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Upswing in East Germany has slowed, but continues —
implications of the joint forecast of the German economic
research institutes in autumn 2018 and of official data for the
Eastern German economy in the first half of 2018

The German institutes forecast a slowdown in the cyclical upswing in Germany.
Foreign demand, in particular from other euro area countries, has eased, and
capacity constraints make it increasingly difficult for companies to expand
production. Both arguments apply to East Germany as well: high vacancy rates
indicate that labour may be even scarcer than in the West despite higher
unemployment. Moreover, a particularly high proportion of East German exports
go to other European countries. Important drivers of growth in the East, however,
are still intact: unlike the manufacturing sector, services have been rising a bit
faster in recent years in East Germany than in the West. Providers of services
benefit from significantly rising disposable incomes of private households, as
employment is currently expanding healthily and at only a slightly slower pace
than in West Germany, despite poorer demographic conditions. Retirement
pensions in East Germany have also been increased considerably.
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All in all, the Halle Institute for Economic Research (IWH) - Member of the Leibniz
Association predicts an increase in East German gross domestic product by 1.5%
for the year 2018 (Germany as a whole: 1.7%), after 1.9% in 2017. In 2019, East
German production is likely to expand at a slightly different rate (1.7%). The
unemployment rate is expected to fall from 7.6% in 2017 to 6.9% in 2018 and
6.6% in 2019 (Germany in 2017: 5.7%, 2018: 5.2 %, 2019: 4.8%).
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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 —,IWH conducts economic research and provides economic policy recommendations. which
are founded on evidence-based research. With the IWH’s guiding theme “From Transition to Euro-
pean 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 inferest for the institute are macroeconomic dynamics and stability. microeconomic inno-
vation 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 93 independent research 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
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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