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Interest benefits from the debt crisis to the
German budget: updated calculations

In an updated calculation, IWH researchers could provide further evidence that
interest benefits to the German budget arise indeed also from the “flight-to-
safety-effect” and are not just effects from the low interest environment more
generally. With a refined methodology they obtain interest savings to the Ger-
man budget of just under 90 billion Euro.

In a previous note, IWH researchers have suggested that due to “flight to safety” ef-
fects, Germany was able to issue government debt at lower rates than otherwise
would have been possible. The total savings was calculated to be around Euro 100
billion or about 3 percent of German GDP. In the new calculation, the counterfactual
scenario that allows calculating these savings could be improved so that it reflects
exclusively flight to safety effects and not the low interest rate environment more
generally that could be attributed to monetary policy and other factors.

Publication:
LEIBNIZ-INSTITUT FUR WIRTSCHAFTSFORSCHUNG HALLE (IWH) (Hrsg.): Interest Benefits from
the Debt Crisis to the German Budget: Updated Calculations. IWH Online 8/2015. Halle (Saale) 2015.
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The Halle Institute for Economic Research (IWH) — Member of the Leibniz Association was
founded in 1992. With its three research departments — Macroeconomics, Financial Markets, and
Structural Change —, the IWH conducts economic research and provides economic policy recom-
mendations, which are founded on evidence-based research. With the IWH’s guiding theme “From
Transition to European Integration”, the institute’s research concentrates on the determinants of
economic growth processes with a focus on efficient capital allocation in a national and European
context. Particular areas of interest for the institute are macroeconomic dynamics and stability, mi-
croeconomic innovation processes, productivity and labour markets, the dynamics of structural ad-
justment processes, financial stability and growth and the role of financial markets for the real
economy.

The Leibniz Association connects 89 independent research institutions that range from the natural,
engineering and environmental sciences via economics, spatial and social sciences to the humani-
ties. Leibniz institutes address issues of social, economic and ecological relevance. They conduct
knowledge-driven and applied basic research, maintain scientific infrastructure and provide re-
search-based services. For further information see http://www.leibniz-gemeinschaft.de/en/home/.
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