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1. GLOBAL ECONOMIC SITUATION AND OUTLOOK 

Up until this fall, the economic picture in individual countries and regions has remained 

mixed. In our view global economic activity will again expand only moderately this year 

and growth will actually come in just below last year's figure at 2.4%. A slightly more 

dynamic pace of growth in the advanced economies as a whole, buoyed, in particular, by 

the ongoing recovery in the euro area, is being offset by a continued and marked slow-

down in growth in the emerging markets. This is further exacerbated by the sustained 

contraction in Brazil and Russia. Given the important role China plays as a sales market 

and consumer of raw materials, the slowdown in the Chinese industrial sector is having 

a knock-on effect on other emerging markets as well. With the slide in commodity prices, 

primarily as a result of an expansion in supply in the past few years, and given the uncer-

tainty as to when and how quickly US monetary policy will return to normal, exchange 

rates have shifted considerably. A measure of uncertainty still lingers as to where the 

economy is headed. In our view, global economic activity will fail to latch on to earlier 

trends next year as well, but the recovery is likely to gather further momentum.  

Lower commodity prices are likely to stimulate the economy in most developed coun-

tries for a while yet. The oil glut is likely to subside only gradually as adjustments contin-

ue to be made on the production side, for example in the US. The upward correction in oil 

prices is likely to be moderate at best, especially if Iran returns to the international oil 

market. Oil prices are likely to average USD 55/barrel in 2016, only marginally up on this 

year.  

Overall, monetary policy will remain very loose, even if the Federal Reserve starts to 

gradually nudge up rates. Even without further central bank action, low interest rates will 

exert more of an impact as access to credit, be it corporate credit within the EMU or 

mortgage loans in the USA, has now improved further.  

 

 

 

The adjustment in exchange rates in the commodity-exporting countries is facilitating a 

diversion of production factors into sectors that are benefiting from enhanced interna-

tional competitiveness and/or lower interest rates. Furthermore, it is safe to assume that 
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the recessionary trends observed in several major emerging markets will gradually run 

their course. All told, emerging market growth momentum is likely to pick up again 

moderately next year. 

As a result, world trade should expand somewhat more strongly after this year’s disap-

pointing performance. 

Emerging markets in choppy waters 

Following the fairly disappointing start to the year for many emerging markets, if any-

thing the situation has become even bleaker as the year has progressed. This applies to 

Latin America in particular. In the second quarter of the year, Brazil's economic output in 

real terms took a hit of just under 2% in a quarter-on-quarter comparison. Current eco-

nomic indicators suggest that the recession has continued into the third quarter, with a 

continued clear downward trend in industrial production and capacity utilization, for 

example. The various corruption scandals have also cast a pall, implicating the country's 

government and even the president, thereby substantially curtailing their ability to take 

action. We expect Brazil's economic output to fall by almost 3% this year. Real GDP is 

likely to fall by a further 1% in 2016 as well. 

Basically, the reasons behind the slowdown in growth in the emerging markets are 

manifold: some countries are grappling with structural problems such as sluggish 

productivity growth. Economies that are heavily reliant on commodity exports have also 

been hit hard by the renewed drop in commodity prices, with some currencies coming 

under severe downward pressure over the past few months. In addition, there are geopo-

litical reasons behind the disappointing economic development in the emerging mar-

kets. Russia is a good example: the Russian economy is currently not only suffering 

severely from the lower energy prices, but also as a result of the economic sanctions 

imposed on the country. Russia's GDP is expected to tumble by 4% in real terms in 2015, 

and a further contraction is likely to follow next year. Last but by no means least: the 

uncertainty surrounding the timing and scale of the turnaround in US interest rates has 

continued to spook emerging mrket financial markets. According to figures from the 

Institute of International Finance (IIF), emerging markets saw net portfolio outflows in 

September for the third time in a row. These outflows are likely to have added up to 

around USD 40 bn in the third quarter as a whole, the highest figure since the Lehman 

collapse in the fall of 2008.  
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During the summer months, however, China became the main 'problem child' of the 

global economy. Disappointing economic data, the slide on the Shanghai stock exchange 

