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SECOND COVID WAVE INTERRUPTS  

RECOVERY 
 
Martin Ademmer, Jens Boysen-Hogrefe, Salomon Fiedler, Dominik Groll, Nils 
Jannsen, Stefan Kooths und Saskia Meuchelböck  

 

The recovery of the German economy is interrupted. The main reasons are the second Covid wave and 

the shutdown measures that have been implemented since November. Since these measures will, at 

least to some extent, probably remain in place for some time to come, GDP will decline in the final 

quarter of this year and in the first quarter of next year. However, these declines will not reach the extent 

seen in spring and will be much more concentrated on specific, consumption-focused industries. Several 

of these industries have not yet fully recovered from the slump in spring, so that less economic activity 

will be lost there in the winter half-year. In addition, exports are likely to remain on an upward trend in 

view of the relatively robust global economy. Against this backdrop industry will probably come through 

the winter half-year without a slump in production. All in all, we now expect a lower GDP growth rate of 

3.1 percent next year compared to our autumn forecast (4.8 per cent), after a decline of 5.2 per cent in 

the current year. If the pandemic can be suppressed sustainably from spring onwards, a strong recovery 

will take place in the course of the coming year and will lead to a strong increase in GDP of 4.5 percent 

in 2022 (autumn forecast: 2.4 percent). The labor market will show a similar pattern as GDP so that the 

recovery here will take place with some delay as well. As the temporary slowdown in the winter half-

year will dampen governmental revenues and the shutdown will be accompanied by further aid pay-

ments, fiscal budget will be additionally burdened. We expect fiscal budget deficits of 4.9 per cent rela-

tive to GDP for the current year and 4.1 per cent for next year. In 2022, the deficit is expected to fall to 

1.8 percent.  

 

The second Covid wave has interrupted the re-

covery of the German economy. In summer, the 

economy recovered a good part of the losses in 

spring. After declining by almost 12 percent in the 

first half of the year, GDP rose by 8.5 percent in the 

third quarter (Figure 1). Leading indicators pointed 

to a continuation - albeit somewhat slower - of the 

recovery. For example, retail sales rose by 2.6 per-

cent in October and industrial production by 3.3 per-

cent. In the course of October, however, the Corona 

virus once more spread rapidly in Germany. As a 

result, measures to contain the virus were tightened 

again and private precautionary measures to pro-

tect against infection are also likely to have in-

creased. In November shutdown measures were 

implemented that have closed large parts of the 

hospitality industry and the contact-intensive enter-

tainment sectors. For our forecast, we expect these 

measures to remain in place until March. For the 

period from mid-December onwards, the shutdown 

measures have been tightened again and large 

parts of the retail sector as well as contact-intensive 

Figure 1: 

Gross domestic product, 2018–2022 
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service industries have been closed. For our forecast, we assume that these measures will stay in place 

until mid-January. We still assume that all infection control measures that hinder economic activity will 

gradually expire in the summer half of 2021. The milder weather and increasing vaccination protection 

will contribute to this. Against this backdrop, we now expect GDP to decline in the winter half-year fol-

lowed by a strong recovery beginning in the second quarter of next year. As a result, we reduce our 

forecast for GDP growth for next year by 1.7 percentage points to 3.1 percent and increase our forecast 

for GDP growth for 2022 by 2.4 percentage points to 4.5 percent. For this year, we expect GDP to 

decline by 5.2 percent.  

The second Covid wave will dampen economic activity by far less than the first wave in spring. 

In particular, the manufacturing industry is expected to be less affected in view of the robust global 

economy. Moreover, unlike in spring there are no signs of widespread disruptions in supply chains. In 

the service industries, the resurgence of the pandemic will have a much more differentiated impact than 

in spring. The largest production losses will focus on those industries that are directly affected by the 

new shutdown measures. This includes in particular consumer-related services, such as the hotel and 

restaurant industry, which in summer had already made up for about 2/3 of the slump in spring. In other 

directly affected industries, in which there has hardly been any recovery since spring, the impact of the 

new shutdown measures on GDP will be relatively small. Business-related service industries will be less 

affected by the resurgence of the pandemic, but the recovery is likely to be slowed down in these sectors 

as well. However, survey indicators available for November suggest at best a moderate decline in pro-

duction. Moreover, these industries are not directly affected by the shutdown measures implemented in 

December and demand by customers from the manufacturing industry is expected to remain much more 

stable compared to spring.  

