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Political risks in Europe  
   

● To understand Europe, we have to think politics first. A major political accident 
could push Europe back into recession. However, if Europe masters the political 
challenges ahead, economic growth could surprise to the upside. 

● 2015 was rough, but a lot went right. Europe managed to contain Putin and tame 
Tsipras. No major political accident happened in the UK, France or Italy. 

● Despite a sustained rebound in employment, the political trend is not yet 
Europe’s friend again. Some of the historic ties that bind European nations 
together are weakening over time. Instead, the pains of globalisation, the need for 
post-Lehman fiscal repair and the challenge of immigration have strengthened 
right-wing populists. While populists are making inroads on both sides of the 
Atlantic, they could potentially do much more damage in Europe than in the US as 
the multi-nation institutions of Europe are more fragile than those of the US. 

● In this report, we look at the key political risks ahead in Europe. We assess the 
impact of the inflow of refugees and of potential terror risks; we discuss the role of 
Turkey and examine political risks in key European countries including Germany, 
France and Italy as well as Greece, Finland and Spain.  

● The risks are serious, but probably manageable. Our best guess is that, following 
talks with Turkey and a more robust approach to containing the wars in Syria and 
Iraq, the inflow of refugees will slow down over the course of 2016. Tighter 
German rules of admission will help. That could help to take the sting out of the 
migration debate. However, if the inflow of refugees continues unabated, the 
political situation could become quite rocky, even in countries with few refugees.  

● German chancellor Merkel faces the most serious challenge of her career. But 
even in the highly unlikely case that she loses office, Germany’s solidly pro-
European stance would not change. We worry more about France. Fortunately, Le 
Pen remains far away from power. Europe probably has some time to deal with its 
issues as no major Eurozone country is holding a national election in 2016. 

● The top risk this year is that of Brexit (30% risk). The refugee crisis adds to the 
risk. Brexit could devastate the UK and send tremors across Europe. If so, Paris and 
Berlin would probably react with a major initiative to strengthen the euro.  
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I. 2015: coping with some rough challenges 

To understand Europe, we have to think politics first before we consider the economics. A 
major political accident could push Europe back into recession. But if Europe masters the 
political challenges ahead, economic growth could surprise to the upside as businesses 
become more optimistic about the future and step up their investment spending.  

Crises get all the headlines, the things that work usually don’t. Europe had its fair share of 
crises last year. Judging by the noise, it must have been a year from hell. But lo and behold, 
not much went actually wrong. Before we consider the political trends and risks ahead, 
let’s take a brief look at how Europe fared in 2015: 

Containing Putin: The worst potential risk of 2015, an open Russian war against Ukraine, 
did not materialise. Instead, European policymakers and the US managed to freeze the 
bloody conflict. Whereas Russia’s shock aggression against Ukraine had interrupted the 
Eurozone upswing in the spring of 2014, the Russian factor had virtually no impact in 2015.  

Taming Tsipras: Europe did not blink. Instead, it stared down the Greek left-wing 
populists who had risen to power in Athens in January 2015 by promising voters three 
impossible things in one campaign. In July 2015, Greece’s new Prime Minister Alexis 
Tsipras had to cave in, signing a new agreement with his country’s international creditors. 
Whereas Greece’s attempt to renege on its prior commitment to its creditors backfired 
badly for the small Greek economy, it did no damage at all to the Eurozone economy. As a 
collateral benefit, the plight of Greece served to soften the political positions taken by left-
wing radicals elsewhere, notably in Spain (Podemos) and Italy (Five Stars).   

Keeping out Marine: No political accident happened in France, Germany, Italy and the UK 
in 2015. In the UK, Conservative Prime Minister David Cameron comfortably saw off the 
challenge by right-wing UKIP at the national election in May 2015. In France, the Front 
National did well in the first round of regional elections in December. But when it counted, 
in the second round of regional voting, the nasty right-wing party once again came in third 
place after the mainstream centre-right and centre-left. The tail risk that Marine Le Pen 
could win the presidential elections in France in April 2017 and thus seriously upset Europe 
remains exactly that – a tail risk.  

Supporting Angela: The sudden surge in the inflow of refugees into Europe after Turkey 
de facto ceased to police its sea border to Greece last summer is straining the cohesion of 
the European Union like no other crisis since the 1960s. But in the country that is taking in 
the lion’s share of refugees, Germany, with an inflow of about 1 million refugees in 2015, 
the political situation remained calm. The shift in support away from Chancellor Angela 
Merkel’s centre-right CDU/CSU from 41% in Q2 2015 to 37% in mid-January to the right-
wing populist AfD (up from 5% to 10%) is smaller than much of the global debate about the 
issue might suggest.  

Anglo-Saxon populism: From a continental European perspective, the scariest political 
development of 2015 was one that took place outside. Even after six years of sustained 
economic recovery from the Great Recession of 2008-09, with a return to virtual full 
employment, populist political sentiment stayed strong or became even more virulent in 
the US and the UK. Just think Donald Trump on the right-wing populist fringe in the US or 
Jeremy Corbyn on the left-wing populist fringe in the UK. While the right-wing populist 
party UKIP did badly in the UK election, its anti-immigrant and anti-EU rhetoric seemed to 
infect further parts of the centre-right Conservative Party.  

This pours some cold water on our major hope for European politics and the future 
cohesion of Europe, namely that the return to sustained growth in the Eurozone 
(annualised GDP gains of 1.5% since in Q3 2013) and the decline in unemployment (down to 
10.5% in November 2015 from a peak of 12.1% in mid-2013) would eventually dampen the 
allure of economically illiterate populist movements before they could do major political 
damage to Europe.  

We still believe that sustained growth in employment and average living standards will 
eventually strengthen the forces of p0litical and economic reason in Europe. But the US 
and UK experience suggests that it may take a while. 

To understand Europe, think 
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II. European basics 

History never stands still. European integration since 1951 had been a response to the wars 
that had ravaged the continent until 1945 and to the protectionism that had wrecked many 
economies in the inter-war years; the euro had been conceived as a response to the 
frequent currency crises that had beset western Europe after the breakdown of the Bretton 
Woods system in the early 1970s. Whereas the communist threat had served as a constant 
and potent reminder to western European countries why they needed to work together 
closely, the fall of communism in 1989 took away this external discipline. Instead, the 
welcome admission of many post-communist countries into the European Union (EU) 
from 2004 onwards turned the EU into a much bigger and much more diverse club. The 
political discussions in the various member countries are now shaped by very different 
historic experiences and narratives. 