(and how the crisis was navigated by the political decision-makers) and the introduction 

of a more market-based exchange rate regime, the timing of which, at the very least, 

came as something of a surprise, together with an ad-hoc devaluation of the renminbi 

have clearly raised fears that the world's second biggest economy is heading for a hard 

landing. Nonetheless, over a one to two-year horizon, we do not see a pronounced slump 

in the Chinese economy for several reasons: Private consumption remains robust, as the 

latest retail sales data show. In the short term, it is also likely to benefit from the renewed 

appreciable drop in energy prices seen this summer, which bolsters purchasing power. 

Another reason to be optimistic is the ongoing favorable assessment of current condi-

tions in the service sector, in contrast to the manufacturing industry. The service sector 

now accounts for over 51% of the economy, up from only 41% in 2001. And not least, the 

Chinese government and central bank still have enough policy leeway to counter an 

excessive slowdown. Nonetheless, it is becoming increasingly difficult for the Chinese 

government to keep the economy on the  “path of a managed slowdown”. The use of 

stimulatory measures such as an expansion in lending or additional public-sector in-

vestment projects could ultimately end up bloating the already existing macroeconomic 

imbalances, further postponing the much-needed adjustment processes.  We are stick-

ing to our GDP forecast of 6.8% for this year. Next year Chinese economic growth is ex-

pected to slow further to an average of 6.5%  

But it’s not all bad news from the emerging markets. Alongside India, whose economy is 

likely to grow faster than China's at 7.5%, growth in European countries has also been 

pleasantly surprising. The eastern European members of the EU have clearly been able to 

benefit from a revival in growth in their key export market, the euro area. Poland, the 

Czech Republic and Hungary are currently boasting extremely dynamic economic devel-

opment and are likely to grow to the tune of between 3 and 4% in 2015. 

All in all, we expect to see emerging market growth of 3.4% this year. If we ignore 2009, the 

year of the Great Recession, this is the weakest growth for no less than 15 years. For 2016 

we expect to see above all economic stabilization in the major Latin American emerging 

markets and in Russia. At the same time, the eastern European members of the EU are 

likely to continue reaping the benefits of the economic upturn in the euro area. Against 

this backdrop, the emerging markets as a whole are likely to see growth pick up again 

compared with this year to 4%. 

 

 

USA: Hopes for the economy rest on domestic demand 

The US economy remains on the recovery path, although economic activity is fluctuating 

sharply from quarter to quarter. Following an increase in overall output of 3.9% (annual-

ized rate) in the second quarter, marked restraint by companies in stocking up invento-

ries is likely to have substantially stunted growth in the third quarter again. However, the 

indicators show final domestic demand still on a solid upwards path.  Consumption is 

the main driver of the economy, supported by a solid expansion in real disposable in-

come and a marked improvement in the net worth of private households. In September 

car sales hit a new high for the current cycle.  The renewed drop in oil prices since mid-

year is likely to further buoy real private consumer spending since filling stations have 

apparently not yet passed on the decline in full.  At the same time the signs are good that 
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the improvement in residential construction investment, which as a proportion of GDP  

is still well below its longer-term average, is set to continue. Against the backdrop of the 

favorable sales outlook, sentiment among housing construction companies recently 

climbed to its highest level since end-2005. On the other hand, however, the marked rise 

in the external value of the US dollar will continue to weigh on export growth. On the 

fiscal policy front, the government and Congress have recently got closer to achieving a 

deal on federal budget financing in the longer term and the raising of the debt ceiling 

(the latter needed by early November). 

Weaker jobs growth of late does not in our view reflect any fundamental change in the 

underlying economic trend. For one thing, it needs to be taken into account that the 

increase in employment in recent years has been extremely strong compared with GDP 

growth. Business are now presumably intensifying efforts to boost productivity growth. 