The recovery of foreign trade slows temporarily. In the third quarter, goods exports already made 

up around two thirds of their slump seen in the first half of the year, catching up to a level around 7 

percent below the one seen a year earlier. The rebound was thus stronger than we had expected in our 

autumn forecast as global trade and demand from export markets bounced back quickly when lockdown 

measures were eased around the globe. In the fourth quarter, the recovery of exports is set to lose 

steam as indicated by the monthly data on goods trade. Other leading indicators show a mixed picture: 

while orders from abroad are already above their pre-crisis level suggesting further catch-up potential, 

survey-based indicators most recently report a deterioration in export sentiment. Against this back-

ground, the pace of recovery is likely to remain subdued for the time being. At the same time, we do not 

expect that the upward trend in global manufacturing will be significantly impaired by the temporary 

interruption of the economic recovery in some countries, especially in Europe, due to the second wave 

of the pandemic (Gern et al. 2020). Next year the catch-up process should regain momentum in light of 

the global recovery of manufacturing and the brisk development of international trade, even though 

subdued global investment activity is likely to remain a burdening factor for some time to come. Overall, 

after a 9.8 percent slump in exports in 2020, we expect them to rise by 10.3 percent in 2021. Following 

this catch-up process, exports will rise again at more moderate rates, resulting in a growth rate of 6.3 

percent in 2022. The recovery in imports is also being delayed. In the third quarter, goods imports in-

creased strongly as expected, standing around 6 percent below their previous year’s level. Imports of 

services also increased compared with the previous quarter due to the temporary easing of travel re-

strictions. However, they were still over 20 percent lower than a year earlier. In the final quarter, the 

catch-up process for imports also loses momentum. This is indicated by the monthly figures for goods 

trade and due to the generally slower pace of economic activity since November. However, the tempo-

rary decline in private consumption is unlikely to be fully reflected in imports, as this is to a large extent 

due the consumption of services being hit particularly hard by the second wave. Over the remaining 

forecast horizon, goods imports will recover in line with the dynamics of investment and exports. Service 



 

 

 

 4  

 

KIEL INSTITUTE  
ECONOMIC OUTLOOK 

NO. 74 (2020|Q4) 

imports are likely to suffer a further setback in the current quarter in view of a renewed tightening of 

travel restrictions. We do not expect a rebound before the spring when measures will be eased. All in 

all, we expect imports to decline by 8.9 percent in 2020. In 2021 and 2022, they will rise by 8.0 and 7.4 

percent, respectively.  

Second slump in private consumption ahead. Private consumer spending rose by 10.8 percent in 

the third quarter and thus had already made up for a good part of the Corona-related slump from the 

first half of the year. Retail sales indicate that this catch-up process continued into October. However, 

the second Covid wave will weigh on consumption in particular and the shutdown measures imple-

mented in November have interrupted the recovery for the time being. However, even with the additional 

shutdown measures implemented in December, affecting large parts of the retail sector, the effects are 

likely to be smaller than in spring. This assessment is supported by high frequency indicators of pedes-

trian activity in German city centers and other mobility indicators as well as the consumer climate, which 

recently declined but still remained on a significantly higher level in November compared to spring. For 

our forecast, we assume that the measures introduced in November will not be eased until March, while 

the December measures will only stay in place until mid-January. Against this backdrop, spending on 

accommodation and restaurant services is likely to fall back to around the level of the first shutdown and 

remain there until the easing in March. This alone will depress private consumption by more than 2 per-

cent in the fourth quarter. Spending on "leisure, entertainment and culture", "transport and communica-

tions" and "other services" will also be affected, although not to the same extent as in the spring. Some 

categories such as motor vehicle sales or the purchase of leisure goods will only face direct restrictions 

from the shutdown measures for a relatively short period of time. In other heavily affected areas, such 

as cultural services or package holidays, spending was still on a low level anyway, limiting the possible 

further damage of renewed restrictions. Overall, private consumer spending is expected to decline by 

4 percent in the fourth quarter. A stronger decline is counteracted by the fact that consumption in Octo-

ber was probably still quite high. In addition, the increase in VAT at the turn of the year has probably led 

to noticeable pull-forward effects, increasing private consumption in the fourth quarter by about 1 per-

cent. In contrast, the same effect will likely reduce consumer spending at the beginning of next year, 

such that private consumption is set to decline in the first quarter, too, especially if the November 

measures will indeed stay in place until the end of that quarter. Provided that the pandemic can be 

successfully contained and the measures to protect against infection are permanently eased, a strong 

recovery in private consumption spending will set in during the summer half-year, similar to the first 

shutdown. Overall, private consumption will probably decline by 6.3 percent in the current year. In the 

next two years it is likely to increase by 2.7 percent (2021) and 7.2 percent (2022). 

