euro, oil prices are, in
euro terms, somewhat more clearly above
the assumptions of the June projection. The
prices of other raw materials went down
somewhat in September and October, but
should recover again towards the end of
the year. With the expected moderate
growth in the global economy, commodity
prices are likely to go up again from 2017,
including on an annual average.

The Eurosystem continued to make pur-
chases as part of the expanded asset pur-
chase programme (APP). These are to be
maintained until the Governing Council of
the ECB sees a sustained correction of the
inflationary path in the euro area consistent
with its aim of achieving inflation rates
below, but close to, 2% over the medium
term.2 The accommodative monetary policy
has helped to keep interest rates at a very
low level since the June projection was
finalised. Market expectations with regard
to future interest rate movements, on the
other hand, are somewhat more clearly
pointing upwards. This is reflected in the
technical assumptions — derived from these
expectations — about future developments
in short-term interest rates and yields on
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Major assumptions of the projection

Item 2016 2017 2018 2019
Exchange rates of
the euro
US dollar/euro 1.1 1.09 1.09 1.09
Effective? 110.6 110.7 110.7 110.7

Interest rates
Three-month

Euribor -03 =0.3 -0.2 0.0

Yield on govern-

ment bonds

outstanding? 0.1 0.4 0.6 0.8
Commodity prices

Crude ail3 44.3 49.3 52.6 54.6

Other

commodities# > —4.0 6.6 3.8 4.5
German exporters’
sales markets>: & 2.4 3.0 3.7 3.8

1 Compared with the currencies of the 38 most important
trading partners of the euro area (EER-38 group of curren-
cies); 1999 Q1 = 100. 2 Yield on German government
bonds outstanding with a residual maturity of over nine
and up to ten years. 3 US dollars per barrel of Brent crude
oil. 4 In US dollars. 5 Year-on-year percentage change.
6 Working-day adjusted.
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nine to ten-year government bonds. Even
so, they will be staying at a very low level

2 At the time the projection was finalised, the decision
by the Governing Council of the ECB to continue the
purchases at least until March 2017 with a monthly
volume of €80 billion was still in effect. On 8 Decem-
ber 2016, and thus after this projection had been final-
ised, the ECB Governing Council took a decision to
continue its asset purchases until at least December
2017. The volume is set to be reduced to €60 billion
per month as from April 2017.
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up to the end of the projection horizon. The
same applies to interest rates on bank loans
in Germany. According to the Ifo credit con-
straint indicator and the special analysis of
access to funding from the late summer
survey of the Association of German Cham-
bers of Commerce and Industry (DIHK),
access to credit is still extremely favourable.
The DIHK autumn survey also shows finan-
cing conditions as very advantageous.

Expectations with regard to the future mon-
etary policy stance of the US Fed have
changed since the June projection was
finalised and led to perceptible fluctuations
in the euro-US dollar exchange rate. Since
the end of September, positive economic
data from the US have been strengthening
the US dollar. Against the backdrop of
speculation about future large-scale debt-
financed public spending programmes, a
marked rise in yields began in the United
States after the US presidential election. The
euro came under further downward pres-
sure as a result. This development is partly
reflected in the time horizon that is relevant
for the derivation of exchange rate assump-
tions. The euro was trading at US$1.09 and
thus 4%2% below the assumptions for the
June projection. Following the UK referen-
dum on continued EU membership, how-
ever, the euro appreciated markedly against
the pound sterling. Besides market players’
concerns about the negative impact on the
British economy, the Bank of England cut-
ting official interest rates in early August
was a contributory factor in this context. In
nominal effective terms, ie in relation to the
most important countries for foreign trade,
the euro therefore depreciated only margin-
ally and nearly matched the assumptions of
the June projection.

The euro-area economy continued its re-
covery process in the second and third
quarters in line with the moderate under-

lying pace expected in the June projection.
A slight strengthening of growth is ex-
pected for the final quarter of 2016 and the
first quarter of 2017. Domestic demand is
likely to go on generating strong impulses
over the projection horizon. Private con-
sumption is benefiting from the ongoing
robust growth in employment and fairly
high wage increases. Given rising capacity
utilisation and if favourable financing condi-
tions remain in place, investment, too, is
likely to continue its gradual recovery.
Following their temporary dip in the third
quarter, exports should return to the expan-
sionary path that is consistent with the
growth of sales markets abroad. Owing to
persistent low inflation, greater price com-
petitiveness in third markets could have a
positive impact.