The fact that first-time jobless claims remain low suggests that jobs growth will not 

flatten off further. What is more, the number of vacancies has continued to rise over the 

course of the year. Even more moderate jobs growth on a scale of 140,000 jobs a month, 

as witnessed of late, would be enough to push the unemployment rate down further. 

Given a rise in the working-age population to the tune of 0.9% and an unchanged labor 

force participation rate, a monthly increase of a good 110,000 jobs is sufficient to keep 

the unemployment rate stable over the next twelve months.  

Although it has been priming the markets for an interest rate hike before this year is out, 

the Federal Reserve remained on hold at its September meeting as well. The Open Market 

Committee's guidance therefore remained that an increase in the federal funds target 

rate would be warranted should the labor market situation improve further and if the 

Fed is sufficiently confident that inflation is moving back to the target of 2% over the 

medium term.  

Given solid economic data, we think the first interest rate hike is on the cards in the 

fourth quarter. However, vastly different assessments as to when interest rates should 

begin to be normalized have recently emerged from the speeches and other public 

statements made by central bank governors and the presidents of the Federal Reserve 

banks. With the unemployment rate close to what is deemed normal, these incongruities 

evidently reflect lingering uncertainty about the inflation outlook, fueled not least by the 

difficult external backdrop at present. Perhaps conclusive evidence of a pickup in wage 

growth is needed to confirm that the trend in inflations is indeed upwards. 

Eurozone 

The eurozone economy is coming on nicely, even if not strongly enough to kindle real 

enthusiasm on the financial markets. We expect to see GDP growth of 1.5% for this year 

(after 0.9% in 2014). Next year eurozone economic growth is likely to edge up slightly 

further to 1.7%. In the process, there has been a shift in the forces driving growth: Germa-

ny is no longer the sole “tower of strength”. Instead, former program countries like Ire-

land and Spain are now growing at a rate markedly above the eurozone average. By 

contrast, the recovery in France and Italy, the second and third largest member states 

respectively, is relatively weak. 
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We do not see any real risk of deflation, because the low or negative inflation rates seen 

at the moment first of all reflect necessary cost and price adjustments in the former 

program countries and second, are largely due to the developments in commodity prices 

(stripping out the energy component, the eurozone inflation rate recently came in at 

1.0%, a good percentage point higher than the headline rate). Capacity utilization in the 

industrial sector as well as the service sector of the euro area may leave a lot to be de-

sired, yet as the economic picture improves, inflation will also start to pick up again in 

2016 and is likely to average 1.2%, up from 0.1% this year. Although this is still not in line 

with the 'below, but close to, 2%' inflation norm set by the ECB, we do not think that the 

eurozone economy requires further support from monetary policy. 

The ECB measures taken to date, the drop in the euro exchange rate, lower oil prices and 

the less restrictive fiscal policy are providing sufficient stimuli. Moreover, M3 money 

supply is now growing by around 5% on a year earlier, business lending has moved back 

into positive territory and the latest Bank Lending Survey shows favorable conditions for 

a further pickup in business lending. It is to be hoped that ECB representatives do not 

ultimately feel obliged to fulfil market expectations of further monetary policy loosening 

fueled by their own rhetoric. In our view, the potential negative side effects of QE are 

grave. Catchwords: Market disruptions or financial market bubbles, expropriation of 

savers, delayed clean-up of bank balance sheets and reduced incentives for much-

needed reforms/budgetary consolidation in the eurozone.  
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Our forecast assumes no change in key interest rates until 2017. In principle, an econom-

ic recovery, even if not spectacular, should translate into rising bond yields, yet the ECB's 

unconventional measures will initially serve to anchor EMU yields. The bond purchasing 

program is scheduled to run until at least the end of September 2016 and is then likely to 

be tapered out rather than halted abruptly.  As a result, we do not see yields on 10-year 

German government bonds climbing above ¾% this year nor above 1.5% in 2016.  