Since the beginning of the pandemic, a considerable amount of purchasing power of private 

households has been pent up. The strong fluctuations in private consumption over the course of the 

year were only to a small extent due to fluctuations in disposable income. In the second quarter, incomes 

fell by 1 percent, while private consumer spending plunged by more than 11 percent. This was mainly 

due to private and public measures to avoid infections. As a result, the savings rate jumped by more 

than 10 percentage points to over 20 percent in the first half of the year. Even in the third quarter, when 

private consumer spending recovered, the savings rate was still well above the pre-crisis level at 

16.2 percent. There are hardly any reliable indicators or empirical correlations available to forecast the 

savings rate. For our forecast, we assume that the savings rate will quickly return to its pre-crisis level 

of around 11 percent in the course of the coming year, if the pandemic is sustainably suppressed, and 

then remain slightly below this level. This implies that the pent-up purchasing power accumulated in the 

meantime will only slowly flow back into private consumption. According to our forecast, the purchasing 

power accumulated in the current and coming year amounts to around 200 billion euros or about 10 per-

cent of disposable income in 2019 (Figure 2). If a larger share of this sum would be spent on  
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consumer goods and services in the short-run, this 

could result in a much stronger recovery as well as 

in a higher inflation rate than forecasted.  

Gross Fixed Capital Formation is hardly affected 

by the second Covid wave. With the resurgence of 

the Corona pandemic, business expectations have 

recently become gloomier again and uncertainty – 

for example measured by indicators of economic 

policy - has also increased. However, we expect the 

impact of the second wave to be relatively moderate 

compared to the first one in spring. Especially firms 

in industries not directly affected by the pandemic 

(e.g., in manufacturing) will not cut back their invest-

ments significantly again, as there is now a clear 

prospect that the pandemic can be pushed back 

sustainably in the course of the coming year. Firms 

in the directly affected sectors will probably still hold 

back on investments. However, they account for 

only a very small share of total investment.  Overall, 

we expect business investment to lose some pace 

but not to decline in the winter half-year. Over the 

course of the next year the recovery in business in-

vestment will gain momentum again. Construction investment is not directly affected by the new shut-

down measures and the general environment with low interest rates, high demand for residential real 

estate, and a large amount of pent-up purchasing power is still extremely stimulating, in particular for 

residential investment. Beginning in next year public investment will dampened somewhat by the wors-

ening of public finances due to the pandemic. Overall, we expect Gross Fixed Capital Formation to 

increase by 4.8 percent in next year and by 3.7 percent in 2022 after a decline by 2.7 percent in this 

year. 

Inflation currently is subdued due to the temporary VAT reduction as well as low energy prices 

but is likely to rise significantly in the coming year. In November the consumer price index (CPI) 

stood 0.3 percent below its level one year ago. One driver for this were energy prices, which were 

7.7 percent lower in November than a year earlier, reflecting oil prices which also remained low com-

pared with the previous year. Excluding the volatile energy component, the consumer price index rec-

orded an increase of 0.7 percent. In addition, the temporary VAT cut, of which about two thirds seem to 

have been passed on to consumers, depressed prices. Without this factor the core rate of inflation would 

have been very close to two percent. At the beginning of next year, when the VAT cut is reversed, the 

opposite effect should set in, exerting upward pressure on prices of around 1.2 percent quarter-on-

quarter. At the same time, climate policy measures are likely to lead to additional price increases at the 

consumer level of 0.4 percent quarter-on-quarter in total. After a moderate increase of the CPI in 2020 

by 0.6 percent, we therefore expect an inflation rate of 2.6 percent in 2021. In 2022, we expect an 

inflation rate of 1.7 percent given the absence of special effects. One risk for the inflation outlook stems 

from the high additional savings that private households are building up during the pandemic. To the 

extent that these savings lead to an increase in consumer spending after the end of the restrictions there 

could be an additional surge in inflation. At the same time, the costs that businesses incur due to pro-

tection measures against the pandemic should decline over the course of the forecast period. 