Despite the less powerful external stimuli
from third countries, expected GDP growth
for the euro area (excluding Germany) over
the next two years will be 1.7% and 1.6% in
calendar-adjusted terms, which is roughly
as high as in the June projection. Growth of
1.6% is also expected for 2019. This could
mean that aggregate capacity utilisation in
the euro area is roughly at a normal level
again in 2019.

With regard to public finances in Germany,
the fiscal policy measures that are taken
into account will marginally reduce the bur-
den of taxes and social security contribu-
tions. The contribution rate for the public
long-term care insurance scheme is to be
increased in 2017, and the average of the
additional contribution rates to the statu-
tory health insurance scheme is likely to go
up noticeably from 2018. Factors which
weigh slightly more heavily, however, are
the shortfalls in revenue resulting from the
incorporated legislative changes, mainly as
a result of the scheduled higher tax allow-
ances and shifts in negotiated rates of pay



Clear increase
in government
investment

Gross fixed cap-
ital formation
to grow fairly
substantially

in the case of income tax in 2017 and 2018,
as well as the phased changeover to a
downstream taxation of pensions. The
measures on the expenditure side will place
a heavier strain on government budgets. A
good part of this is connected with the
2017 reform of long-term care, which is
likely to bring a marked increase in spend-
ing on care (with a time lag in some cases).
Moreover, more funds are to flow into
transport infrastructure, schools and child
day-care, in particular, as well as into in-
ternal security and the armed forces.

In view of developments over the course of
the year, the assumptions on the scale of
refugee migration to Germany have been
revised downwards substantially from the
last projection.® Additional government
spending on providing for refugees is likely
to increase by roughly ¥2% of GDP in the
current year (compared with 2014, ie prior

Government investment is likely to see mark-
edly stronger growth than GDP over the entire
projection horizon.® For example, central gov-
ernment is planning to spend more on infra-
structure, and its promotion of investment in
financially weak local governments” is also set
to rise significantly. Primarily, however, the rela-
tively healthy budgetary situation in many state
and local governments (partly thanks to greater
relief provided by central government) is likely
to be used, not least, to step up investment.

This therefore gives rise, on the whole, to fairly
substantial increases in gross fixed capital for-
mation over the next two years. As things cur-
rently stand, a slightly smaller expansion of
fixed capital formation is to be expected for
2019, as the slower pace of residential con-
struction is then likely to make itself felt.

Private consumption, which had previously ex-
panded very rapidly, lost a small amount of
momentum in the second and third quarter.

Deutsche Bundesbank

to the strong immigration in 2015) and then
fall slightly by the end of the projection
horizon.

3 See p 25.

This was chiefly due to the fact that real dispos-
able income grew more slowly than had been
expected in June. However, the underlying
trend in private consumption remains on a
clear upward trajectory and will be determined
over the projection horizon by the still favour-
able conditions on the labour market. Subse-
quently, the dampening effect of the slower
projected employment growth on disposable
income will be more than offset by the stronger
rises in wages and other income. However, the
stimulus effects of depressed inflation caused
by the fall in the price of oil in the last two

6 Developments are very volatile, though, especially in
government investment in machinery and equipment. The
strong fluctuations in this are mainly due to military pro-
curements, which are recorded in full in the national
accounts at the time of delivery.

7 To date, hardly any funds have been disbursed from the
fund to promote municipal investment set up for this pur-
pose, probably also because this requires settlements of at
least partially completed projects. The draft supplementary
budget for 2016 approved by the Federal Cabinet at the
end of November, involving the doubling of the fund's vol-
ume to €7 billion, was not yet incorporated.
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Households’
consumer
spending con-
tinues to rise
markedly, albeit
with waning
momentum
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Continued
growth in
government
consumption
in the coming
years

Strong rise

in imports
expected
following muted
growth in 2016

Moderate fall

in the current
account balance
expected as

of 2017

years will gradually disappear as inflation rises.
While the saving ratio could edge downwards,
as some of the oil-price-related gains in pur-
chasing power were initially saved, this will not
be sufficient to fully offset this effect. There-
fore, household consumer spending is likely to
continue to rise markedly, though with slightly
diminishing momentum as time goes by.

