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GDP GROWTH IN GERMANY  

 

German economy in recession   

 This morning’s first release of data from Germany’s Federal Statistical Office has 
confirmed what has been evident for some time: the German economy is 
suffering a recession. In Q3, GDP fell by 0.5% q-o-q, and followed on from the 
marked decline in GDP in Q2. The slowdown was therefore significantly greater 
than anticipated. This shows that the economic downturn is graver than assumed 
so far. At the same time, the Federal Statistical Office raised its figures for the 
first two quarters by 0.1% each.  

 Details about the GDP components will not be released until 25 November, but 
information from the Federal Statistical Office suggests that the contraction in 
GDP is chiefly due to declining net exports. Investment has probably also been 
reined in. By contrast, positive stimuli stemmed from a slight increase in the 
final consumption expenditure of private households and government, and 
increasing inventories.  

 We consider that the decline in GDP for Q4 2008 will in all likelihood be at least 
similar in scale to that witnessed in Q3 2008. The sentiment indicators have 
slumped across the board and suggest that we should expect a further 
deterioration in the state of the economy. Of late, demand in the industrial sector 
has all but collapsed. As companies were unable to adjust their production levels 
sufficiently quickly, they have (unintentionally) stocked up their inventories. For 
this reason, they will probably appreciably lower their production levels in the 
current quarter. This is already taking place in some areas, specifically in the car 
industry. There is currently no indication as to when this weak phase will come 
to an end. We assume that it will continue until well into next year. This suggests 
that in 2009 annual GDP will contract for the first time since 2003. Following 
today’s figures, our current forecast of -0.3% seems to be just as untenable as 
the projection published yesterday by the German Council of Economic Experts 
(+0.2%). We will therefore revise our forecast downwards in the near future.  
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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 
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