Figure 2:  

Savings, 1991–2022 
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The recovery of effective earnings will be delayed. At a seasonally-adjusted 3.7 percent, actual gross 

wages and salaries per employee recovered much more strongly in the third quarter than the 1.8 percent 

we forecast in fall, after having dropped by 4.6 percent in the second quarter, which was less than 

initially reported by the Federal Statistical Office in August (-5.1 percent). Both the decline and the re-

covery in effective earnings were closely linked to the use of short-time work. During the fourth quarter, 

short-time work is likely to have been extended again in view of the renewed shutdown measures. In 

November, companies declared more short-time work for the first time since spring (almost half of the 

notifications came from the hospitality industry), and the share of companies with short-time work in-

creased in the monthly economic survey by the ifo Institute. Accordingly, effective earnings will slow 

significantly in the current quarter. For 2020 as a whole, we expect a decrease of 0.4 percent; this would 

be the first decline in 50 years. Earnings are set to show signs of weakness in the first quarter of next 

year as well, as short-time work is likely to expand further, although we expect significantly lower short-

time work figures than were recorded earlier this year. As the economic recovery resumes in spring 

2021, short-time work is likely to be cut rapidly and thus effective earnings will increase dynamically. All 

in all, we expect earnings per employee to rise by 3.6 percent in both 2021 and 2022. 

Employment is not expected to start recovering until the middle of the coming year. Companies 

absorbed most of the production slump in spring by reducing working hours through short-time work. 

Nevertheless, employment fell noticeably between March and May. There has been no significant re-

covery since then. According to our estimate, the crisis-related loss of employment stood at 

860,000 jobs in October. By far the most severely affected group is that of persons in exclusively mar-

ginal employment (“minijobs”), who are not entitled to short-time work because they are not covered by 

social security. The partial shutdown since November and the tightening of shutdown measures around 

the turn of the year are expected to lead to a renewed increase in short-time work and a decline in 

employment; however, the extent of this is likely to be significantly lower than in spring 2020. We there-

fore expect employment to decline in the final quarter of 2020 as well as the first quarter of 2021. The 

resumption of the economic recovery next spring will initially lead to a reduction in short-time work, 

resulting in increased working hours. Then, towards the end of the year, the recovery in employment is 

expected to gain momentum as well. As a result, the unemployment rate in 2021 will once again be 

higher than in the previous year, albeit only slightly (6.1 percent vs. 5.9 percent). It will then fall to 

5.5 percent in 2022. 

Both fiscal policy and automatic stabilizers drive the deficit in 2020. Expenditures for short-time 

work, health policy, and grants to businesses increased rapidly, while tax revenues plunged mainly due 

to the severe drop in economic activity but also because of temporary tax code changes. However, 

social security contributions did not decrease since the short-time work scheme includes payments from 

the employment agency to the other social insurance institutions. In sum, we expect a deficit of 

162 bn Euros (4.9 percent relative to GDP). 

Second corona wave will weigh heavily on budget in 2021 – mainly via additional grants to busi-

nesses. Since the economic upswing has been interrupted by the second corona wave and the accom-

panying shutdown measures, government revenues will not recover as fast as previously expected. 

Various government expenditures will remain elevated especially in the first quarter of the coming year. 

A major component are additional grants to businesses which are to accompany the additional shutdown 

measures. Overall, we expect that the public deficit will be about 143 bn Euros in 2021 (4.1 percent 

relative to GDP). 

The public budget will still be in deficit in 2022. The business cycle upswing will be accompanied by 

increasing revenues. Expenditures for short-time work and especially for grants will drop sharply. How-

ever, several measures of the stimulus packages will lead to additional expenditures also in 2022. 
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Further, the upswing will be insufficient to reach the former growth path. There will continue to be a 

substantial deficit of 1.8 percent relative to GDP. 

 
Table 1:  

Key indicators, 2019–2022   
  2019 2020 2021 2022  

Gross domestic product (GDP), price-adjusted 0,6  -5,2  3,1  4,5  

Gross domestic product, deflator 2,2  1,6  1,3  1,5  

Consumer prices 1,4  0,5  2,6  1,7  

Labor productivity (per hour worked) -0,0  -1,2  1,3  1,8  

Employment (1,000 persons) 45.269  44.815  44.690  45.327  

Unemployment rate (percent) 5,0  5,9  6,1  5,5  

in relation to nominal GDP        

     Public sector net lending 1,5  -4,9  -4,1  -1,8  

     Gross public debt 59,5  72,6  73,2  70,2  

     Current account balance 7,1  7,2  8,0  7,5  

GDP, consumer prices, labor productivity: percentage change on previous year; unemployment rate: as defined by the Federal 
Employment Agency. 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; Federal Employment Agency, Monthly Bulletin; Federal Employment 
Agency, Employment Statistics; shaded: Kiel Institute forecast. 
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1. Leading indicators 

Figure 1.1:  

Leading indicators, 2012–2020 

 

 

Figure 1.2:  

Capacity utilization, 2015–2020 

 
 

 

Figure 1.3:  

Order stocks and capacity utilization in construction 

industry, 2015–2020 
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2. Monetary conditions and prices

Figure 2.1:  