2. GERMAN ECONOMY: IMMIGRATION PROVIDES A LIFT 

The German economy is growing fairly steadily at present. This is by all means remarka-

ble given the various impulses – positive and negative – at play this year. The decline in 

commodity prices has boosted purchasing power considerably but is at the same time 

the result of moderate global economic growth. The weakness of a number of important 

emerging markets is weighing on German exports. Simultaneously, the relatively low 

external value of the euro compared with previous years has boosted German exporters’ 

price competitiveness, although the gains have been eroded again somewhat in  recent 

months. The economic impact of the huge wave of refugees is still hard to gauge, but all 

in all demand is likely to be lifted on the back of additional government spending. At the 

same time, however, the influx of refugees is a reflection of global trouble spots, whose 

consequences are now becoming much more noticeable in Germany. This could under-

mine economic expectations. 

 

2.1 Temporary slowdown in exports 

In the first half of this year, exports were one of the pillars of the upturn. The volume of 

goods and services exports grew at an annual rate of almost 7%, far outstripping global 

trade which practically stagnated. However, the outlook for the second half of 2015 is less 

rosy. Incoming orders from abroad in the first two months of the third quarter were 

down by almost 4% on Q2. Although demand from the euro area remains on a clear 

upward trend, non-euro demand virtually collapsed in July and August. However, given 

the special factors frequently seen during the summer months, this does not necessarily 

point to a global downturn. Rather, we think it more likely that demand from North 

America will continue on a positive trajectory for the remainder of the year, while de-
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mand from the emerging markets is likely to stabilize. Nonetheless, export growth in the 

second half of the year will remain very subdued. However, in 2015 as a whole Germany's 

real exports will increase by 5.5%, an estimated 3 to 4 percentage points more than world 

trade.  

 

2016 is unlikely to see a similar above-average performance of German exports as the 

boost from the low euro fades. Nonetheless, the ongoing economic recovery in the euro 

area may well have a positive impact on German exports. All in all, we expect German 

exports to increase by 4% in 2016, while world trade growth at 3 – 4% will exceed the 2015 

figure. 

2.2 Consumption remains the engine 

Real private consumption is expected to increase by a good 2% in 2015, the steepest rise 

since 1999. Aided by the drop in fuel prices and the substantial increase in actual earn-

ings and transfer incomes, real purchasing power actually increased by almost 3% in 

2015. There is a good chance that private consumer demand will continue to rise in 2016. 

Total net labor income will again increase by over 3% in 2016, as already seen in 2014 and 

2015, buoyed by income tax relief. The sharp increase in pensions in mid-2016 and the 

additional transfer spending caused by the refugee influx will push monetary welfare 

benefits up by over 4% in 2016. Although entrepreneurial and property income is esti-

mated to rise by a mere 2.5% in 2016, overall household disposable income looks set to 

rise by 3.2%, after 3.1% this year. Even if consumer price inflation is likely to come in one 

percentage point higher than in 2015 at 1.3%, this still gives an increase in real incomes 

of almost 2%. We do not expect the savings rate to increase any further next year, having 

risen moderately in 2014 and 2015, most likely as a result of stronger income growth. As a 

result, real private consumption is set climb by a brisk 1.8% in 2016. 
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2.3 Equipment investment edging up  

Equipment investment is likely to increase by a good 4% in 2015, as in 2014. However, this 

should not disguise the fact that the investment volume in 2015 has still not returned to 

its 2008 level, although GDP is now around 6% higher than back then. Considering the 

very favorable financing conditions, broadly healthy corporate earnings figures and 

decentcapacity utilization, investment activity is still modest. Widespread uncertainty 

among investors in the wake of the manifold economic crises and geopolitical tensions 

in recent years may well have played a major role. This is compounded by the fact that 

capacity utilization levels in the industrial sector in 2015 are unlikely to exceed the norm.  

That is not the basis for a robust increase in expansion investments. 
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So the picture of sluggish expansion of equipment investment is likely to be little 

changed in 2016. We are penciling in another increase of a good 4%, bringing the average 

investment volume for the year as a whole more or less into line with the 2008 figure.  