In response, the EU is no longer the largely uniform club of initially six and later on 15 
countries with the same rules and obligations for every member. Instead, the EU has 
evolved more into a club of clubs in which many of its now 28 members share a currency 
(the euro), but others do not, and in which most countries, but not all, have ceased to 
control passports and freight documents at internal borders in normal times (Schengen).  

To understand the political outlook, we need to consider some special features of the 
multi-national European Union (EU) as well as some longer-run trends that are shaping 
the political landscape in Europe.  

● As historic memories of the reasons for European integration fade, some of the ties 
that bind the nations of Europe together are weakening. The EU and the euro are 
political projects based on the political will of their members to stay together. However, 
what was obvious to most Europeans either side of the Iron Curtain in the 1980s, 
namely that the EU stands for peace and prosperity despite a myriad of petty disputes 
within the family, is no longer seen as equally obvious today. As a result, Europe needs 
to adjust. In our view, it ought to turn ever more into a genuine club of clubs with a 
limited number of firm rules for all and the freedom to form sub-groups on other 
aspects of policy as long as these sub-groups remain open to all EU members.  

● Demography is not destiny. Instead, it is the labour market that counts. Countries 
with sufficiently flexible labour markets (Germany, the UK) can grow and fill any 
demographic gap by attracting immigrants, regardless of whether their birth rate is 
high (UK) or low (Germany). Countries with an ossified labour market remain stuck in 
relative decline even if their birth rate is high (France). The widespread projections that 
Europe is headed for secular decline often miss the point: recent birth rates and short-
term economic performance in the age of post-Lehman fiscal repair do not predict the 
future. Instead, the key for Europe is whether it can create the jobs which either the 
local-born population or qualified immigrants may fill. With sufficiently flexible labour 
markets, Europe can still prosper and maintain its potential as a major global player 
even in the age of globalisation.  

● Contagion control is key. Contrary to widespread perceptions and despite all the global 
hype about Greece, the existence of the euro was never at serious risk during the euro 
crisis. All major euro members were always fully committed to the common currency. 
When the ECB put an end to contagion risks in the summer of 2012, the systemic crisis 
was over. Since mid-2012, the travails of Greece have had as much impact on the overall 
Eurozone economy as the debt problems of Puerto Rico have on the US. When we analyse 
political problems in Europe, we thus have to ask whether they affect countries that are 
so important that they are virtually indispensable to the future of European integration 
(Germany, France and, to a lesser extent, Italy and the UK) and/or whether they raise 
systemic issues that could spread far beyond the countries directly concerned.  

● Gradually losing its post-war inhibitions, Germany is assuming the responsibilities 
that come with being the financial anchor of the Eurozone and the strongest single 
economy in Europe. As Germany starts to exert leadership less hesitantly, it gets 
criticised for doing so. That is par for the course. When Germany seemed too passive, as 
it was in the first stage of the Greek crisis in early 2010, its financially weaker 
neighbours urged it to act. When it assumed a leading role during the euro crisis 2011-

Remember what European 
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12 and the refugee crisis in the summer of 2015, it got criticised for pursuing policies 
that are shaped by its own perceptions of economic and politic rationale. On a much 
grander scale, the US knows the feeling. It comes with the leadership role. 

● German influence. Germany’s ability to influence events in Europe is no longer as 
strong as it was at the height of the euro crisis in 2011-12 when markets had de facto 
anointed Germany, and a European Central Bank backed by Berlin, as the arbiters of 
Eurozone affairs. In tackling the refugee crisis, Germany now needs some co-operation, 
even of Greece. After the easing of financial tensions in Europe, the relationship 
between Germany and other European countries has become less lop-sided. But with a 
strong labour market and a healthy fiscal surplus of some 0.5% of GDP in 2014 and 
2015, Germany can still play a vital role in Europe: within limits, it can offer 
employment opportunities for migrants and thus ease the burden on other countries in 
Europe. And it can, again within limits, grease the wheels of Brussels by being generous 
to its neighbours.  

● The collapse in oil prices is weakening potential makers of serious mischief in 
Europe’s neighbourhood, notably in Russia and the Middle East. We expect oil prices 
to remain fairly low despite a possible rebound to, say, $50 per barrel in coming years. 
Low oil prices bring their own risks, including that of serious instability in Russia or 
Saudi Arabia. But in the long run, it should be a positive that Russia has to face reality: it 
cannot thrive as a mere exporter of raw materials. It can only remain a serious power if 
it draws closer to the West again and thus regains access to western capital and know 
how. In the Middle East, the fact that almost every country in the region except Israel, 
Turkey and – potentially Egypt – will have less money to spend on weapons and on 
sponsoring political and religious movements abroad can hardly be negative. As a 
result, western influence, if exercised well, can make a bigger difference.    

Chart 2: Tough luck for Russia – exports and imports down sharply 

 
In US dollar, year-on-year changes in %. Source: Bloomberg 
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III. The refugee crisis 

The refugee crisis presents the most serious challenge to European integration since 1967. 
Because multi-national institutions are more fragile than those of a nation state, the 
populist backlash against immigrants can do more harm in Europe than in the US. 

Most refugees are heading for Germany – no country is in a better position to deal with an 
inflow of refugees than Germany with its strong labour market, its fiscal surplus and its 
post-war aversion against right-wing populism. But whatever Germany chooses to do 
about the inflow of refugees could cause serious frictions in Europe. 

Our best guess: Germany will manage to slow down the inflow of refugees during 2016. 
Over time, that could help to defuse the situation for Europe as a whole. 

Immigrants often compete with locals for low-end jobs and low-end real estate. As a result, 
some populist backlash against immigration is normal, in the US as well as in Europe – 
within the EU (UK, Austria) as well as outside it (Switzerland). It has little to do with either 
the EU or the euro. Like US Tea Party activists railing against the “beltway insiders” of 
Washington, DC, right-wing populists in Europe usually rail against “Brussels”. The anti-
EU tinge of right-wing populism is exacerbated by the fact that migrants heading for one 
EU country usually pass through other EU states first, part and parcel of the very openness 
of the EU that underpins its common market.  

The same kind of populist backlash against immigration is potentially more dangerous in 
Europe than in a nation state such as the US. For example, Iowa would not ditch the US 
dollar or leave the US even if Donald Trump were to win the state in the presidential 
primaries with diatribes against immigrants. And even in the unlikely case that “The 
Donald” would make it to the White House, the checks and balances of the US political 
system with a mostly self-paralysing US Congress and a watchful Supreme Court would 
likely see to it that he could do only limited damage in office. But in Europe, an outright 
populist victory in just one major national election or referendum could spell a serious 
crisis for – or possibly even a break-up of – the EU or the euro. 

