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Summary

Real GDP growth increased 2.2 % on the previous quarter in Q2 of 2010 – the highest quarter-on-quarter growth 
since 1990 - thanks mainly to thriving exports and capital formation. 

Trade balance: Exports blossomed in the first half of 2010, mainly to large booming emerging economies such as 
China and Brazil, with formerly crisis-hit sectors, like metals and automotive, benefitting from that trend. Between 
January and August, the trade balance showed a surplus of € 81.6 billion. 

Private consumption contributed positively to GDP growth in Q2 of 2010, with consumer confidence bouncing 
back to pre-crisis levels. Unemployment decreased to 7 % in October – the lowest level since 1992.

The business climate improved further in October. Manufacturing had registered rising turnover, production and 
new orders since the beginning of the year, and capital formation in machinery, equipment and construction increa-
sed substantially in Q2 of 2010.

Due to the good economic performance, the 2010 budget deficit is expected to be around 4 %: much lower than 
forecast six months ago. The German government plans to reduce spending by € 80 billion by 2014 to meet the 
targets of a debt brake law.

Corporate insolvencies: the pace of growth in insolvencies has been slowing since the end of 2009. We estimate 
that corporate insolvencies will decrease 5 % year-on-year in 2011, after three years of increases.

Outlook

In October, the International Monetary Fund revised its forecast for German GDP growth upwards: to 3.3 % in 2010 
and 2.0 % next year. The German current account surplus is forecast to be 6.1 % of GDP this year and 5.8 % of GDP 
in 2011. 

After its strong economic performance in the first half of 2010, the surge in manufacturing production, new orders 
and exports will probably lose some momentum. Global growth is expected to cool down somewhat in the coming 
months, leading to lower demand for German goods. However, private consumption will probably continue the 
rebound seen in the second quarter, based on the improvements in the job market, low consumer price inflation and 
increased purchasing power. 
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Main economic developments

In the second quarter of 2010, Germany recorded the highest quarter-on-quarter growth rate since reunification, as 
real Gross Domestic Product grew 2.2 % on the previous quarter, driven mainly by investments in equipment and 
construction and thriving exports, but also by increased consumer spending.

 Source: Federal Statistical Office Germany.

Exports and imports of goods increased 26.8 % and 29.2 % respectively year-on-year in August 2010, while 
between January and August exports rose by 19.2 % year-on-year, with the trade surplus amounting to € 81.6 
billion. Exports to Brazil (+61.3 %) and China (+55.5 %) showed particularly high growth rates in the first half of the 
year, while those to the Eurozone and the US increased by a still respectable 10.1 % and 14,1 % respectively. The 
export boom has benefited those sectors that had suffered a massive slump during the crisis, such as automotive 
and metals. The export of cars and car components alone increased 40.8 % year-on-year in the first half of the year, 
while the export of metal products rose 31.4 %.
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Private consumption grew 0.6 % quarter-on-quarter in Q2, after a weak performance in the previous nine months 
(see chart below), contributing positively to GDP growth.

Source: Bundesbank

 

Consumer confidence has bounced back to pre-crisis levels (see chart below), as consumers express optimistic 
expectations of the future economic situation. Employment is rising - with unemployment subsequently down to 
7 % in October: the lowest level for 18 years. Retail turnover increased 0.4 % year-on-year in real terms in Sep-
tember, and rose by 1.1 % between January and September. The rising consumer sentiment, a lower jobless rate, a 
modest consumer price increase (up 0.1 % in September, to 1.3 % year-on-year) and increasing purchasing power 
will probably trigger further growth in private consumption in the coming months.

 
Source: ICON
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According to the Bundesbank and the German Ministry of Economics and Technology, industrial production has 
recorded two-digit year-on-year monthly increases since March 2010. Between June and August production in the 
manufacturing sector rose 2.8 % on the previous quarter (in real terms and seasonally adjusted), while turnover in 
manufacturing rose 10.1 % year-on-year between January and August.

In August, new orders increased 3.4 % on the previous month and 21.2 % year-on-year, due mainly to demand from 
abroad. Despite a slowdown of the monthly upward trend, in the period June to August new orders still rose by a 
robust 4.7 % on the previous quarter.

This rebound is reflected in rising investments. According to the Federal Statistical Office, in Q2 of 2010 capital for-
mation in machinery and equipment and in construction increased substantially on the previous quarter (up 4.4 % 
and 5.2 % respectively), thus contributing very strongly to economic growth in the second quarter. However, capital 
formation in machinery and equipment is still at a low level following a number of double-digit decreases during the 
economic crisis of 2008/2009. Moreover, the rise in capital formation in construction to some extent reflects the 
effects of ‘catching up’ activity following the relatively severe winter.

 
Sources: Bundesbank; Global Insight

Business confidence in the manufacturing sector has recovered comprehensively since mid-2009 and, due to the 
benign outlook for the German economy, it comes as no surprise that it has increased further in the recent months 
(see chart below). 

Sources: OECD (Main Economic Indicators)
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As a consequence of the credit crisis and stimulus measures, government debt increased to 73.5 % of GDP in 2009 
and will rise further in 2010 and beyond. The budget deficit increased to 3 % of GDP in 2009 and it too will increase 
further this year (see chart below). However, the Bundesbank expects the 2010 budget deficit to be around 4 % 
of GDP, lower than the 6 % of GDP forecast by the EU Commission six months ago, due to the improved econo-
mic performance (higher tax revenues and lower government transfer payments for unemployment and short-time 
working benefits).

Sources: Bundesbank; Global Insight

The German government has announced plans to reduce spending by € 80 million by 2014. Germany passed a 
debt brake law in 2009, forcing the government to cut spending. After a transitional period, the law sets a limit for 
structural new debt at 0.35 % of GDP by 2016 after which it must remain at that level, with additional borrowing 
possible only if the economy is weak.

The insolvency environment

The surprisingly good economic performance so far in 2010 manifested itself in a slowdown in rising insolvencies. 
According to the German Statistics Office, the number of corporate insolvencies, while still increasing 6.7 % year-
on-year in Q1, rose by just 0.2 % between January and July, and in July business failures actually decreased 9.4 % 
year-on-year. For next year, we expect a 5 % decrease after three years of constant rises.

Source: German Statistics Office

Atradius  � 

Atradius Copyright 2010
This report is provided for information only, and is not intended in any way as a recommendation as to particular transactions, investments or strategies. Readers of this report must make their own inde-
pendent decisions, commercial or otherwise, regarding the information provided. While we have made every effort to ensure that the information contained in this report has been obtained from reliable 
sources, Atradius is not responsible for any errors or omissions, or for the outcome of the use of this information. All information in this report is provided ’as is’, with no guarantee of completeness, 
accuracy, timeliness or of the results that may obtain from its use, and without warranty of any kind, express or implied. In no event will Atradius, its related partnerships or corporations, or the partners, 
agents or employees thereof, be liable to you or anyone else for any decision made or action taken in reliance on the information in this report or for any consequential, special or similar damages, even if 
advised of the possibility of such damages.

Source: Statistisches Bundesamt. 

Sources: Bundesbank; Global Insight.


