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GERMAN ECONOMY 2020: A YEAR (NEVER) TO FORGET
Berenberg Macro View

The Covid-19 pandemic wreaked havoc on the German economy in 2020 and thus crushed our
early 2020 expectations of a return from near-stagnation to trend growth following the
Trump-led trade wars in 2019. According to a first estimate of Germany’s statistical office Desta-
tis, German real GDP contracted by 5.0% (or 5.3% calendar-adjusted) in 2020 - the first contrac-
tion after ten years of growth. This is a little less bad than consensus (unadjusted: -5.1%) and we
(calendar-adjusted: -5.5%) had expected. Slightly shy of the similar dire (calendar-adjusted) per-
formance of -5.6% in 2009 during the financial crisis, this is most likely the second-worst year
since WW2. The annual number disguises the extreme volatility in economic activity this year:
the 11.5% qoq collapse between Q4 2019 and Q2 2020 and the 8.5% qoq snapback in Q3. Relative to
other major Eurozone economies — France (Berenberg projection: -9%), Italy (-9.2%) and Spain (-
11.7%) — Germany’s performance is less dire thanks to softer restrictions, Germans spending their
holidays at home, a smaller services sector, strong demand from the US and China from May on-
wards as well as a bigger fiscal stimulus.

Stagnation in Q4: As part of its full-year number, Destatis suggested that the German economy
stagnated in Q4, dodging the bullet of renewed recession during the second wave of the pandem-
ic. The high share of the relatively robustly growing manufacturing sector offset the damage from
the ever tightening restrictions to service providers. The rest of the Eurozone will unlikely get
away that lightly. We expect the French economy to have contracted by 4.1%, the Italian by 3.5%
and Spain by 3.5% in Q4.

Private demand collapses, public expenditures and construction limit the damage: Private con-
sumption slumped by 6%. Amid stay-at-home orders, elevated uncertainty and job losses, house-
holds cut back their purchases. Destatis pointed out the first drop in employment after 14 years of
jobs growth, with Germany’s elaborate short-time work scheme containing the number of firings.
Investment fell by 3.5%. Resilient investments in the construction sector (+1.5%) limited the slump
of capital formation for machinery and equipment (-12.5%). Public consumption — more health
care spending — rose by 3.4%. Somewhat surprisingly, the fiscal deficit came in at “only” 4.8% —
the first since 2011 and the biggest since 1995 — compared to our expectation of -9%. Revenues
may have tanked less than we feared. More importantly, significant parts of the announced stim-
ulus packages have not been used (yet). In total, domestic demand cut 4.1% from growth. With
exports falling like a stone even faster than imports (9.9% vs 8.6%), net trade further cut from
GDP.

Treat today’s data with caution, especially the first guesstimate for Q4: The data are very pre-
liminary — even more preliminary than the usual first estimates of the quarterly numbers. To-
day’s number does not include any (at least traditional) hard data for December. Since Germany
tightened its restrictions significantly in December and restrictions determine very much the fate
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of an economy these days, we need to take the very preliminary number with even greater cau-
tion. The estimate of Q4 GDP on 29 January will include more December data.

Outlook - dark winter ... : Germany is starting the first quarter of 2021 with tight restrictions. To
bring hospitalisations rates down (faster) and as a precaution to prevent more contagious virus
variants to take hold in the country, the government is considering to keep restrictions in place
for most of Q1 and impose even more containment measures. Tight restrictions cost economic
activity. After a slightly better performance during (at least the first two months of) Q4 than ex-
pected, the economy could disappoint in Q1. We currently project a contraction of 1% qoq for Qa,
with the risks tilted to the downside.

... bright spring: Nevertheless, the Q1 setback should be partly offset by faster catch-up gains
from spring onwards. With a statistical overhang of roughly 1.5% from 2020, the German econo-
my could grow by 4.1% and 3.7% in 2021 and 2022. With the smallest catch-up potential, that is a
little less than its neighbours: 6.6% in 2021 and 4.0% 2022 in France, 5.4% and 3.4% in Italy as well
as 6.7% and 6.3% in Spain. We expect Germany to return to its pre-pandemic Q4 2019 GDP in Q4
2021 (France: Q1 2022; Italy: early 2023; Spain: Q3 2022).

Chart 1: Annual change in real GDP (in %)
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Chart 2: Quarterly change in real GDP (in %)
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Chart 3: Annual change in real GDP (in %)
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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 complete-
ness 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 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 in the United Kingdom. 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 the Bank. Although Berenberg Capital Markets, LLC (“BCM”), an affiliate of the Bank and registered US broker-
dealer, distributes this document to certain investors, BCM does not provide input into its contents, nor does this document constitute research of BCM. In addition,
this document is meant exclusively for institutional investors and market professionals, but not for retail investors or private customers. It is not for distribution to or
the use of retail investors or private customers. BCM accepts responsibility for this research document’s contents and institutional investors receiving this research
and wishing to effect any transactions in any security discussed herein should do so through BCM and not the Bank.

Please contact Berenberg Capital Markets, LLC (+1 646 949 9000) 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.
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