Bond yields, 2005–2020 

 

 

 

Figure 2.3:  

Credit growth, 2012–2020 

 

 
 

Figure 2.2:  

Loan interest, 2003–2020 

 

 

 

Figure 2.4: 

Credit impulse, 2005–2020 
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Figure 2.6:  

Consumer prices, 2008–2020 

 
 

Figure 2.7:  

Consumer price index, 2018–2022

 
 

 

 

Table 2.1:  

Projections and assumptions on the international environment, 2019–2022 

  2019 2020 2021 2022 

     I    II   III   IV   I   II  III   IV   I    II   III    IV    I    II   III     IV 

ECB key interest 
rate 0.00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 

Long-term interest 
rate 0.10 -0.10 -0.50 -0.40 -0.40 -0.40 

-
0.50 

-
0.60 

-
0.50 

-
0.50 

-
0.50 

-
0.50 -0.50 -0.50 -0.40 -0.40 

US-dollar/euro ex-
change rate 1.14 1.12 1.11 1.11 1.10 1.10 1.17 1.19 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

Price competitive-
ness 89.7 89.7 89.5 88.9 88.9 90.4 90.9 91.2 91.7 91.8 91.7 91.6 91.5 91.4 91.4 91.3 

Export markets 0.8 0.5 0.5 0.4 -2.8 -9.2 10.0 -1.4 1.3 2.2 1.5 1.0 0.8 0.6 0.6 0.6 
Oil price 63.2 68.9 61.9 63.4 50.5 29.4 43.0 43.5 48.9 51.2 53.3 53.8 54.0 54.3 54.6 54.8 

ECB key interest rate: main refinancing operations; long-term interest rate on 9−10 year bonds; price competitiveness: against 
60 trading partners, based on the deflators of total sales, index: 1991:I = 100, increasing values indicate deterioration of price 
competitiveness; export markets: GDP growth in 41 countries, weighted with shares in German exports, change over previous 
quarter. Oil Price: US-Dollar per barrel North Sea Brent. 

Source: ECB, Monthly Bulletin; Deutsche Bundesbank, Monthly Bulletin; IMF, International Financial Statistics; Kiel Institute 
calculations; shaded: Kiel Institute forecast or assumption. 
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3. External trade 

Figure 3.1:  

Exports, 2018–2022 

 
 

 

Figure 3.3: 

German export markets, 2019–2022 

 

 

 

Figure 3.2:  

Imports, 2018–2022 

 

 

 

Figure 3.4:  

Germany’s price competitiveness, 2019–2022 
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Figure 3.5:  

Export indicators, 2008–2020 

 
 

Figure 3.5:  

Uncertainty in German export markets, 2008–2020 
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4. Domestic expenditure 

Figure 4.1: 

Domestic expenditure, 2018–2022 

 
 
 

Figure 4.3:  

M&E investments, 2018–2022 

 
 
 

Figure 4.2:  

Private consumption, 2018–2022 

 
 
 

Figure 4.4:  

Construction, 2018–2022 
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Figure 4.5:  

Investment cycles, 1991–2021 

 
 
 
Figure 4.7:  

Contributions to changes in real disposable income, 

2019–2022 

 

 

Figure 4.6:  

Contributions to change in private consumption, 

1992–2021 

 
 
 
Table 4.1:  

Gross fixed capital formation, 2019–2022 

  2019 2020 2021 2022 

Total 2.5 -2.7 4.7 3.7 
Corporate investment 1.5 -6.3 6.0 4.2 

Machinery and equip-
ment 0.5 -11.7 10.1 5.9 

Construction (nondwell-
ings) 2.4 -0.2 2.0 1.7 

Other 2.7 -1.2 2.3 3.3 
Dwellings 4.0 3.3 3.1 3.2 
Public (nondwellings) 6.0 4.4 1.6 1.5 

Memorandum item:        
Construction 3.8 2.5 2.6 2.6 

Volumes; change over previous year in percent. 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; 
shaded: Kiel Institute forecast. 
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5. Industries 

Table 5.1:  

Gross value added for industries, 2020–2021 

  

2020 2021 

II III IV I II III 

 

Seasonally and calendar adjusted, 
quarter-on-quarter change in percent 

Gross domestic product -9.8 8.5 -1.0 -1.4 3.1 2.5 

Gross value added   -10.4 8.0 -1.0 -1.4 3.1 2.5 

Industry excluding construction -16.8 12.3 2.2 -2.0 3.5 2.5 

Manufacturing -18.3 14.0 2.7 -2.5 4.0 2.2 

Construction -3.1 -4.7 3.0 1.0 1.5 1.2 

Trade, transport, accommodation, and food services -14.2 13.8 -5.8 -3.8 8.0 6.5 

Information and communication -3.0 3.3 -0.9 -0.7 2.0 1.5 

Financial and insurance services -0.2 0.2 -0.1 -0.1 0.2 0.2 

Real estate activities -2.0 0.9 -0.5 -0.3 0.8 0.6 

Business services -12.0 6.1 -1.7 -1.3 3.0 2.8 

Public services, education, health -8.2 9.5 -1.0 -0.2 1.0 0.5 

Other services -18.1 17.8 -6.0 -2.5 5.5 4.0 

Quarterly data, volumes.  