One million refugees entered the EU in 2015 according to the United Nations High 
Commission for Refugees (UNHCR). Of those, more than 800k crossed from Turkey into 
Greece following what seemed to be a Turkish decision in mid-2015 to no longer police its 
sea border with Greece adequately. A decision of the new Greek government to close some 
refugee camps and simply send refugees on their way to northern Europe added to that. In 
September, an equally unilateral German decision to admit all those refugees into Germany 
who had already made it into Hungary with no further questions asked probably swelled 
the numbers of people trying to make it from Syria, Iraq, Afghanistan and elsewhere to 
northern Europe. Unfortunately, this humanitarian decision was widely perceived as an 
open invitation to people from afar to come to Germany rather than a generous but limited 
response to one particular humanitarian problem unfolding in Hungary. That Merkel gave 
rise to this perception and did not correct it immediately afterwards when the impact 
became apparent in a rising stream of refugees into Europe, even from places such as 
Afghanistan and Pakistan, was probably her key policy mistake in the crisis. 

Relative to the EU’s overall population of 510 million, the inflow of one million people into 
the EU in 2015 presents no major economic challenge for Europe as a whole. The vast 
majority of refugees are heading for a small number of countries. In Sweden, with 160.000 
refugees in 2015, the inflow added 1.6% to the resident population. For Germany (about one 
million refugees)

1
, the inflow added 1.2% to its resident population in 2015.  

The political dimension of the refugee crisis far exceeds the possible economic impact. 
Large-scale immigration raises serious issues of national culture and identity. It invokes 
emotions that cannot be placated in the time-honoured ways of splitting the difference or 
through financial transfers from the strong to the weak. The refugee crisis presents the 

                                                                    
1
 The German numbers differ slightly from those of the UNHCR as the German data include asylum 
seekers from countries within Europe. 
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Chart 3Chart 3Chart 3Chart 3::::    Inflow of asylum seekers into GermanyInflow of asylum seekers into GermanyInflow of asylum seekers into GermanyInflow of asylum seekers into Germany    

 
Asylum applications per year; for 2015 registered refugees. The 2015 number may overstate the total as it probably 

includes refugees who then moved on to Sweden. Source: BAMF 

most serious challenge to the cohesion of Europe since French President Charles De Gaulle 
had walked out of the European Economic Community for seven months from July 1966 to 
January 1967 (“empty chair policy”). It has already had a serious impact on European 
institutions and the European debate. 

● The Schengen agreement on trade and travel without border controls is now honoured 
partly be invoking its escape clauses rather than its main provisions.  

● The Dublin agreement on how to treat and distribute refugees within the EU has been 
de facto suspended.  

● Pictures of migrants queuing at borders within Europe or camping close to the entry of 
the Eurotunnel in Calais have created a sense of crisis, adding to a perception especially 
in the UK that “Europe” can’t cope. 

● The scandalous sexual assaults on women, reportedly perpetrated by groups of young 
men from North African or Arab backgrounds, in Cologne and some other German 
cities on New Year’s Eve have changed the tone of the debate about the balance of 
opportunities and risks from large-scale immigration from regions with pre-modern 
norms of behaviour. 

Even in countries such as the UK or France, which have received very few refugees from 
Syria or Iraq recently, the debate about such migrants has turned into a major political 
issue. In a way, it is largely a phantom debate as these migrants are elsewhere. But it is a 
debate nonetheless. It exacerbates the very separate discussion about the free movement of 
labour within the EU.  

Because migration is such an emotive issue, it shows the limits of European integration 
more starkly than almost any other issue. Attempts promoted by Germany and the 
European Commission to redistribute refugees within the EU look doomed. For example, 
by early January 2016, only 272 refugees had been resettled from Greece and Italy into 
other countries after a September 2015 accord to resettle 160,000 of them.  

If Germany wants to assist transit countries such as Italy and Greece, it can offer them help 
to police their borders or reimburse these countries for the cost of keeping the asylum 
seekers and processing their claims locally. But it will not be able to persuade, say, Poland, 
France or the UK to take a significant share of the refugees. 
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Germany will have to deal with the migrants who want to go to Germany and who are 
allowed into Germany largely on its own. For Europe, the strong German angle is both a 
risk and a blessing. The risk stems from the fact that, with its September 2015 message of 
compassion towards refugees, Germany has largely isolated itself in Europe. Even the most 
cursory student of European history should know that this is a most uncomfortable 
position for Europe and Germany, a position which Germany has striven hard to avoid ever 
since 1945.  

The blessing is equally obvious: courtesy of its strong labour market with a 700k year-on-
year rise in core employment in October 2015, its fiscal surplus of around 0.5% of GDP in 
2014 and 2015 and its post-war aversion to right-wing populists, Germany is better placed 
than almost any other country in the developed world to cope with the inflow of migrants.  

But it will be tricky, to put it mildly. Even German’s admirably stable political system would 
be severely strained by an ongoing inflow of one million immigrants per year from 
countries with a very different cultural background. Reducing the inflow significantly 
would require either a much better policing of the EU’s external border so that fewer 
refugees make it into Europe or a much more restrictive German practice of admitting 
refugees who have made it to the German border. 

Either policy is difficult, though. To better police the EU’s external border, Germany (and 
the EU) would need Turkey and Greece to cooperate (see the section below on the Turkey 
connection). If Germany unilaterally closed its border to many migrants, as Sweden did at 
the start of 2016, migrants already in transit through Greece, the Balkans and Austria on 
their way towards Germany would be stuck en route. While that could ultimately deter 
some would-be migrants from trying to enter Europe in the first place, it could cause 
massive tensions in the region, with Germany getting much of the political blame for it. 
This would strain the cohesion of Europe. Pictures of violence or of desperate refugees 
once again suffocating in droves as they try to sneak towards Germany in a tightly sealed 
truck, as happened just before Germany opened last summer, could exacerbate such 
tensions.    

The fact that most refugees are heading for Germany gives Berlin a strong incentive to 
tighten its own rules for admitting refugees and for working out a deal with Turkey and 
other countries on how to slow down the inflow.  