Government consumption has grown particu-
larly strongly this year, owing to additional
non-financial benefits and personnel costs
relating to refugee immigration. As of the com-
ing year, expenditure on this front® is expected
to grow at a slower rate, but the rate of
increase in government consumption is still
expected to be above the rate of GDP growth.
This is chiefly attributable to a relatively strong
rise in health expenditure and an expansion of
the benefits granted in the wake of the 2017
long-term care reform.

Imports experienced a period of weakness in
the second and third quarter of 2016, scarcely
moving above their level in the previous
six-month period. A key reason for this was the
fall in investment in machinery and equipment.
However, this development is likely to be
reversed owing to the expected strengthening
of industrial investment over the projection
horizon. An additional boost comes from the
slight increase in the growth of exports, which
draw on imports to an even greater extent
than investment in machinery and equipment.
Ultimately, due to the increasing international
division of labour, the import shares in key
demand components are expected to continue
to rise moderately. Overall, imports are there-
fore likely to rise significantly in the coming
years.

Together with the expected development in
exports, this results in a slightly declining trade
surplus over the projection horizon. The re-
newed increase this year has been attributable
solely to the lower annual average crude oil
and commodity prices and the associated
robust improvement in the terms of trade.

Looking ahead, it is assumed that the increase
in import prices seen of late will continue and
that the terms of trade will remain stable on
the whole. At the start of the year, the rise in
the balance on the current account had actu-
ally been markedly higher still than the trade
surplus. However, this was predominantly
attributable to the unusually small deficit in
secondary income. It has since contracted
noticeably and is expected to shrink further
over the projection horizon. However, this fall
is not expected to exceed the contraction in
the trade balance, as primary income is ex-
pected to continue to post high surpluses
owing to the continued rise in foreign assets.

B Labour market

Employment increased in the second and third
quarter of 2016, albeit more slowly than before
and also less strongly than expected in the June
projection. Contrary to initial expectations,
registered unemployment continued to fall.
This was partially attributable to the fact that
labour market policy measures for refugees
were expanded with greater intensity than
anticipated. In addition, the number of un-
employed among both residents and other
immigrants also fared much better than had
been expected under the previous projection.

According to leading indicators, the essentially
favourable development on the labour market
is likely to again feature more prominently in
the coming months, and employment is likely
to increase at a faster rate. Unemployment is
expected to fall further, albeit at a slower rate
of decline. Among the unemployed, the share
of persons facing multiple placement difficul-
ties is now relatively high. Furthermore, despite
labour market policy measures, the number of
unemployed refugees will continue to rise at
first.

8 As the number of recognised asylum seekers rises, so too
do means-tested monetary social transfers. However, over-
all, there is a slight fall in expenditure.

Employment,
but also
unemployment,
lower than
expected in the
second and
third quarter

Favourable
labour market
development in
the short run



Demographic-
related scarcity
of domestic
workers, which
has already
been observed
for some

time, ...

... setto
increasingly
outweigh the
offsetting effect
of employment-
related immigra-
tion and ...

In the latter years of the projection horizon,
demographic and other structural factors are
likely to lead to increasing labour supply short-
ages. The number of working-age residents®
has already been falling for a number of years,
and this development will intensify in future. If
demand for labour remains high, the scarcity
this causes can, in principle, be counteracted
through employment-related immigration and
higher labour market participation among the
domestic population. However, both adjust-
ment mechanisms are likely to have an increas-
ingly minor impact over the projection horizon
than they have had on average in recent years.