Source: Federal Statistical Office, Fachserie 18, Series 1.2 and 1.3; shaded: Kiel Institute forecast. 
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6. Wages 

Figure 6.1:  

Real unit labor costs, 1991–2022 

 

 
 

Table 6.1: 

Wages and productivity, 2019–2022 

 2019 2020 2021 2022 

Per hour       

Negotiated wages 2.9 2.1 1.8 2.3 

Gross wages and sal-
aries 3.2 2.5 0.9 2.5 

Wage drift 0.3 0.4 -0.9 0.2 

Compensation of em-
ployees 3.3 3.0 0.8 2.1 

Labor productivity 0.0 -1.2 1.3 1.8 

Unit labor costs 3.3 4.3 -0.6 0.3 

Unit labor costs (real) 1.1 2.6 -1.8 -1.1 

Per capita       

Negotiated wages 2.9 2.1 1.8 2.3 

Gross wages and sal-
aries 2.9 -0.4 3.6 3.6 

Wage drift 0.0 -2.5 1.8 1.3 

Compensation of em-
ployees 3.0 0.2 3.2 3.3 

Labor productivity -0.3 -4.3 3.4 3.1 

Unit labor costs 3.4 4.7 -0.2 0.2 

Unit labor costs (real) 1.1 3.1 -1.4 -1.2 

Change over previous year in percent; wage drift: differ-
ence between change of negotiated wages and change of 
gross wages and salaries in percentage points; labor 
productivity: real GDP per hour or per capita; unit labor 
costs: compensation of employees (per hour or per capita) 
in relation to labor productivity; unit labor costs (real): unit 
labor costs deflated by GDP deflator. 

Source: Federal Statistical Office, Fachserie 18, Series 
1.2; Deutsche Bundesbank, Negotiated Pay Rate Statis-
tics; shaded: Kiel Institute forecast. 
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7. Employment 

Figure 7.1:  

Employment, 2018–2022 

 

 

Figure 7.2:  

Unemployment, 2018–2022 

 

 
 
 

Table 7.1:  

Employment, 2018–2022 (1,000 persons) 

  2018 2019 2020 2021 2022 

Hours worked (domestic concept, million hours) 62,229  62,596  60,069  61,137  62,785  

Persons in employment (domestic concept) 44,868  45,269  44,815  44,690  45,327  

Self-employed 4,224  4,152  4,000  3,849  3,872  

Employees (domestic concept) 40,645  41,117  40,815  40,841  41,454  

Employees subject to social security contributions 32,992  33,537  33,545  33,640  34,191  

Minijobs 4,668  4,575  4,279  4,219  4,280  

Net commuting 141  146  97  96  145  

Persons in employment (national concept) 44,727  45,123  44,718  44,594  45,181  

Employees (national concept) 40,503  40,971  40,718  40,745  41,309  

Unemployed persons (registered) 2,340  2,267  2,705  2,800  2,531  

Unemployment rate (registered; percent) 5.2  5.0  5.9  6.1  5.5  
Unemployment rate (ILO; percent) 3.2  3.0  4.1  4.6  3.9  

Self-employed: including family workers; unemployed persons (registered): definition of the Federal Employment Agency (BA). 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; Federal Employment Agency, Monthly Bulletin; Federal Employment 
Agency, Employment Statistics; shaded: IfW forecast. 
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8. Public finances 

Table 8.1:  

Revenues and expenditures of the general government, 2018–2022 (€ bn) 

  2018 2019 2020 2021 2022 

Revenues 1,553.8 1,610.6 1,552.8 1,635.3 1,713.8 
➢ relative to GDP 46.3 46.7 46.7 46.7 46.5 
Taxes 801.2 827.1 763.6 817.6 861.5 
➢ relative to GDP 23.9 24.0 23.0 23.3 23.4 
Social contributions 572.6 597.5 607.3 626.9 655.8 
➢ relative to GDP 17.1 17.3 18.3 17.9 17.8 
Other revenues 180.1 186.0 181.9 190.7 196.5 
➢ relative to GDP 5.4 5.4 5.5 5.4 5.3 