Our best guess is that, following further discussions with Turkey and a more robust 
approach to stabilising Libya and containing the wars in Syria and Iraq, the inflow of 
refugees will slow down over the course of 2016. If so, the issue will make fewer headlines 
and thus be a less politically toxic issue, especially in those countries such as France, the UK 
and Poland where few refugees from Syria have actually settled in 2015. But if the inflow of 
refugees does not slow down, the political situation could become quite rocky. 

Fortunately, Europe probably has some time to defuse the issues. None of the major 
countries in the Eurozone (Germany, France, Italy) is holding a national election in 2016. 
Until national elections due in spring 2017 (France), September 2017 (Germany) and May 
2018 (Italy), Europe can work to slow down the inflow of refugees and start to integrate 
those who are allowed to stay. If so, that could help to take the sting out of the migration 
debate.  
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IV. The Turkey connection 

Turkey matters. But Europe has to tread carefully as Turkey itself is in a precarious 
situation. We see a good chance that Europe (Germany) and Turkey can work out a deal 
that will lead to a slower flow of refugees from Turkey into Greece. 

One year ago, almost all eyes were on Russia and its war against Ukraine. Now, Europe’s 
attention needs to focus more on Turkey. Almost as in the case of Russia, Europe may not 
like the government it has to deal with. But it has to deal with it nonetheless. Last year, 
Turkey allowed 800,000 refugees to cross into Greece, mostly in the second half of the 
year. At the same time, the stream of boat people from northern Africa into Spain or Italy, 
which had made headlines earlier on, played a much smaller role. This shows that, if 
transit countries police their sea borders, as Morocco and Mauritania have done in the past 
two years with some crucial support from Spain, the inflow of refugees can be reduced 
significantly. 

If Turkey does not act to slow down the flow of refugees into Greece who will then try to 
make their way to Germany, the political situation in Germany could get tenser. Continuing 
headlines about an unabated inflow of refugees could stoke tensions across Europe, adding 
for instance to the risk of a British exit from the EU (“Brexit”).  

Turkey itself is in a precarious position riven by significant domestic tensions. As a mostly 
Sunni country, it could become a more frequent target for IS terrorists from next door, 
especially as Turkey seems to have hardened its initially rather permissive stance towards 
support for IS. The conflict with the strong Kurdish minority in Turkey’s south east has 
flared up badly again. Protests of the urban middle class against the authoritarian 
tendencies of President Recep Erdogan may easily erupt again as well. With a current 
account deficit of 5% of GDP, Turkey’s economy is vulnerable to sudden capital outflows. 
Serious trouble within Turkey, a country with some 80 million inhabitants, would be a 
nightmare scenario for Europe. Dealing with Turkey in a way that enhances the country’s 
stability needs to be one of the foreign policy priorities of the EU and its major member 
states.  

As the key transit country for refugees or asylum seekers from Syria, Iraq, Afghanistan and 
even Pakistan into Europe, Turkey has some leverage over Germany and Europe. Having to 
depend partly on the goodwill of Recep Erdogan is not exactly a comfortable position for 
Europe to be in, to put it mildly.  

However, the leverage cuts both ways.  

• To state the most obvious, Turkey’s shaky economy depends on free access to the 
European market.  

• In military terms, it probably needs NATO very much, sitting in a rather unstable 
corner of the world and having alienated Russia badly. Fundamentalist Sunni 
terrorism of the IS kind is, ultimately, much more a threat to largely Sunni Turkey than 
to any other country in Europe.  

• Visa-free access to the EU would be very popular in Turkey. By dangling that carrot in 
front of Turkey’s leader in case Turkey controls its borders again, Europe has a potent 
instrument to entice Turkey to cooperate.  

That leaves a good chance that Europe (or de facto Germany) and Turkey can ultimately 
work out an awkward deal. Even if Turkey honours it partly in the breach, as it may, it may 
help to stabilise the region and reduce the flow of migrants across the Aegean Sea into 
Greece.  
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V. Notes on the risk of terror attacks 

A tail risk we unfortunately need to consider: could a sustained series of terror attacks 
change the political calculus in Europe? Perhaps. But it might cut both ways: while it might 
be fodder for right-wing extremists, it may also help the mainstream to close ranks in the 
face of an external challenge.  

With the brutal attacks on Paris on 13 November 2015, Islamist terror raised its ugly head 
again in Europe in a way it had not done in 10 years. The experience with the terror attacks 
in Madrid (11 March 2004) and London (7 July 2005) shows that these utterly evil did not 
change the economic cycle or longer-term political trends in any major way. People often 
cope with one-off shocks with remarkable stoicism.

2
  

However, this observation begs one question: what would be the impact of a sustained 
series of such brutal terror attacks? We simply don’t know. We very much hope that, as in 
the US after 9/11, Europe will be able to prevent such a series. But we have to consider it as 
a tail risk. On the one hand, a series of major terror attacks may potentially strengthen 
right-wing populists claiming that lax immigration policies made their countries 
vulnerable to such attacks and cause a backlash against the pro-European mainstream. On 
the other hand, a serious external threat could also cause mainstream parties to close 
ranks. To some extent, such a terrorist threat could also remind policy makers and voters 
of the common values of individual nations and of the ties that bind the democracies of 
Europe together.  

The actual reaction to a hypothetical series of terror attacks may differ from country to 
country and depend on the quality of the political leaders concerned. As a not fully fitting 
example, West German chancellor Helmut Schmidt did not lose public esteem when a 
brutal left-wing terror campaign rocked the country in the second half of the 1970s. 
Instead, the way he handled the challenge probably increased his public support at a time 
when the economy was doing quite badly. Our best guess is that Germany would be among 
the countries in which the political mainstream would probably close ranks rather than 
fracture if faced with a serious external challenge such as sustained Islamist terror. 

                                                                    
2
 While the Spanish government lost an election shortly after the terror attack, it was on the defensive 
already beforehand. And it was less the terror attack itself than a self-serving initial attempt to blame 
the carnage on Basque separatists rather than Islamists that cost the incumbent Spanish government 
some public support right after the attack. 
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VI. Political risks in key Eurozone countries 

Germany: a pillar of pro-European stability 

For Angela Merkel, the inflow of refugees poses the most serious challenge of her 10-year 
tenure as German chancellor. Large-scale immigration is highly contentious, within her 
own centre-right CDU/CSU even more so than within the population at large. Her initial 
decision to be more welcoming to refugees than most other European leaders has caused 
serious strains within her CDU party, between the CDU and its Bavarian counterpart CSU 
as well as between the centre-right and the centre-left SPD who jointly govern Germany in 
a “grand coalition”.  

