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Germany - Stronger euro Dr. Ralph Solveen
weighs on Early Bird

Our leading indicator for the German economy fell by three points to 32 in September.

This means that the Early Bird has fallen by 16 points since February, primarily due to a
stronger euro, which is slowing exports. However, the Early Bird remains clearly in positive
territory due to the continued highly expansionary monetary policy, indicating above-average

conditions for the German economy and suggesting an imminent economic upturn.

Our Early Bird indicator continued its downward trend in September, which has now lasted for

just over six months. It fell by three points to 32 points (table at the end of the text). The stronger
euro is primarily responsible for this decline in recent months (Chart 1). While the indicator of the
German economy's price competitiveness — the real external value of a fictitious Deutschmark —
was still almost 1% lower at the beginning of the year than a year earlier, it was almost 2% higher in
September than in September 2024. This is likely to slow German exports in the coming quarters.
The global economic environment is also rather unfavorable, but at least it has not deteriorated
further in recent months. The widely hoped-for economic recovery is therefore unlikely to be
triggered by a strong increase in foreign demand.
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Chart 1 - Unfavorable environment for exports weighs on Early Bird
Early Bird and the contribution of its sub-components
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Source: Bloomberg, S&P Global, Commerzbank Research

The outlook for domestic demand is more promising. Monetary policy environment is clearly expansionary, and this alone is responsible for the Early
Bird remaining well above zero despite the stronger euro and the continuing unfavorable global economic environment. The ECB's interest rate cuts
are likely to have an increasingly positive impact in the coming months. It should also be noted that the Early Bird does not take into account fiscal
policy, which will also give the economy a noticeable boost next year with significantly higher spending.

The conclusion remains that the Early Bird continues to offer hope for an economic recovery in the coming months. This is likely to be driven more by
stronger domestic demand than by rising foreign demand.

Table 1 - Commerzbank leading indicator for the German economy (Early Bird)

Sep 25 Aug 25 Jul 25 Jun 25 Mai 25 Apr 25 Mrz 25
Early Bird 32 35 34 37 40 33 43

Next publication: 7 November

Source: Commerzbank Research
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