2.4 Pickup in construction on the cards 

The backdrop for dynamic construction growth could hardly be better: extremely favora-

ble financing conditions, a jump in housing demand, rising real estate prices and a 

heightened need for public infrastructure investment. In light of this, construction activi-

ty so far this year is on the disappointing side.  Only residential construction has been 

moving up steadily. Commercial and public construction investment in the first half of 

2015 was still down on a year earlier. Both are also likely to register a small decline in 

2015 as a whole.  

Public construction looks set to turn the corner. In 2016, the hefty increase in federal 

funds for infrastructure investment is likely to feed through into an appreciable rise in 

public investment. Additional construction measures will also be needed in light of the 

influx of refugees. 

In 2016, commercial construction is expected to expand moderately at best since expan-

sion investments, especially those in the industrial sector, will remain limited due to the 

risks posed to the global economy by the emerging markets. There may well be a more 

positive development in commercial investment in some domestically-oriented sectors. 

Expansion clearly continues to be the order of the day in residential construction. We 

expect to see residential construction investment grow by 2.5% in 2015 and 3.5% in 2016. 

The growth rates could be even higher given the brisk demand for reasonably priced 

housing in conjunction with immigration and heightened demand for upmarket proper-

ties for investment purposes, were it not for capacity constraints within the construction 

sector and the shortage of plots.  

All in all, construction investment is likely to increase by a meager 1.2% in 2015, climbing 

to 3.1% next year. 

Impact of refugee immigration on population and the labor market 

Between January and September, 577,000 refugees have been registered in the EASY 

system, which regulates the initial distribution of asylum seekers between the federal 

states. However, only 303,000 refugees applied for asylum during that period, since it 

usually takes a certain amount of time before the applications are submitted.  

At the moment, it is hard to predict the scale that refugee migration will assume in the 

future. All we can do is work with scenarios that appear plausible based on prevailing 

conditions. We assume that the refugee influx will continue almost unabated until the 

end of the year, and that the number of refugees registered in the EASY system will 

reach 1,000,000 by the end of the year. A considerable number of refugees are presuma-

bly also living in Germany without having been registered. We assume that in 2016 

political progress will be made at the pan-European level in order to curtail the influx 

and considerably speed up asylum proceedings. We are assuming that a further 

600,000 refugees will enter Germany (and be registered in the EASY system), with the 

influx subsiding substantially over the course of 2016. We estimate that the total num-

ber of asylum applications submitted this year in Germany will reach 500,000 and that 

this number will rise to 700,000 next year.  That the number of asylum applications is 
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lower than the number of EASY registrations is due to the fact that a proportion of 

registered refugees travel on to other EU countries or return to their home country 

without having applied for asylum.  The latter holds particularly true for refugees 

whose chances of obtaining the right of residence are slim.  

Over 175,000 asylum applications have already been processed this year. Protection was 

offered to the refugees in 39.1% of the cases. We expect an appreciable increase in the 

protection rate in the near future, since the number of refugees from the Balkan coun-

tries is likely to drop. Based on these observations, we estimate that the number of 

asylum seekers granted protection will amount to 120,000 this year and 400,000 next. 

As well as the large number of refugees, the high levels of immigration to Germany 

from the EU and countries in eastern and southern Europe, in particular, are also set to 

continue. We estimate that net immigration, excluding refugees, will reach 400,000 in 

both 2015 and 2016.  

Based on these projections, the German population is set to rise sharply both this year 

and next. Even taking into account that some of the refugees will leave Germany with-

out having submitted an asylum application or are deported if the outcome is unfavor-

able, and that there are likely to be approximately 150,000 more deaths than births in 

Germany every year, the population will still increase by 850,000 (a good 1.0%) this year 

and by 450,000 (a good 0.5%) next year. Population growth on that scale obviously has 

an impact on demand, which is relevant from a macroeconomic perspective. 

