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GDP GROWTH IN GERMANY  

 

GDP shrinks in Q2 – forecast lowered slightly  

 

 

 

 

Following the very strong first-quarter results, it was foreseeable that the second 
quarter would see a reversal. Second-quarter GDP was down 0.5%, in line with 
our expectation and less dramatic than the latest rumours suggested. However, 
due to the weak growth momentum at the end of the second and beginning of the 
third quarter, we have revised our growth forecast for this year slightly 
downward. 

Rumours that GDP declined by up to 1% in the second quarter were not confirmed. 
Nevertheless, today’s GDP result of -0.5% was not exactly good news. Although the 
German Federal Statistical Office did not release any detailed results today – 
figures are scheduled for release on 26 August – it reported that both private 
consumption and investment spending declined on the quarter. Only net exports 
made a positive contribution to growth due to a significant drop in imports. 

Growth in the first quarter of this year was revised down from the originally reported 
1.5% to 1.3% compared to the fourth quarter of 2007. Of greater importance for the 
growth outlook, however, is the fact that the sentiment indicators and other monthly 
data suggest a further slowdown in growth toward the end of the second and beginning 
of the third quarter. Accordingly, we no longer look for GDP growth of 0.3% in the 
third quarter but instead expect GDP growth to stagnate. 

Against this backdrop, we have revised our growth forecast for Germany slightly 
downward from 2.2% to 1.9% for this year. There are risks in both directions: On the 
one hand, weakness particularly in investment demand could be significantly more 
pronounced than we expect; on the other, a continuation of the downward trend in oil 
prices could also provide a more significant boost to consumption, as the employment 
and income situation of households continues to be positive and real consumption has 
been dampened only by the high inflation. 

Although the risk of a recession has increased, we regard such a scenario as unlikely. 
Our view is supported by recent US dollar and oil price movements. Should this trend 
continue, two key negative factors for the German economy would carry less weight.  
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Disclaimer 

This publication has been prepared by the independent economics department within the research department of WestLB AG (“WestLB”). 
This report is for information purposes only. 

Publications in the United Kingdom are distributed by WestLB AG London Branch, and are available only to Eligible Counterparties and 
Professional Clients not Retail Clients, as defined by the rules of the Financial Services Authority. Individuals who do not have professional 
experience in matters relating to investments should not rely on it.  

The information contained herein has been obtained from public sources believed by WestLB to be reliable, but which may not have been 
independently justified. No guarantees, representations or warranties are made as to its accuracy, completeness or suitability for any purpose. 

This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument or any other action and will not form 
the basis or a part of any contract.  

Neither WestLB nor any of its affiliates, its respective directors, officers or employers accepts any liability whatsoever (in negligence or 
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith. Any 
opinion, estimate or projection expressed in this publication reflects the current judgement of the author(s) on the date of this report. They do 
not necessarily reflect the opinions of WestLB and are subject to change without notice. WestLB has no obligation to update, modify or amend 
this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set 
forth herein, changes or subsequently becomes inaccurate.  

The past performance of financial instruments is not indicative of future results. No assurance can be given that any financial instrument or 
issuer described herein would yield favourable investment results. 

WestLB, its affiliates, principals or employees may have a long or short position or may transact in the financial instrument(s) referred to 
herein or may trade in such financial instruments with other customers on a principal basis. WestLB may act as a market maker in the 
financial instruments or companies discussed herein and may also perform or seek to perform investment banking services for those 
companies. WestLB AG may act upon or use the information or conclusion contained in this report before it is distributed to other persons.  

This report is subject to the copyright of WestLB. No part of this publication may be copied or redistributed to persons or firms other than the 
authorised recipient without the prior written consent of WestLB.  

By accepting this report, a recipient hereof agrees to be bound by the foregoing limitations.  

WestLB AG Düsseldorf is a member of the London Stock Exchange. WestLB AG London Branch is a member of the International Capital 
Market Association. 
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