Expenditures 1,492.2 1,558.1 1,714.4 1,778.1 1,779.1 
➢ relative to GDP 44.5 45.2 51.6 50.7 48.2 
Compensation of employees 259.6 271.5 284.1 290.0 295.7 
Intermediate consumption 173.4 181.9 204.7 197.3 200.8 
Social transfers in kind 285.7 300.4 309.0 331.3 339.7 
Gross capital formation 78.7 86.2 92.3 94.8 99.2 
Capital transfers 31.1 27.5 23.4 20.7 18.7 
Social benefits 520.3 545.4 591.8 603.5 613.7 
Subsidies 29.5 30.8 77.0 96.0 57.6 
Other current transfers 70.8 74.2 83.3 92.1 94.8 
Other capital transfers and investment grants 44.1 41.0 49.6 53.1 59.8 
Other expenditures -1.3 -1.2 -1.2 -1.2 -1.2 

Net lending/net borrowing 61.6 52.5 -161.5 -142.7 -65.4 
➢ relative to GDP 1.8 1.5 -4.9 -4.1 -1.8 

Revenues of central, state, and local govern-
ments 1,011.4 1,044.5 987.5 1,050.5 1,101.0 

Net of transfers from social security funds 1,010.3 1,043.4 986.3 1,049.3 1,099.9 
Transfers from social security funds 1.1 1.1 1.1 1.2 1.2 

Expenditures of central, state, and local gov-
ernments 965.8 1,000.7 1,118.5 1,165.4 1,150.5 

Net of  transfers to social security funds 847.5 878.0 975.6 1,017.9 1,009.7 
Transfers to social security funds 118.3 122.7 142.9 147.4 140.8 

Net lending/net borrowing central, state, and 
local government 45.6 43.8 -131.0 -114.9 -49.5 

Revenues of social security funds 661.9 690.0 719.0 742.2 763.5 
Net of transfers from central, state, and local gov-

ernments 543.6 567.2 576.0 594.8 622.7 

Expenditures of social security funds 645.9 681.3 749.5 770.1 779.4 
Net of transfers to central, state, and local govern-

ments 644.7 680.2 748.3 768.9 778.3 

Net lending/net borrowing social security 
funds 16.0 8.7 -30.5 -27.9 -15.9 

Sums may deviate due to rounding. 

Source: Federal Statistical Office, internal worksheet; shaded: Kiel Institute forecast. 
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Figure 8.1:  

Government gross debt, 2020–2022 

 
 

Figure 8.2:  

Structural budget balance, 2019–2022 
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9. GDP and its components 

Table 9.1:  

Quarterly data, 2020–2022 

  2020 2021 2022 

      I     II    III   IV    I   II    III   IV    I   II   III  IV 

Gross domestic product -1.9 -9.8 8.5 -1.0 -1.4 3.1 2.5 1.1 0.9 0.7 0.4 0.4 

Private consumption  -2.3 -11.1 10.8 -4.0 -3.0 5.5 4.5 1.5 1.2 1.0 0.6 0.6 

Government consumption  0.8 2.2 0.8 0.6 0.1 -0.4 -0.4 0.4 0.4 0.0 -0.1 -0.1 

Machinery and equipment -7.0 -15.1 16.0 1.5 0.5 4.0 3.0 1.5 1.0 1.0 1.0 1.0 

Constructions 5.1 -4.3 -2.0 2.6 0.5 1.8 1.2 0.8 0.4 0.4 0.4 0.4 

Other investment -4.1 0.6 1.9 0.2 0.3 0.5 0.5 0.5 1.0 1.0 1.0 1.0 

Change in inventories 0.0 -0.1 -2.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Domestic expenditure -1.2 -7.2 4.7 -1.7 -1.5 3.4 2.8 1.1 1.0 0.7 0.5 0.4 

Exports -3.3 -20.5 18.1 2.2 1.5 3.3 3.0 1.6 1.3 1.0 1.0 1.0 

Imports -1.9 -15.9 9.1 1.0 1.7 4.1 3.8 1.7 1.4 1.2 1.2 1.1 

Net exports -0.8 -2.9 3.9 0.6 0.0 -0.1 -0.1 0.1 0.0 0.0 0.0 0.0 

Employment (domestic) 45,319 44,692 44,644 44,609 44,529 44,579 44,729 44,929 45,129 45,289 45,409 45,484 

Unemployment (registered) 2,272 2,817 2,906 2,836 2,884 2,859 2,784 2,684 2,604 2,544 2,504 2,484 

Volumes, seasonally and working-day adjusted. Change on previous quarter in percent; change in inventories, net exports: 
Lundberg component (contribution to GDP growth); employment, unemployment: seasonally adjusted, 1,000 persons; unem-
ployment: as defined by the Federal Employment Agency (BA).  