 

The impact of refugee migration on the labor market takes time to filter through. Rec-

ognized asylum seekers can enter the labor market, while those who have applied for 

asylum and are waiting for their application to be processed can work after three 

months subject to specific conditions. Since many refugees are young adults, a high 

proportion of recognized asylum seekers are of working age. According to our esti-

mates, this year the number of registered individuals of working age who have arrived 

from the so-called asylum source countries (15 countries contributing substantially to 

the influx of refugees in Germany) will increase by 100,000, with a further increase of 

300,000 expected next year.   

According to the German Institute for Employment Research (Institut für Arbeitsmarkt- 
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und Berufsforschung), past experience shows that it takes time to integrate refugees into 

the labor market. Only 8% of refugees of working age find a job within one year of arriv-

ing. This number rises to 50% after 5 years, and to 60% after 10. Even after ten years, the 

employment rate among refugees is significantly lower than among other migrant 

groups.  

Bearing this in mind, the number of people in jobs liable to social security contribu-

tions who have arrived from the asylum source countries is likely to increase by 40,000 

this year and by 60,000 next year. The number of people from these countries who are 

unemployed is estimated to rise by 35,000 in 2015 and by 150,000 in 2016. 

 

2.5 Significant government boost in 2016 

In 2015, the government budget surplus is expected to reach around EUR 26bn, or almost 

1% of GDP. At the same time, this year's fiscal policy is on the expansionary side, due 

especially to the pension package and the increase in long-term care insurance benefits. 

However, it should also be remembered that this year's budget surplus includes one-off 

revenues to the tune of EUR 5.1bn billion, which were generated as a result of radio 

transmission licenses being auctioned off. 

In 2016 the budget surplus will not match that seen in 2015. Given ongoing solid eco-

nomic growth, which pushes up government revenues, this can be attributed mainly to 

two further factors, alongside the disappearance of the one-off effect mentioned above: 

 The government has passed further expansionary fiscal policy measures for 2016, 

including additional investment spending at federal and municipality level through 

the Municipal Investment Promotion Fund (Kommunalinvestitionsförderungsfonds) 

and income tax relief (basic tax allowance, child tax allowance, child benefit, reduc-

tion of "bracket creep"). The net impact of all these measures is likely to be in the re-

gion of EUR 8-9bn. 

 

 The huge influx of refugees is pushing up government outlays on accommodation, 

sustenance and integration in 2015 and probably even more so in 2016. When refu-

gees are accommodated in initial reception facilities, the bulk of spending relates to 

administrative expenses and healthcare costs. Pursuant to the Asylum Seekers 

Benefits Act (Asylbewerberleistungsgesetz), any subsequent benefits tend to be mone-

tary benefits based on the basic social security provision within the framework of 

Hartz-IV standard rates.  It is also possible that some of these benefits will be provid-

ed in the form of benefits in kind. Ultimately, refugees that have been recognized as 

such are entitled to Hartz-IV benefits. In addition to the standard rates and addi-

tional requirements for special groups, a portion of accommodation costs is also as-

sumed. 

 

However, the impact refugee migration is having on state finances is not limited to 

additional transfer expenditure – it also affects government outlays on materi-

als/transport, employee compensation and gross public investment. As a result of the 

refugee influx, there is a need for additional government officials in a variety of areas. 

This does not just include jobs in public administration, but also duties that arise in 

connection with the integration of refugees such as education and professional training.  

We estimate that around 30,000 to 40,000 new jobs will have to be created in the public 

sector. Building, expanding, equipping and managing refugee accommodation all push 
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up state spending. With more money being spent in the healthcare sector, there is a 

particularly pronounced increase in spending on social benefits in kind.  

 

 

We have calculated that the refugee influx will prompt additional public spending to the 

tune of EUR 4.0bn in 2015 and EUR 12bn in 2016 compared with 2014. This is offset 

somewhat by additional revenue from consumption taxes and, to a limited extent, in-

come tax, as well as from social security contributions in the wake of the extra jobs in the 

public sector and the entry of refugees into the labor market. We expect this additional 

revenue to amount to EUR 3bn at best in 2016, leaving a net burden for the state of 

EUR 9bn. From a demand-oriented perspective, this can be seen as a boost to the econo-

my, provided no additional taxes are levied as a result. 