Employment-related immigration is already at a
very high level and in recent years has been
made up primarily of people from other EU
member states, particularly from eastern Eur-
ope. Freedom of movement of workers from
countries in eastern Europe was introduced in
stages from May 2011 to July 2015. Immigra-
tion from the respective countries of origin in-
creased considerably in the first few years in
each case. However, immigration from the EU-8
countries of central and eastern Europe,
whose citizens were the first of the new mem-
ber states to be granted freedom of move-
ment, already peaked some time ago. A similar
profile is assumed over the projection horizon
for immigration from Romania, Bulgaria and
Croatia. The number of immigrants from the
southern European euro-area countries, which
were particularly affected by the sovereign
debt crisis, has also fallen considerably in the
meantime with the economic recovery in these
countries. Furthermore, from the present per-
spective, refugee immigration is likely to recede
markedly from its peak in 2015."" Despite a
relatively high assumed recognition rate,? it is
likely that a sizeable portion of the refugees
that arrived in 2015/2016 will have to leave
Germany again in the coming months and
years. Therefore, net immigration of asylum
seekers is likely to be low, and net immigration
overall could thus fall considerably. It is assumed
that it will amount to 300,000 people in 2019,
only half as many as on average between 2012

Deutsche Bundesbank

Employment indicators for Germany
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Ifo employment barometer
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Labour market component of the
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Sources: Ifo business survey, Institute for Employment Research
(IAB). 1 Index values on a scale from 90 (very poor outlook) to
110 (very good outlook).
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and 2016 (for the migration assumptions, see
the table on page 26).

The growth in labour market participation in
2015 and 2016 has been weaker than its trend
in recent years, being curbed by one-off effects
such as the option to retire on a full pension at

9 The labour force potential is calculated using the com-
prehensive definition of the International Labour Organisa-
tion (ILO) for people aged 15 to 74. This includes the hith-
erto relatively small but fast growing group of people in the
labour force aged 65 to 74. The gradual increase in the
statutory pension age beyond the age of 65 also plays a
role in this.

10 The EU-8 countries are Poland, the Czech Republic,
Slovakia, Hungary, Slovenia, Lithuania, Latvia and Estonia.
11 Since March 2016, the monthly inflows have been mod-
erate, at around 16,000 people gross per month, and are
set to continue at roughly the same level. The June projec-
tion assumed higher refugee immigration.

12 The projection assumes that the proportion of refugees
recognised as refugees will be initially just over 60% before
falling considerably over the projection horizon. Of the
530,000 asylum decisions made by the German Federal
Office for Migration and Refugees (Bundesamt fiir Migra-
tion und Fliichtlinge, BAMF) between January and October
2016, the overall recognition rate was 64%. The average
recognition rate for the 2010 to 2015 period was 37%.
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Migration assumptions

In thousands of persons

Item

Total migration flows
Inflows
Outflows

Net inflows
of which Asylum channel

Inflows
Outflows

Net inflows

2015 2016 2017 2018 2019
2,140 1,550 1,400 1,300 1,200
1,000 1,050 1,000 950 900

+ 1,140 +500 +400 +350 +300
890 260 250 200 200
150 200 220 170 150

+ 740 + 60 + 30 + 30 + 50

Sources: Federal Statistical Office and Federal Ministry of the Interior, rounded. Outflows of refugees: Bundesbank estimate. Bundesbank

projections for the 2016-19 period.

Deutsche Bundesbank

63 for persons insured on a long-term basis,
the general statutory minimum wage and refu-
gee immigration. By contrast, in 2017, labour
force participation will initially probably expand
again considerably, for two reasons in particu-
lar. Labour force participation among the older
age groups is likely to increase again markedly
as the one-off effects dissipate. Furthermore,
the dampening effect stemming from refugees
is being reversed as they are gradually inte-
grated into the labour market. In the following
years, however, the fact that reserves in the
domestic population have already been largely
activated in recent decades is likely to make

Labour force in Germany
Year-on-year change, in thousands of persons

== Total labour force
Immigration

+800 Employment behaviour’ Projection
1600 Demographic factors? ]
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Sources: Federal Statistical Office and Bundesbank calculations.
2016 to 2019 Bundesbank projections. 1 Of domestic workers.
2 Contains changes in the domestic labour force as well as
changes resulting from shifts in the age structure of the domest-
ic population to labour force participation.
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itself increasingly felt. Female labour market
participation, in particular, is already fairly high
by international standards.’® The rise in labour
force participation towards the end of the pro-
jection horizon will therefore be increasingly
limited to those over the age of 55.