So far, the overall political damage remains limited. Support for the CDU/CSU has slipped 
from 41% in opinion polls in the spring of 2015 to 37% in mid-January 2016, while the right-
wing populist AfD has risen from 5% to 10%. Relative to the scale of the challenge – and to 
the headlines in national and global media – this is a rather modest shift. Of course, the 
situation could change if the flow of refugees continues unabated. This remains a big risk 
to watch. 

Populists tend to garner cheap protest votes at elections that do not count for much. At the 
state elections on 13 March 2016 in big Baden-Wuerttemberg, medium-sized Rhineland-
Palatinate and small Saxony-Anhalt, right-wing populists could make waves, especially in 
East German Saxony-Anhalt where the populists may get 15% or so in a protest vote. They 
may also score 10% or more at the state election in small East German Mecklenburg-West 
Pomerania and clear the 5% threshold to make it into parliament in the city state of Berlin 
on 18 September 2016.  

Chart 4: German opinion polls 

 
Voting intentions in % for centre-right CDU/CSU (Merkel), centre-left Social Democratic Party (Gabriel), centre-left The 

Greens, ultra-right Alternative for Germany, liberal Free Democratic Party and ultra-left The Left, average of last seven 

surveys. Source: various German opinion polls 

Does that put Merkel’s job at risk? Probably not, or at least not for quite a while. She is a 
wily political operator with no obvious rival from her own party or the opposition. Even 
those within her own party who disagree with her probably believe that toppling Merkel 
could hurt the centre-right in future elections even more so than the current migrant crisis. 
And the next national election (September 2017) is still almost two years away. In addition, 
Merkel is capable of adjusting her stance in response to shifts in the public mood, as she 
has done on some key issues in the past including her U-turn away from nuclear energy 
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after Fukushima. She has already hardened her position on refugees and will probably do 
so further step by step after the New Year’s Eve sexual assaults on women in Cologne and 
elsewhere. Merkel usually knows what it takes to stay sufficiently attuned to the 
mainstream of German public opinion. 

Of course, we cannot rule it out completely that the CDU/CSU might turn against Merkel. 
For the sake of argument, let’s consider the “what if”. The scare story that this would spell 
the beginning of the end for the EU or the euro seems far overdone. All major political 
parties in Germany are solidly in favour of the euro and the EU. Regardless of who is 
chancellor and which of the mainstream parties form a coalition in Berlin, the risk that 
Germany may want to leave the euro or even the EU is close to zero, in my view. Even if the 
right-wing populists of AfD were to score 1o% at the national election in September 2017 
(on top of the up to 9% for the pro-Putin communists of “Die Linke”), that would still leave 
Germany’s nasty fringes miles below the levels of support such populists currently find 
almost everywhere else in Europe. Yes, Merkel played a pivotal role in defusing the euro 
crisis. But any other conceivable German chancellor would pursue very similar policies in 
Europe.  

France: Le Pen is a risk – but she is not close to power 

We worry significantly more about the political stability of France than that of Germany. 
Like its neighbour across the Rhine, France is indispensable for European integration. 
Unlike Germany, it is in deep trouble. The French political elite have become quite 
unpopular. Having risen to power on promises to bring unemployment down, the socialist 
policies that President Francois Holland pursued in his first disastrous year in office have 
caused the opposite. And having disappointed the hopes of voters before when he was 
president from 2007 to 2012, centre-right leader Nicolas Sarkozy is not seen as an 
attractive alternative. As the only major country in Europe in which unemployment is not 
yet falling, France provides fertile ground for all sorts of populists.   

The scare scenario is easy to conjure: Marine Le Pen wins the next presidential elections in 
April/May 2017 and/or the anti-EU populists from the ultra-right and the ultra-left jointly 
gain more than 50% of the seats in the French national assembly in May/June 2017, 
denying the pro-European mainstream parties the ability to govern. If anti-European 
radicals take power, France might theoretically leave the euro and the EU. That would de 
facto break a club that, at its core, is a French-German alliance.  

While we cannot ignore this slim tail risk completely, it does not look likely to materialise. 
For example, the Front National did well in the first round of regional elections in 
December. But when it counted, in the second round of regional voting, Le Pen’s nasty 
right-wing party once again came in third place after the mainstream centre-right and 
centre-left parties. At 27% in polls, the Front National is far away from a majority. 

In addition, few refugees seem to be heading for France where their chances of finding a 
job look particularly slim. Unless the country is rocked by a series of terror attacks linked to 
recent immigrants, the refugee issue will probably not dominate coming election 
campaigns.  

In political terms, France could even spring a positive surprise this year. On 20 and 27 
November 2016, the French centre-right will hold primaries to choose their candidate for 
the presidency in 2017. While party leader Sarkozy is in a strong starting position within 
the Republican party, his rival Alain Juppe is significantly more popular with the 
population at large. If the Republicans were to choose Juppe rather than Sarkozy, the 
centre-right would be well placed to win the 2017 French elections handsomely and deflate 
the populist threat.  

Italy: Renzi reforms are working 

Migration is a big issue in Italy. The vacuum that the demise of erstwhile centre-right 
leader Berlusconi has left has made it easy for the populist right of the erstwhile Lega Nord 
to gain ground at the expense of the centre-right (see chart 5). Unlike Germany, France and 
Spain, Italy now lacks a strong centre-right. If the current centre-left government were to 
fall, we would have to watch the Italian political risks closely. But for the time being, we are 
not worrying much. Most of the migrants arriving on Italy’s southern shores apparently 
want to move on to countries north of the Alps. Migration could thus be less of an issue in 
Italy a year or two from now.  
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More importantly, Prime Minister Matteo Renzi is doing a good job. His labour market 
reform of early 2015 is a success. With economic sentiment at a five-year high, 
unemployment has started to fall (-200k during the last quarter). The return to growth and 
the political capital that Renzi has earned across Europe with his labour market reform will 
allow him to cut taxes in 2016. Brussels and Berlin may object to his plans for a 2.4% rather 
than an initially envisaged 1.8% fiscal deficit for 2016. But we do expect that, after a little 
noise, Renzi will be able to go ahead nonetheless. Brussels has neither much leverage over 
Italy nor any interest in a noisy conflict with a prime minister who, unlike his French 
counterpart, is at least delivering serious reforms rather than just a fiscal overshoot. The 
fiscal stimulus should help Renzi to stay sufficiently popular to prevent any serious 
political upset.  