 

Total government spending is likely to increase by 4.0% next year, while total government 

revenue will expand by only 2.9%. As a result, the 2016 state budget surplus will more or 

less halve compared with 2015 to around EUR 12bn. The “black zero” would be more than 

maintained. Thanks to the expansionary fiscal measures and the impact of the refugee 

influx on spending, and under the assumptions made above, the government boost to 

the economy will amount to between EUR 16 and 17bn. 
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2.6 Economic growth to accelerate slightly in 2016 

Since the German economy is likely to grow at a slightly more subdued rate in the second 

half of 2015 as a result of the slowdown in the global economy, GDP can be expected to 

increase by an average of only 1.7% in 2015. However, there is a good chance that eco-

nomic growth will move up a gear next year. The government is providing a boost to the 

tune of 0.6% of GDP, about half of which can be attributed to the impact of the influx of 

refugees. Consequently, we estimate that refugee migration will push up economic 

growth by 0.3 percentage points in 2016. On average, the German economy will grow by 

an average of 2.0% in 2016. 

The short-term impact of the influx of refugees is therefore most likely to be positive. 

Whether the same can be said of its repercussions for the growth potential of the Ger-

man economy in the longer term remains to be seen. This largely depends on whether 

refugees can be successfully integrated into the labor market. The hurdle of integration 

can only be cleared if refugees 

 

have just as good a chance of finding employment as the rest of the population. But past 

experience suggests that this may take 15 to 20 years. Consequently, a massive effort to 

foster integration is required in order to make rapid progress.  
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2.7 Job growth continues, but unemployment also on the up 

Having slowed down considerably at the end of 2014 and in the first half of 2015, due at 

least partly to the introduction of the minimum wage, the increase in employment 

gathered momentum again during the summer months of this year. Over the course of 

the year as a whole, the number of people in work is likely to rise by 250,000. We expect a 

similar increase in employment in 2016 as well.  

The German workforce is now expanding strongly as a result of immigration. This largely 

explains why, despite rising employment, the jobless total has not been falling since the 

spring. Immigration from the EU countries in southern and eastern Europe is set to 

continue on a fairly stable trajectory. We expect that a large number of refugees will gain 

access to the labor market next year, but the number of those who manage to find a job 

quickly will remain very limited. In 2016, migration is likely to increase the workforce 

potential to the tune of between 500,000 and 600,000, as a result of  which jobs growth is 

not expected to be buoyant enough to keep the jobless total constant. We expect the 

number of people out of work to rise by around 100,000 in the course of 2016.  
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DIGRESSION: LONGER-TERM SCENARIO ON THE COSTS OF REFU-

GEE MIGRATION 

On the basis of our estimates, additional government spending due the the influx of 

refugees will climb to EUR 12bn in 2016, while the overall balance will deteriorate by an 

estimated EUR 9bn. That is a hefty burden, but will not yet undermine the solidity of 

public finances. The burden on the state budget could, however, rise considerably in the 

years to come. Essentially, this comes down to two factors: The first  being the number of 

refugees seeking asylum in Germany in the medium term, the second - how successfully 

refugees can be integrated into the labor market. Any forecast in this respect is highly 

speculative. However, instead of forecasts, scenarios can be drawn up based on plausible 

assumptions to illustrate the cost dimensions. 

We have tried to outline such a scenario below, covering the period up to and including 

2025, all the while assuming that the refugee influx will gradually subside. After 700,000 

asylum applications in 2016, this number will then dwindle to 400,000 in 2017, 300,000 in 

2018, 200,000 in 2019 and continue declining by 100,000 a year starting from 2020. Taken 

together, this means that 2.1 million applications will have been submitted within five 

years – between 2015 and 2019. This number will have risen to 3 million by 2025. As a 

result of changes in the asylum procedure, which may well put a damper on migration 

for purely economic reasons, we expect a greater proportion of asylum seekers to have 

their applications for asylum approved. In this scenario, we therefore expect the number 

of refugees staying in Germany and obtaining a right of residence to have grown by 1.3 

million by 2019 and by 1.75 million by 2025. We have also taken into consideration that a 

certain proportion of the asylum seekers that have been recognized as such may leave 

the country. 