Overall, declining immigration and, post-2017,
slower growth in labour force participation will
result in the negative domestic demographic
effects having an increasingly strong impact on
the labour supply. The labour force, which
could grow by 34% in both 2016 and 2017, will
accordingly expand by only 2% in 2018 and
noticeably less again in 2019. While unemploy-
ment could still fall slightly, here, too, the scope
for this to happen will probably become more
limited because of the already low level under
the given conditions. The high employment
growth this year and next year is likely to lose
considerable momentum thereafter. However,

13 In contrast to the comparatively high labour market par-
ticipation of women in Germany, the average number of
hours they work is actually rather low by international
standards. There are still reserves here for a higher volume
of work. This is taken into account in this projection by
assuming an increasing amount of hours worked per per-
son in employment. The expansion of child day-care and
long-term care infrastructure should support this. However,
the increase in total hours worked will probably be limited
to 2018 and 2019 and be rather moderate, as the trend to
more part-time work — which has weakened considerably
in recent years — is moving in the opposite direction.

High employ-
ment growth to
weaken consid-
erably after
2017



Negotiated pay
rates up only
moderately to
begin with, but
growth increas-
ingly steeper
from 2018

Stronger growth
likewise for unit
labour costs
from 2018
following certain
lull

marginally rising hours worked per person in
employment and higher productivity gains on
the back of the healthy economy will probably
limit the negative impact of labour market
shortages on macroeconomic activity.

B Labour costs and prices

As in 2016, negotiated rates of pay are likely to
experience only moderate growth in 2017. Des-
pite the favourable labour market situation and
the positive economic outlook, management
and labour in this year’'s wage-bargaining
round agreed not only on quite moderate pay
increases for 2016, but also, in many instances,
on graduated increases for 2017 which tended
to be even lower. The temporarily subdued in-
flation rate caused by the fall in oil prices may
have contributed to this. In addition, new
agreements as part of a comparatively “small”
bargaining round are pending, primarily in ser-
vices industries with below-average wage
dynamics. While some factors that depressed
the figures for 2016 no longer apply, it is for
these reasons that more substantial increases in
negotiated rates of pay are not yet to be
expected in 2017 either.’ In the following
years, however, they should then be distinctly
higher on account of the ever-tightening labour
market, climbing capacity utilisation rates and
stronger price inflation.

According to the projection, the persistently
favourable economic situation and increasing
working hours will also be reflected in a posi-
tive wage drift in the form of higher bonus and
overtime payments.’® Actual earnings, while
following a similar time profile to negotiated
rates of pay, will therefore see stronger growth
over the entire projection horizon. The re-
strained compensation increases in 2016 and
2017 mean that the ongoing comparatively
substantial upsurge in unit labour costs from
2012 onwards will be slightly weaker temporar-
ily. From 2018, though, unit labour costs will
pick up again, despite increasing productivity

Deutsche Bundesbank

Negotiated pay rates, actual earnings
and compensation of employees

Year-on-year percentage change, monthly basis
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projections. 1 According to the Bundesbank's negotiated wage
index.
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gains having a dampening effect, as is com-
monly the case with booms.

Assuming profit margins remain broadly un-
changed, as they have in previous years, the
profile of unit labour costs will determine
domestic price pressures which, as measured
by the GDP deflator, are expected to rise from
around 1%2% this year and next year to 2% by
the end of the projection horizon. These
domestic inflationary effects will not be fully
reflected in consumer prices to begin with,
however, on account of international factors
alleviating the price pressures. With the ex-
pected pick-up in import prices, mainly driven
by higher energy prices, the domestic price
pressures should increasingly start to show in
the form of higher consumer prices.

Growth in consumer prices over the past few
months has been somewhat stronger than

14 All past pay agreements included in the Bundesbank’s
negotiated pay rate statistics are taken into consideration
in the projections of negotiated wage increases and
extrapolated beyond their contractual term, taking into
account the overall economic situation and industry-
specific features.

15 All other things being equal, the general statutory min-
imum wage adjustments which take place every two years
lead to fluctuations in the wage drift. In years where the
minimum wage is raised — ie 2017 and 2019 in this projec-
tion period — the positive wage drift will be slightly
strengthened, whereas it will be reduced to a similar
degree in 2018.
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Inflation to

date somewhat
higher than
forecast in June
owing to energy
and food

Impact of posi-
tive domestic
activity on prices
not yet visible

in 2016 ...