At 15% in opinion polls, the far right is not very strong in Italy at the moment. On the 
radical left, the “Five Star” movement has rebounded in opinion polls to 26%, only 
modestly behind the 32% for Renzi’s centre-left. Renzi is not immune to the tear and wear 
of office. But more importantly, the “Five Star” movement has evolved from a rowdy 
“against everything” movement led singlehandedly by former comedian Beppe Grillo into a 
less radical and less obstructionist group in which many members want to actually shape 
policies.  

However, the Grillini remain committed to holding a referendum on euro membership. 
Adding up the radical left, the ultra right and some profoundly disoriented parts of 
Berlusconi’s former centre-right movement, political groups in favour of a euro 
referendum command more than 50% support in Italian opinion polls. Unlike Greece (2% of 
Eurozone GDP), Italy is big (17%). An Italian referendum on the euro could seriously rock 
the region – a hypothetical Italian exit from the common currency could be the worst crisis 
the EU has ever faced.  

Chart 5: Italian opinion polls: Renzi’s lead has narrowed 

 
Voting intentions in % for centre-left Democratic Party (Renzi), centre-right Forza Italia (Berlusconi), radical-left Five 

Star movement and ultra-right Lega Nord; average of last seven surveys. Source: various Italian opinion polls 

We need to watch this risk carefully. But for the time being, it remains a tail risk with a very 
low probability. First, the solidly pro-European Prime Minister Renzi looks fairly secure in 
power. Second, talk is cheap, action is not. As the shadow of Berlusconi fades further and 
further, a normal pro-European centre-right party is likely to fill much of the vacuum on 
that side of the political spectrum. Also, falling unemployment and the end of austerity 
should take away some of the thunder of the current protest movements of the ultra-left 
and ultra-right before the next Italian elections in 2018, preventing a rise of anti-Euro 
forces to power in Rome. 
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Spain: new elections in May? 

Jointly with Ireland, Spain is the poster child for the success of reforms in Europe. Helped 
by a rebound in the housing market and a pre-election fiscal stimulus, the Spanish 
economy expanded by roughly 3.2% last year. Unemployment has already fallen from a 
peak of 26% in early 2013 to 21% in late 2015 and looks set to decline rapidly further. But 
Spain also shows that an impressive economic turnaround need not translate into 
immediate political rewards for those who pursed the reforms. Partly because the new jobs 
are still mostly precarious and partly because of long-standing allegations of sleaze, Spain’s 
centre-right Prime Minister Mariano Rajoy lost his parliamentary majority in the elections 
of 20 December 2015. 

With 123 seats for Rajoy’s centre-right Popular Party (PP), 90 for the centre-left Socialist, 69 
for ultra-left Podemos, 40 for the liberal protest party Ciudadanos and the remainder for a 
panoply of regional and left-wing splinter parties, it will be difficult to build an alliance that 
commands the required minimum of 176 seats in the 350-seat parliament (see chart 6).  

One potential alliance would be that of the mainstream national parties PP and Socialists, 
possibly joined by Ciudadanos. However, the Socialists have ruled out such an alliance. And 
both the Socialists and Ciudadanos would likely demand that such a government would 
have to be led by somebody else than Rajoy. If Rajoy were to take his cue from Catalan 
separatist leader Arturo Mas and step down in order to let a fresh face form a government, 
the chances of an alliance of mainstream parties would rise. For markets as well as for the 
economic future and the political stability, that would be the best possible outcome.  

Chart 6: Spain’s political stalemate 

 
Seats in parliament and share of votes at 20 December 2015 election for centre-right Popular Party, liberal Ciudadanos, 

centre-left Socialists, radical left Podemos; others: regional and ultra-left splinter parties. Source: Spanish election 

authority 

A more likely option is a Portuguese-style left-wing alliance of the Socialists and Podemos 
with most of the regional and separatist parties. Socialist leader Pedro Sanchez apparently 
prefers this option. However, most Socialists are very much opposed to a key demand by 
Podemos, namely to grant regions such as Catalonia the right to hold a referendum on 
independence. And even if Podemos were to drop that demand, it is difficult to see how the 
Catalan and Basque separatists would want to join such an alliance without the promise of 
a referendum on independence. 

After the new parliament convened on 13 January, the king started consultations about 
whom he could ask to form a new government. He may have to go for acting Prime 
Minister Rajoy first. If Rajoy, as he probably will do, and if no other political leader can 
cobble together a government with majority support in parliament, new elections may 
follow in May or June.  
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reverse some key elements of Spain’s successful labour market reforms and increase 
government spending. That would be bad for Spain’s long-term economic future. But it 
would probably not be bad enough to trigger a new Spanish bond market crisis. Most 
importantly, Spain’s Socialists are solidly pro-European. With their reform reversals and 
their fiscal policies, they would likely risk some conflict with Brussels. But it remains highly 
unlikely that they would pursue policies that would in the end endanger Spain’s place in 
the euro. 

In a way, the risk would probably be self-correcting: if a possible Socialist-led government 
were to put Spain too much on the wrong track, a sell-off in bond markets and a risk that 
Spain might have to ask for another humiliating bailout as a result would almost certainly 
force the government to return to sensible policies. If potential reform reversals in Spain do 
not go that far, they would be a risk for Spain but not the wider Eurozone as a whole. And 
given Spain’s current cyclical momentum and low borrowing costs, some reform reversals 
accompanied by extra government spending would likely not harm the immediate cyclical 
outlook for Spain very much, with some unhealthy shift in demand dynamics away from 
private investment to public consumption.   

Finland: no “Fexit” 

Finland has turned into one of crisis countries of Europe. In our annual assessment of the 
fundamental health of 21 EU member states, Finland dropped to position 17 in December 
2015.

3
 Unlike most other countries with serious long-term problems, Finland has barely 

started to adjust. In our annual review of adjustment progress within Europe, Finland was 
the second worst performer in 2015 of the 21 countries surveyed. No wonder that Finland 
has now been stuck in a deep recession for three years.  

