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THE GERMAN LABOUR MARKET IN DECEMBER 

 Economic downturn reaches labour market 

 

 

 

In December, the number of registered unemployed increased by 18,000 
compared to the previous month. Thus, the economic slump has now reached the 
labour market. At the same time, a success story boasting remarkable results has 
come to an end. Since the beginning of 2005 the number of unemployed has 
fallen by nearly 1.9m, and last October the number of registered unemployed fell 
back below the three-million mark for the first time since autumn 1992. At 3.27m, 
the average annual number of unemployed was at the lowest level since 1992.  

Unemployment will continue to rise in the course of this year. This is already 
becoming clearly evident in the labour demand, which is decreasing more and 
more. Right now, it is very difficult to give a reliable estimate of how high the 
increase in unemployment will be. Besides the considerable uncertainty about the 
economic trend, the expected “Economic Stimulus Programme II“ will play a key 
role. Should the German government manage, in the face of the different 
positions held by the coalition parties, to put together a comprehensive package 
that provides positive economic momentum before the end of this year, the rise 
may well be limited in extent.  

In this context, it should also not be forgotten that the extension of and simplified 
procedure for claiming short-time working benefit will ease the pressure on the 
labour market anyway. Further relaxations of the short-time working benefit rules 
for corporations are under discussion as part of the “Economic Stimulus 
Programme II“. The demographic trend (i.e. the increased rate of retirement of 
older workers from the workforce) will provide some relief. As such, for now we 
continue to assume that the unemployment figure will “merely“ increase by 
250,000 to 300,000 in the course of this year. However, we will have to be 
prepared to see a much sharper increase if the measures introduced to bolster 
the economy fail to provide the effects hoped for. In particular, unemployment 
may well soar in the coming year because the relief provided by short-time 
working benefit will then run out.  
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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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