Revisions since the
June 2016 projection

VYear-on-year percentage change

Item 2016 2017 2018
GDP (real, calendar-adjusted)
Projection from December 2016 1.8 1.8 1.6
Projection from June 2016 1.6 1.6 1.7
Difference in percentage points 0.2 02 -041
Harmonised Index of Consumer Prices
Projection from December 2016 0.3 1.4 1.7
Projection from June 2016 0.2 1.5 1.7
Difference in percentage points 0.1 -0.1 0.0

Deutsche Bundesbank

expected; the June projection had assumed
annual HICP growth for October of 0.3%, com-
pared with the actual rate of 0.7%."® Approxi-
mately half of this discrepancy can be put
down to the energy component. Prices for
mineral oil products jumped higher than antici-
pated on account of steeper growth in crude
oil prices and the fact that the wider refinery
margins did not contract back to their long-
term average as assumed. The cost of food,
too, was up contrary to expectations, with
adverse weather conditions in the third quarter
in particular probably playing a role in shorten-
ing supply. Price inflation on industrial goods
excluding energy and services, by contrast, fell
somewhat short of expectations.

In 2016, average consumer price inflation was
distinctly dampened by the slump in the price
of crude oil at the turn of the year 2015-16,
and HICP inflation is expected to amount to a
mere 0.3%, compared with a prospective fig-
ure of 1.1% for HICP inflation excluding energy.
Non-energy inflation would thus lie somewhat
below the ten-year average, despite distinct
overutilisation in the economy as a whole. This
was partly due to the fact that, in spite of the
temporary weather-induced price surge in the
third quarter, food price inflation continued to
be slowed by an oversupply in some product
categories. As was the case in 2015, inter-

national influences in the form of reduced
prices for other commodities, excess capacity
at the global level, and lower rates on hotels
for travel abroad also alleviated pressure. More-
over, rises in unit labour costs slowed some-
what.

Non-energy inflation is likely to grow consider-
ably over the course of the projection horizon.
External factors, which are still having a damp-
ening effect at the moment, should turn them-
selves around, partly because it is assumed that
the recent upswing in commodity prices will
intensify. In the case of food products, the ex-
perience of the past few years has shown that,
for many products, increases in commodity
prices are quickly passed on to consumers in
full, meaning that inflation should rise mark-
edly in this industry. Prices of other imports are
likewise expected to rise again, with industrial
goods excluding energy, in particular, as well as
some services likely to become more expensive.
On the domestic side, the expanding overutili-
sation level and mounting pressure on the
labour market, which will result in more consid-
erable growth in labour costs again from 2018,
should lead to greater increases in consumer
prices. Overall, consumer price inflation exclud-
ing energy (as measured by the annual HICP
rate) could climb to 1.7% in 2018 and grow
somewhat further in 2019.

In the years following 2016, energy prices are
likely to rise at similar rates as other goods and
services. The assumed rise in crude oil prices
should be reflected in the prices of mineral oil
products almost immediately, as well as in the
prices of gas and levies with some delay. Fol-
lowing marginal increases in 2016, electricity is
expected to see more significant price hikes
again, with substantially rising grid charges, in
particular, pushing up prices against the back-
drop of a considerable need to expand the net-

16 According to preliminary Federal Statistical Office data,
the HICP rate stood at 0.7% in November, which was
0.1 percentage point above the figure forecast in June.
However, more detailed information on the November
value is not yet available.

... but growing
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longer curbing
inflation
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and ...

... relief through
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sharply for
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reasons

work. Headline HICP could grow from 0.3%
this year to 1.7% in 2018 and rise slightly more
in 2019, meaning inflation in Germany would
be somewhat higher than the average in the
rest of the euro area.

B Public finances

Under the assumptions being applied here, the
government will continue to run a moderate
budget surplus (2015: +0.7% of GDP) across
the entire projection horizon. Public finances
will benefit from favourable economic develop-
ments and falling interest expenditure.’” These
positive impacts contrast with an expansionary
fiscal stance which will be reflected, above all,
in a considerable deterioration in the structural
primary balance, especially for 2016 and 2017,
and which will boost aggregate demand. The
fiscal surplus is thus likely to recede slightly in
the current year, subsequently possibly remain-
ing more or less unchanged at around 2% of
GDP.'8