Source: Federal Statistical Office, Fachserie 18, Series 1.3; Federal Employment Agency, Monthly Bulletin; shaded: Kiel Institute 
forecast. 

 
 
 

Figure 9.1: 

Forecast intervals for GDP growth, 2020–2021 

 
 

Figure 9.2: 

Import adjusted expenditure-side contributions to 

GDP growth, 2018–2022 
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10. The German economy, 2019–2022 

  2019 2019 2020 2021 2022 

  € bn Change over previous year in percent 

GDP (constant prices)  0.6 -5.2 3.1 4.5 

Private consumption expenditure  1.6 -6.3 2.7 7.2 

Public consumption expenditure  2.7 4.1 1.2 0.4 

Total fixed investment  2.5 -2.7 4.7 3.7 

Machinery and equipment  0.5 -11.7 10.1 5.9 

Construction  3.8 2.5 2.6 2.6 

Other equipment  2.7 -1.2 2.3 3.3 

Changes in stocks  -0.7 -1.2 -1.0 0.0 

Domestic Demand  1.2 -4.5 1.8 4.9 

Exports  1.0 -9.8 10.3 6.3 

Imports  2.6 -8.9 8.0 7.4 

Net exports  -0.6 -0.9 1.5 -0.1 

GDP (current prices) 3,449.1 2.8 -3.7 4.4 6.1 

Private consumption expenditure 1,806.9 2.9 -5.9 4.9 8.8 

Public consumption expenditure 704.5 5.1 6.5 2.3 2.0 

Total fixed investment 748.0 5.5 -1.2 6.8 5.8 

Machinery and equipment 240.1 1.9 -10.5 10.8 6.6 

Construction 373.7 8.4 4.3 5.6 5.6 

Other equipment 134.2 4.2 0.2 3.7 4.8 

Changes in stocks (€ bn)  -10.3 -63.6 -98.7 -101.9 

Domestic Demand 3,249.1 3.1 -3.8 3.7 6.6 

Exports 1,617.4 1.7 -10.2 10.9 7.4 

Imports 1,417.4 2.4 -11.3 10.1 8.8 

Net exports (€ bn)  199.9 193.8 226.1 222.3 

Gross national income 3,542.8 2.8 -3.7 4.4 6.0 

Deflator of GDP  2.2 1.6 1.3 1.5 

Private consumption expenditure  1.4 0.5 2.1 1.5 

Public consumption expenditure  2.3 2.3 1.1 1.6 

Investment in machinery and equipment  1.4 1.3 0.6 0.7 

Investment in construction  4.4 1.8 2.9 2.9 

Investment in other equipment  1.4 1.4 1.3 1.5 

Exports  0.8 -0.5 0.6 1.0 

Imports  -0.1 -2.6 1.9 1.3 

Addendum: Consumer prices  1.4 0.5 2.6 1.7 

Income distribution      

National income 2,564.1 2.2 -3.0 4.2 5.2 

Employment income 1,845.9 4.2 -0.5 3.3 4.8 

   in percent of national income  72.0 73.8 73.2 72.9 

Entrepreneurial and property income 718.2 -2.7 -9.3 6.7 6.3 

Disposable income of private households 1,969.8 3.0 0.6 2.9 3.6 

Savings rate  10.9 16.6 14.9 10.6 

Wages and salaries 1,521.6 4.1 -1.1 3.7 5.1 

Wage per hour  3.2 2.5 0.9 2.5 

Unit labor costs  3.3 4.3 -0.6 0.3 

Productivity per hour  0.0 -1.2 1.3 1.8 

Unemployment (1,000)  2,266.7 2,705.1 2,800.1 2,531.4 

Rate of unemployment (percent)  5.0 5.9 6.1 5.5 

Total employment (1,000)  45,268.5 44,814.8 44,690.3 45,326.5 

Public sector budget balance (€ bn)  52.5 -161.5 -142.7 -65.4 

Public sector budget balance (in percent of GDP)  1.5 -4.9 -4.1 -1.8 

Public debts (in percent)  59.5 72.6 73.2 70.2 

Change in stocks, net exports: contribution to GDP growth. 

Source: Federal Statistical Office, Fachserie 18, Series 1.2; shaded: Kiel Institute forecast. 
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11. National accounts 
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