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Berlin, 15™April 2016

Joint Economic Forecast Spring 2016: Upturn Remains
Moderate — Economic Policy Lacks Growth Orientation

Economic research institutes now estimate that gross domestic
product will increase by 1.6 percent in 2016, instead of 1.8 percent
as forecastin autumn 2015.

Table
Key Forecast Figures for Germany
2012 PIK] 2014 2015 2016 2017

Price adjusted GDP

(percentage change over previous year) 0,4 0,3 1,6 1,7 1,6 1,5
Persons in employment' (1 000 persons) 42 060 42 328 42 703 43 032 43 535 43 921
Unemployment (1 000 persons) 2 897 2 950 2 898 2795 2737 2 822
Unemployment rate’ (in %) 6,8 6,9 6,7 6,4 6,2 6,4
Consumer prices’

(percentage change over previous year) 2,0 1,5 0,9 0,3 0,5 1,5
Unit labour costs*

(percentage change over previous year) 3,1 2,0 1,7 1,7 2,5 2,0,
General government financial balance®

EUR billion 2,7 -3,8 8,4 21,2 11,0 9,8

in % of GDP -0,1 -0,1 0,3 0,7 0,4 0,3
Balance on current account

EUR billion 193,6 190,4 212,9 257,5 254,2 263,3]

in % of GDP 7,0 6,8 7.3 8.5 8.1 8.1

! Domestic employment. - 2 Federal Employment Agency concept, unemployed persons as % of civilian labor
force. - 3 Consumer price index (2010 = 100). - * Compensation of employees per hour worked by employees
in relation to labour productivity (per hour worked by persons in employment). - 5 On national accounts
definition (ESA2010).

Sources: Federal Statistical Office, Federal Employment Agency, Deutsche Bundesbank, 2016 and 2017:
forecast by the Institutes.

“The revision was entirely due to the marked cooldown in the world economy at
the end of 2015. Germany’s domestic economy is even stronger today than it was
last autumn,” said Timo Wollmershauser, Interim Director of the Ifo Center for
Business Cycle Analysis and Surveys. Overall, the German economy is experiencing
amoderate upturn. Germany’s working population will continue to grow from 43.0
million in 2015 to 43.5 million in 2016, according to the forecast presented by the
institutes on Thursday in Berlin. Unemployment will rise slightly in 2017, despite
employment growth, since integrating refugees into the labour market is a
prolonged process. The unemployment rate, however, is only expected to increase
minimally from 6.2 percent to 6.4 percent. Additional expenditure related to the
immigration of refugees is one of the main reasons why the fiscal balance is
expected to drop from 21 billion euros in 2015 to 11 billion euros in 2016. Since
the German economy is producing at close to its potential, this surplus is largely

structural. A certain scope for manoeuvre therefore remains in terms of fiscal
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policy. According to the institutes, this should be used to promote growth. The
current orientation of monetary policyin the euro area is deemed appropriate.

The Joint Economic Forecast is produced twice a year on behalf of the German
Federal Ministry for Economic Affairs and Energy. The Ifo Institute, the DIW Berlin,
the IWH and the RWI participated in the spring 2016 forecast.
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IWH List of Experts
The IWH List of Experts gives an overview of the IWH research themes. The institute’s
press office will be pleased to establish contact to the respective experts.

The Halle Institute for Economic Research (IWH) — Member of the Leibniz Association was founded in
1992. With its three research departments — Macroeconomics, Finandal Markets, and Structurd
Change —, the IWH conducts economic research and provides economic policy recommendations,
which are founded on evidence-based research. With the IWH's guiding theme “From Transifion to
European Integration”, the institute’s research concentrates on the deferminants of economic growth
processes with a focus on effident capital allocation in a national and European context. Particular
areas of interest for the institute are macroeconomic dynamics and stability, microeconomic
innovation processes, productivity and labour markets, the dynamics of structural adjustment

processes, financial stability and growth and the role of financial markets for the real economy.

The Leibniz Association connects 88 independent ressarch institutions that range from the natural,
engineering and environmental sciences via economics, spatial and social sciences to the humanities.

Leibniz institutes address issues of social, economic and ecological relevance. They conduct
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knowledge-driven and applied basic research, maintain scientific infrastructure and provide research-

based services. For further information see http: //www.leibniz-gemeinschaft.de/en/home/.
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