The revenue ratio is likely to increase somewhat
during the current year, due mainly to strong
growth in profit-related taxes. No major
changes are expected after that. This should
compensate to a great degree for the revenue
surplus caused by fiscal drag' and the increase
in contribution rates to the social security funds
caused by the shortfalls in receipts induced by
changes to tax law.2°

The expenditure ratio is likely to rise somewhat
more sharply in 2016 than the revenue ratio. As
things stand today, it is likely to change little
further down the road. Positive cyclical influ-
ences in the numerator, especially the acceler-
ated GDP growth this year, will push the ratio
down. In addition, the interest expenditure
ratio is expected to dip further over the entire
projection horizon, mainly in connection with
the low interest rates and the refinancing of
maturing debt securities at favourable terms.
This contrasts with comparatively strong growth
of structural primary expenditure (overall ex-

Deutsche Bundesbank
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penditure adjusted for cyclical impacts, one-off
effects and borrowing costs). Refugee migra-
tion will also be reflected in the current year. In
addition, throughout the projection period
pension payments will rise quite sharply, and
healthcare and long-term care benefits are set

17 The frequency auction conducted in the summer of
2015 will provide slight temporary fiscal relief which will be
recognised in the national accounts as lowering expend-
iture on an accrual basis as the frequency bands become
available, and thus mainly in 2017.

18 The announcement that the UK will exit the EU is a fun-
damental source of risk. However, under the current pro-
jection, its impact on public finances will be minor. It de-
pends in particular measure on how the UK’s post-Brexit
payment relations to the EU are resolved. In addition, court
proceedings in connection with the nuclear fuel tax are
pending; their outcome, along with the court ruling just
issued on the phasing-out of nuclear energy, could repre-
sent a manageable but still perceptible burden on the
budget. It must also be noted that additional measures
with an impact on public finances could be taken in con-
nection with next year's German general elections.

19 This refers to the positive revenue effects of bracket
creep in income taxation (including through real wage
growth) less the negative impact of specific excise duties
being largely independent of prices.

20 See p 22f for additional information on the measures
included.
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Debt ratio
remains on
downward path

Baseline and uncertainty margins
of the projection”

Annual data, year-on-year percentage change
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Sources: Federal Statistical Office and Bundesbank calculations.
2016 to 2019 Bundesbank projections. * Uncertainty margins
calculated on the basis of the empirical forecast errors. For
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around the most probable value equals double the mean abso-
lute forecast error. For 2019, the figure for 2018 is multiplied
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horizon.

Deutsche Bundesbank

to rise quickly as well. Moreover, given the
rather good overall fiscal situation, central,
state and local governments are expected to
increase their expenditure, primarily on child-
care and infrastructure.

Under these conditions, the debt ratio would
fall relatively quickly, possibly returning to the
60% mark by 2019 (end-2015: 71.2%). It was
last below this mark in 2002. Growth of nom-
inal GDP in the numerator, given moderate
budget surpluses, is the main reason for the
decline. In addition, the liabilities of the
government-owned bad banks will probably be
reduced further through asset realisations,
though this is fraught with major uncertainty.

B Risk assessment

All'in all, the risks to economic growth appear
to be broadly balanced. Looking towards
the external setting, however, the risks are

tilted to the downside. The recovery of some
commodity-exporting emerging markets could
turn out to be considerably weaker than
assumed here. Moreover, there is a certain
danger that Chinese growth could decelerate
more quickly in the event of disruptions to the
financial system or a downward revision in the
real estate market. Simmering geopolitical ten-
sions could also be reignited, dampening the
global economy. On the other hand, German
exports were projected conservatively in com-
parison to the assumed growth in sales mar-
kets during the projection horizon — with the
exception of short-term trends. The assumed
revival of global economic output could there-
fore also lead to a stronger rise in exports and,
concomitantly, increased corporate investment.
Given the already prudent assessment of
medium-term economic growth in the United
Kingdom, the additional risks to the German
economy deriving from the announcement
that the United Kingdom intends to leave the
EU appear to be relatively balanced. To round
out the list, the potential shift in US economic
policy represents an additional external risk.

Looking towards economic policy, though, the
risks are on the upside. Fiscal expansion, such
as through a cut in income taxes, would impact
positively on aggregate growth. Moreover, the
monetary policy measures that have already
been adopted could trigger stronger demand
stimulus in the rest of the euro area and in Ger-
many than assumed here.?'