The natural tendency to blame outsiders for domestic problems is clearly visible in Finland. 
Amid serious soul searching in a country that once lectured the southern periphery of the 
Eurozone about how to conduct economic policy, some Finns now blame the euro. Euro 
sceptics have garnered the required 50,000 signatures for a petition to parliament do 
discuss a euro exit this year. However, a Finnish exit (“Fexit”) remains unlikely. The pro-
European majority in parliament will most likely not schedule a referendum. And although 
support for the euro has fallen, a recent opinion poll published on 22 December 2015 by 
public broadcaster YLE showed that 54% of Finns still back the euro while only 31% want to 
leave. Being close to the contracting Russian economy is bad luck for Finnish exporters. But 
being close to Putin’s Russia is also a potent political reminder of the ties that bind Europe 
together. Fixit, that is a Finnish exit from the euro, remains unlikely. And even if it were to 
happen, it would probably be the kind of event that most other markets in Europe could 
shrug off easily thanks to ECB contagion control. As in the case of Greece, bad policy 
choices in Finland would pose a risk to the small country itself rather than to Europe as a 
whole.  

Greece: an alternative to Tsipras?    

Greece’s massive political accident of the first half of 2015 caused few ripples elsewhere in 
Europe (see chart 7). Following the U-turn of Prime Minister Alexis Tsipras back to 
somewhat sensible policies in July 2015, the economic and political situation has stabilised. 
But it remains fragile. The majority for Tsipras’s coalition of the radical left with the radical 
right in the Greek parliament has shrunk to just three votes (153 seats out of a total of 300). 
To repair some of the damage Tsipras had caused himself in the first six months of 2015 by 
pushing Greece back into recession and busting the banks as well as the budget, Tsipras 
will have to get further reforms and austerity measures through parliament that are rather 
unpopular with his own clientele. The Greek crisis could flare up at any time, for example 
with the next review of Greek progress in February or March.  

However, the majority of Greeks remains solidly in favour of the euro. They often dislike 
the troika, but they distrust their own policy makers at least as much. Most Greeks want the 
ECB rather than their own policy makers to safeguard the value of their money. In case of a 
new Greek crisis or new Greek elections, we would expect the result to be as before: after a 
lot of huffing and puffing, Athens will heed the will of most Greeks and do what it takes to 
stay in the euro. And if not, Grexit would be disaster for Greece but mostly a non-event for 

                                                                    
3
 See The 2015 Euro Plus Monitor: More Progress, New Risks; Berenberg and The Lisbon Council, 
Brussels, 14 December 2015. 
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the remainder of the Eurozone courtesy of the contagion control which the ECB has 
supplied successfully since the summer of 2012.  

 

Chart 7: The Varoufakis accident: plunge and partial rebound in Greek business confidence 

 
Weighted average of economic sentiment in manufacturing, services, construction and retail trade for Greece and the 

Eurozone excluding Greece. Source: European Commission, Berenberg calculations 

Fortunately, the risk of Grexit has further receded in early 2016 as the main opposition 
party National Democracy (ND) elected the energetic and very reform-minded Kyriakos 
Mitsotakis as its new leader. Unlike his predecessors, he seems to present a credible 
alternative to Tsipras for voters who have had enough of the ND’s old guard that had been 
running the major centre-right party and often the country as well for decades. If Tsipras 
were to fall, the political alternative could be a government that actually believes in reforms 
rather having to be forced by the country’s creditors to implement reforms against their 
own radical left convictions. First opinion polls after Mitsotakis won the primaries show 
that the ND would now be ahead of Syriza if new elections were to be held. 
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VII. Brexit: the top risk in Europe in 2016 

We see a 30% risk of Brexit. It could be devastating for the UK, possibly sparking a Scottish 
exit from the UK.  

The precedent of a major country voting to leave the EU could also send tremors across the 
Eurozone and its financial markets. In this case, we would expect Berlin and Paris to 
present a major initiative to strengthen the cohesion of the Eurozone. 

The UK is the only major country in Europe set to hold a national vote in 2016 that could 
potentially deal a serious blow to the cohesion of Europe. Having managed to prevent a 
major rebellion within his Conservative Party in 2013 and 2014 by promising to hold a 
referendum on staying in the EU before the end of 2017, Prime Minister Cameron 
reportedly wants to conclude negotiations with Europe at or shortly after the EU summit 
on 18-19 February and then schedule the vote for either June/July or September 2016.  

Based on 2015 poll averages, 55% of Britons would vote in favour of staying in the EU and 
45% would want to leave. However, data for the same period shows that nearly a fifth of 
voters are uncertain. If Cameron does not play his cards well, the planned Brexit 
referendum may turn into a de facto vote over immigration rather than the commercial 
advantages of belonging to the biggest single market in the world. Partly in reaction to the 
vivid pictures of migrants trying to desperately board trains and trucks in Calais to make it 
through the Channel Tunnel to the UK, almost as many Britons now want to leave the EU 
than want to stay according to opinion polls (see chart 8). 

We see a 30% Brexit risk. For us, Brexit is the key political tail risk to watch in Europe in 
2016. We do not, however, see this as a likely outcome. Typically, when it comes to issues 
with large economic implications, Britons tend to vote with their wallets. Opinion polls 
suggest that, on balance, Britons recognise the benefits of remaining in the EU.  

Furthermore, Cameron wants to negotiate a new deal for Britain with some modest 
changes to four key areas – economic governance, competitiveness, sovereignty and 
immigration. While the EU cannot and will not grant him all his wishes such as the 
proposed four-year block on benefits to EU migrants, we expect Cameron to secure a deal 
after the usual late-night crisis meeting in Brussels that will contain just enough for him to 
accept the deal and sell it to the British public.  

Chart 8: Brexit risk: a close call 

 
Net balance of those who want to stay in the EU versus those against, average of last seven surveys weighted with 

number of survey respondents. Source: various UK opinion polls 
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In our view, leaving the EU would likely be quite costly for the UK. Scottish nationalists, 
who are very pro-European, would see a Brexit as a material change in Scotland’s status in 
the United Kingdom and demand a new referendum on Scottish independence, which they 
may easily win. Promising the Brexit referendum has helped Cameron hold on to power at 
the 2015 election as it prevented the suicidal infighting over Europe that had marred many 
Conservative election campaigns before. But he may still pay a steep price for keeping 
discontent in his own party under wraps that way in 2015. If the Brexit referendum goes 
against him, he may lose his job as well as his country (Scottish independence) and 
endanger the future prosperity of the rump UK through a potentially messy divorce from 
its major market, the EU. Because he probably knows that, we expect him to campaign hard 
for the UK to stay in once he has concluded a new deal with the EU with some modest EU 
concessions. 

For the other EU countries, a Brexit would be a political much more than an economic 
event. Brexit might be seen by some as a potential precedent: European integration can go 
into reverse. Populist politicians in other EU countries would clamour for holding a 
referendum as well. Markets may discuss whether France or Italy might potentially face 
such a referendum at some time in the future. If so, yield spreads within the Eurozone may 
rise. Wider spreads and political uncertainty could also impair business confidence and 
economic performance.  