Official figures put the costs per asylum-seeker (standard benefits, healthcare, accom-

modation, public-sector personnel) at EUR 12,000 – 13,000 a year. We have used these 

figures to calculate the spending on refugees who do not have a job, assuming an annual 

increase of these costs between 1.5 – 2%. In a scenario that excludes any employment, 

which we have drawn up for comparison only, the gross burden on the state would climb 

from EUR 15bn in 2017 to EUR 26bn in 2025. At the same time, however, the state can 
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count, to a certain extent, on additional revenue (VAT etc) resulting from the demand 

effects of the additional spending. This would place a considerable burden on the state 

budget amounting to EUR 11.5bn in 2017 and EUR 20bn in 2025, according to our calcula-

tions.  

The rate at which this burden is reduced is directly proportionate to the rate at which 

refugees can be integrated into the labor market. Based on figures provided by the Insti-

tute for Employment Research (IAB-SOEP, random sample of migrants) on previous labor 

market integration, we assume that 50% of working-age refugees will have a job five years 

after their arrival, rising to 60% after ten years. So 650,000 more refugees would have a job 

in 2025 than in 2014. However, in our view the extrapolations based on earlier waves of 

immigration are on the optimistic side. 

 

 

 

 

Historic data show that the average monthly wage of refugees who found a job was quite 

low, at EUR 1,100 in the first year, going up to only EUR 1,500 after ten years. This implies 

that the average refugee will be entitled to some public transfer payments for years to 

come. At the same time, there would be additional government revenue of EUR 5.5bn 

(social security contributions, income taxes and VAT revenue) in 2025. All in all, under 

the assumptions made, we estimate that there will be a net burden on the government 

budget of around EUR 10bn in 2020 and EUR 6bn in 2025. For the period 2015 to 2025, this 

would add up to around EUR 90bn.. 
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As always, the evaluations are subject to the following cautionary notes.  

ABOUT THE ALLIANZ GROUP 

Together with its customers and sales partners, Allianz is one of the strongest fina ncial communities. Around 85 

million private and corporate customers insured by Allianz rely on Allianz' knowledge, global reach, capital 

strength and solidity to help them make the most of financial opportunities and to avoid and safeguard 

themselves against risks.  

In 2014, around 147,000 employees in over 70 countries achieved total revenue of 122.3 billion euros and an 

operating profit of 10.4 billion euros. Payouts to customers came in at 104.6 billion euros.  

This business success with insurance, asset management and assistance services is based increasingly on 

customer demand for crisis-proof financial solutions for an aging society and the challenges of climate change. 

Transparency and integrity are key components of sustainable corporate governance a t Allianz SE. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

In so far as forecasts or expectations are expressed in this document or where our statements concern the future, 

these forecasts, expectations or statements may involve known or unknown ri sks and uncertainties. Actual results 

and developments may therefore differ considerably from the expectations and assumptions made.  

Such deviations may arise as a result of, but not limited to, (i) changes of the general economic conditions and 

competitive situation, particularly in the Allianz Group's core business and core markets, (ii) performance of 

financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of 

insured loss events, including from natural catastrophes, and the development of loss expenses, (iv) mortality 

and morbidity levels and trends, (v) persistency levels, (vi) particularly in the banking business, the extent of 

credit defaults, (vii) changes in interest rate levels, (viii) currency e xchange rates including the euro/US-dollar 

exchange rate, (ix) changes in laws and regulations, including tax regulations, (x) the impact of acquisitions, 

including related integration issues, and reorganization measures, and (xi) general competitive facto rs. Many of 

these factors may be more likely to occur, or more pronounced, as a result of terrorist activities and their 

consequences. 

NO DUTY TO UPDATE 

The company is under no obligation to update the information and the forward -looking statements made in this 

report, provided there is no statutory publication requirement. 