From the period when the assumptions under-
lying the projection were made until the pro-
jection report went to press, crude oil prices
(Brent) rose across the entire spectrum of for-
ward quotations, by an average of around
USS$6 per barrel. Should this price increase end
up becoming entrenched, model calculations
show that this could curb economic growth
slightly, primarily next year; in particular, infla-

21 The impacts of these measures were factored into the
projection particularly in terms of their impact on technical
assumptions (especially interest rates and exchange rates).
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and ...
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Price risks in
connection with
assumed crude
oil price move-
ments more on
the upside



Further price
projection risks
leaning slightly
on the downside

tion could end up just under %2% higher. If the
euro were, for instance, to depreciate owing to
a growing disparity between the euro area and
other currency areas in the monetary policy
stance, this could fuel economic growth as well
as price pressures.

Other risks to price developments are slightly
on the downside. Enterprises will be less able
to pass on the rising labour costs to consumers
than assumed here, particularly if, for instance,
competition between domestic producers
intensifies as a result of the structural reforms
carried out in some euro-area countries. More-
over, in January 2018 a new model for calculat-
ing the rents sub-index of the HICP, which, at
just over 10%, makes up a considerable per-
centage of the basket of goods, will be intro-
duced in the official statistics. One potential
consequence of this new methodology could
be to reduce the increases reported for this
sub-index.22 On the whole, the risks to the
price outlook for 2017 appear to be on the up-
side and roughly balanced for the subsequent
years.

22 See also B Goldhammer, Die neue Mietenstichprobe
in der Verbraucherpreisstatistik, Wirtschaft und Statistik
(5/2016), pp 86-101.

Key figures of the macroeconomic
projection — non-calendar adjusted

Year-on-year percentage change

Item 2015
GDP (real) 1.7
GDP (real, calendar-adjusted) 1.5

Components of real GDP

Private consumption 2.0
Memo item Saving ratio 9.7
Government consumption 2.7
Gross fixed capital formation 1.7

Business investment1 1.5

Private investment in

housing construction 1.5
Exports 5.2
Imports 5.5
Memo item Current account
balance2 83

Contributions to GDP growth3

Domestic final demand 2.0
Changes in inventories -0.5
Exports 2.4
Imports =22

Labour market
Total number of hours

worked4 0.9
Employed persons4 0.9
Unemployed persons> 2.8
Unemployment rate® 6.4

Wages and wage costs

Negotiated pay rates? 2.3
Gross wages and salaries per
employee 2.7

Compensation per employee 2.4
Real GDP per employed

person 0.8
Unit labour costs8 1.6
Memo item GDP deflator 2.0
Consumer prices9 0.1
Excluding energy 1.1
Energy component -7.0

2016

1.9
1.8

1.9
9.6
4.1
23
1.4

3.7
2.4
3.2

8.9

2.3

1.1

0.8
1.0
2.7
6.1

2.1

2.4
2.2

0.8
1.3
1.4

0.3
1.1
-57

2017

1.5
1.8

1.4
9.6
2.3
25
1.5

3.0
2.6
3.7

8.1

1.7
0.0
1.2

0.5
0.9
2.6
5.9

2.1

2.4
2.4

0.6
1.8
1.5

1.4
1.4
0.8
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2018

1.6
1.6

1.6
9.5
2.0
29
2.8

2.8
3.2
4.4

7.8

1.8
0.0
1.5

0.7
0.6
2.6
5.8

2.7

29
2.8

1.0
1.8
1.8

1.7
1.7
1.7

Sources: Federal Statistical Office; Federal Employment Agency;
2016 to 2018 Bundesbank projections. 1 Private non-residential
fixed capital formation. 2 As a percentage of nominal GDP. 3 In
arithmetical terms, in percentage points. Discrepancies in the
totals are due to rounding. 4 Domestic concept. 5 In millions of
persons (Federal Employment Agency definition). 6 As a per-
centage of the civilian labour force. 7 Monthly basis (pursuant
to the Bundesbank’s negotiated wage index). 8 Ratio of domes-
tic compensation per employee to real GDP per employed per-
son. 9 Harmonised Index of Consumer Prices (HICP).
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