Our best guess is that, should the UK decide to leave the EU, Germany and France would 
start a major political initiative to strengthen the cohesion of the Eurozone in order to pre-
empt any serious market discussion about a potential risk to the stability of the single 
currency. 
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VIII. Other risks 

The list of political risks in Europe that could easily make headlines in 2016 is long. To 
name just some of the more pertinent conflicts:  

● Poland: the new populist right government is trying to bring the judiciary and the press 
under its control in a way that is unusually aggressive even by the rough-and-tumble 
standards of the new democracies in post-communist Europe. Even more so than the 
antics of Hungary’s Prime Minister Victor Orban, it raises concerns that Poland’s new 
leaders interpret the rule of law in way more akin to that of Russia’s Putin than in the 
standard European way. Tussles with Europe are likely, as are serious political 
problems within Poland. But in the end, a Poland sitting uncomfortably close to Russia 
needs Europe and NATO to such an extent that we consider it highly unlikely that the 
new Polish government will get any conflict with Europe out of hand. 

● Ukraine/Russia: although the recession seems to be easing, the political situation in 
Ukraine remains very fragile. Renewed Russian aggression against Ukraine or political 
unrest within Ukraine could propel Ukraine back into the headlines at any time. The 
new EU-Ukraine trade agreement will help to draw Ukraine closer to the mature 
democracies of western Europe. But it will take many years before this may stabilise the 
situation in Ukraine. Nonetheless, the very weakness of the Russian economy makes it 
unlikely that Putin will risk a major war or that drawing much closer to Russia will look 
like a viable alternative for the majority of people in Ukraine.  

As usual in life, the tail risks we do not identify in advance may the ones that could spring 
the worst surprises. But judging by the experience of 2015, tail risks usually do not 
materialise. Or if they do, Europe has a habit of ultimately getting to grips with issues in its 
own noisy and bumbling way. Europe can cope with some upsets. Just ask former Greek 
finance minister Yanis Varoufakis how the conflict with Europe, which he stoked so 
mightily in the first half of 2015, ended for Greece. We expect Europe to get through 2016 
without serious damage to its institutions. But as in 2015, the risks are serious.  

A long list of potential risks 

What about Warsaw? 

Let’s hope that Ukraine stays 
out of the headlines again 

Remember: the tail risks 
identified in advance often to 
not materialise  
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IX. Key political events in Europe 

2016 
 

1 January – 30 June: Netherlands begins presidency of the Council of the European Union 

24 January: Portuguese presidential election 

 
February: Greek bailout review 

18-19 February: EU summit about British demands for EU reforms ahead of the Brexit referendum 

 
5 March: Slovak parliamentary election 

6 March: Germany: Local elections in Hessen 

13 March: Germany: State elections in Baden-Wuerttemberg, Rhineland-Palatinate and in Saxony-Anhalt 

31 March: Cyprus leaves three-year ESM assistance programme 

 
Spring: Finland’s parliament set to debate potential referendum on euro exit 

 
3 April: Irish general election 

6 April: Dutch referendum on Ukraine-European Union association agreement 

28 April: Austrian presidential election 

 
26-27 May: Japan hosts the G7 summit 

May – June: Spain: possible date for early national elections 

June (or September): Expected date for the UK European Union membership referendum (Brexit) 

 
4 September: Germany: State election in Mecklenburg-West Pomerania 

11 September: Germany: Local election in Lower Saxony 

18 September: Germany: State election in Berlin 

 Russia: Legislative election 

 
8 October: Fall meetings of the World Bank and the IMF in Washington 

October: Czech senate election 

 
20/27 November: France: presidential primaries of centre-right Republican party 

 
2017 

 

April and May: France: Expected date for the presidential election, followed by parliamentary election 

15 April: Spring meetings of the World Bank and the IMF in Washington 

 
September: Germany: Expected date for federal election 

 
14 October: Norwegian parliamentary election 

 
2018 

 

May: Italy: Expected date for national election 
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Disclaimer    
 
This document was compiled by the above mentioned authors of the economics department of Joh. Berenberg, Gossler & 
Co. KG (hereinafter referred to as “the Bank”),. The Bank has made any effort to carefully research and process all 
information. The information has been obtained from sources which we believe to be reliable such as, for example, 
Thomson Reuters, Bloomberg and the relevant specialised press. However, we do not assume liability for the correctness 
and completeness of all information given. The provided information has not been checked by a third party, especially an 
independent auditing firm. We explicitly point to the stated date of preparation. The information given can become 
incorrect due to passage of time and/or as a result of legal, political, economic or other changes. We do not assume 
responsibility to indicate such changes and/or to publish an updated document. The forecasts contained in this 
document or other statements on rates of return, capital gains or other accession are the personal opinion of the author 
and we do not assume liability for the realisation of these. 
This document is only for information purposes. It does not constitute a financial analysis within the meaning of § 34b or 
§ 31 Subs. 2 of the German Securities Trading Act (Wertpapierhandelsgesetz), no investment advice or recommendation 
to buy financial instruments. It does not replace consulting regarding legal, tax or financial matters. 
 
Remarks regarding foreign investors 
The preparation of this document is subject to regulation by German law. The distribution of this document in other 
jurisdictions may be restricted by law, and persons, into whose possession this document comes, should inform 
themselves about, and observe, any such restrictions. 
 
United Kingdom 
This document is meant exclusively for institutional investors and market professionals, but not for private customers. It 
is not for distribution to or the use of private investors or private customers. 
 

United States of America 
This document has been prepared exclusively by Joh. Berenberg, Gossler & Co. KG. Although Berenberg Capital Markets 
LLC, an affiliate of the Bank and registered US broker-dealer, distributes this document to certain customers. This document 
does not constitute research of Berenberg Capital Markets LLC. In addition, this document is meant exclusively for 
institutional investors and market professionals, but not for private customers. It is not for distribution to or the use of 
private investors or private customers. 
This document is classified as objective for the purposes of FINRA rules. Please contact Berenberg Capital Markets LLC (+1 
617.292.8200), if you require additional information. 
 

Copyright 
The Bank reserves all the rights in this document. No part of the document or its content may be rewritten, copied, 
photocopied or duplicated in any form by any means or redistributed without the Bank’s prior written consent. 
 
© January 2016 Joh. Berenberg, Gossler & Co. KG  
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