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Introduction
● For a few weeks now, economic developments in the current year have been dominated by the

war in Ukraine.
● The sanctions that have been adopted are hitting the Russian economy in particular. However,

German companies are also affected when existing trading partners disappear or supply chains
are broken. (Only 2,1 per cent of Germanys exports are shipped to Russia.)

● Citizens in Germany are feeling the effects of the conflict above all through the sharp rise in
energy prices.

● High inflation rates are likely to dampen private consumption over the course of the year.
● Similarly, the increased uncertainty is likely to lead to a reluctance to invest and a negative effect

on global trade.
● The extent of these effects and what they mean for GDP growth cannot be reliably quantified at

present. The indicators used in economic reporting to assess the economic situation have a
time lag of one to two months. Recent GDP forecasts have been cut in half to 2,1 per cent.

● The most recent indicators are from the end of January. At that time, the German industrial
economy was in good shape: industrial production rose again in January, having already
increased in the previous three months.

● As a result, industry appeared to be coping increasingly well with supply bottlenecks for key
inputs and raw materials. Accordingly, the mood among manufacturing companies had also
brightened further.

● The boom on the labor market also continued: registered unemployment fell further in February
and employment increased in January. At the same time, retail sales recovered after weak
Christmas sales.

● However, the inflation rate remains a cause for concern: It was 5.1 per cent in February 2022,
driven mainly by a further increase in energy prices.

● Further price level developments can hardly be reliably predicted because neither the duration
nor the outcome of the war can be foreseen at present.

● As Germany imports 50 per cent of its gas from Russia, prices for this energy source are closely
linked to developments in Russia's war against Ukraine.

● Although forward contracts recently indicate some easing in energy prices over time, this is
starting from a highly volatile and very high level.

● Germany will have to pay significantly more for energy in 2022 than in previous years.
● As price levels were already very dynamic in the run-up to the current highs in energy prices due

to supply bottlenecks for key input products, significantly higher inflation rates are also expected
in the coming months.

1) Inflation

● February 2022
o The inflation rate in Germany, measured as the year-on-year change in the consumer

price index (CPI), stood at +5.1% in February 2022, thus remaining at a high level
o Delivery bottlenecks and significant price increases at upstream stages in the economic

process, especially regarding energy products, had a major impact on the inflation rate
recently
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● January 2022
o Inflation rate stood at +4,9%
o The inflation rate remains high although base effects have no longer applied since

January 2022
▪ These base effects had an upward effect on the inflation rates in 2021 and were

caused by the temporary reduction of value added tax rates and the sharp
decline in mineral oil product prices in 2020

● 2021
o Consumer prices in Germany rose by 3.1% in 2021 on an annual average compared with

2020
▪ The main reason was the high monthly inflation rates in the second half of 2021

o In December 2021, the inflation rate stood at +5.3%
▪ It thus reached its highest level in 2021 at the end of the year

Source:
Federal statistical Office of Germany 11.03.2022 / 19.01.2022
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/03/PD22_100_611.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/01/PD22_025_611.html

2) Gross domestic product (GDP)

● 2021
o According to first calculations of the Federal Statistical Office (Destatis), the price

adjusted gross domestic product (GDP) was 2.9% higher in 2021 than in 2020
● 4th quarter of 2021

o The gross domestic product (GDP) fell by 0.3% in the fourth quarter of 2021 on the third
quarter of 2021 upon adjustment for price, seasonal and calendar variations

▪ After economic performance had increased again last summer despite growing
delivery bottlenecks and material shortages, the recovery of the German
economy came to a halt at the end of the year due to the fourth Covid-19 wave
and another reinforcement of Covid-19 preventive measures

o GDP was down 1.1% in the fourth quarter of 2021 compared with the fourth quarter of
2019, the quarter before the Covid-19 crisis began

Source:
Federal statistical Office of Germany (Destatis) 25.02.2022
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/02/PD22_074_811.html

3) Consumer Spending / Household consumption

● 4th quarter 2022
o After two quarters with considerable increases, household spending was down 1.8% in

the fourth quarter of 2021 compared with the third quarter of 2021
▪ The restrictions imposed in the course of the fourth Covid-19 wave put the

brakes on household final consumption expenditure
● 2021

https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/03/PD22_100_611.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/01/PD22_025_611.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/02/PD22_074_811.html
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o The consumption behaviour of households in Germany was strongly affected by the
Covid-19 preventive measures

o The Federal Statistical Office (Destatis) reports that, based on the national accounts
concepts, price adjusted household final consumption expenditure in the domestic
territory was 0.2% lower in 2021 than in 2020 and thus down 5% from the pre-crisis level
of 2019

Source:
Federal statistical Office of Germany (Destatis) 25.02.2022 / 15.03.2022
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/02/PD22_074_811.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/03/PD22_112_811.html

4) Price developtment

a. Raw materials / ressources

● Comparison January 2022 & January 2021
o Prices of intermediate goods increased by 20.7%

▪ Compared to December 2021 these prices were up 3.1%.
o The highest impact on the price development of intermediate goods had the increase of

metals’ prices, which were 36.9% up on January 2021
▪ Prices of metallic steel and ferro-alloys increased by 51.5%
▪ Prices of non-ferrous metals were up 28.1%

o Especially high were the price increases of secondary raw materials of paper and
paperboard (72.7%), of fertilisers and nitrogen compounds (+67.4%) as well as of
wooden containers (+65.7%)

b. Costs for living

● House price index (3rd quarter of 2021)
o In the third quarter of 2021, the prices of residential property (house price index) in

Germany rose by an average of 12.0% year on year
▪ This was the largest increase in the prices recorded for residential property

transactions for the second time in a row since the beginning of the time series
in 2000

▪ Prices had already risen by 10.8% in the 2nd quarter 2021 compared with the
2nd quarter 2020

o The Federal Statistical Office (Destatis) also reports that the prices of dwellings and of
single-family and two-family houses were up by an average of 4.2% compared with the
previous quarter

c. Energy

● Comparison February 2022 & February 2021
o Especially the rise in energy product prices (+22.5%) was markedly higher than overall

inflation (January 2022: +20.5%)

https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/02/PD22_074_811.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/03/PD22_112_811.html
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o Motor fuel prices increased 25.8% and household energy prices 20.8%
o Price rises were recorded especially for heating oil (+52.6%), natural gas (+35.7%) and

electricity (+13.0%)
▪ In addition to crisis-related effects, the increase in the CO2 charge from 25

euros to 30 euros per tonne of CO2 had an impact here

d. Consumer goods

● Non-durable consumer goods
o Prices of non-durable consumer goods increased by 6.7% compared to January 2021

and rose by 2.0% compared to December 2021
o From January 2021 to January 2022 food prices increased by 8.4%

▪ Especially high was the price increase of crude vegetable oils (+58.5%)
▪ Butter prices rose by 61.1%, coffee prices by 14.7%

● Capital goods
o Prices of capital goods rose by 5.3%

▪ This was the highest year-on-year change since December 1982 (+5.4%)
o The highest impact on the price development of capital goods had the increase of

machine prices, which were 6.0% up on January 2021, followed by vehicels’ price
development by +3.8%

o Parts and accessories of computing machines were up 21.2% and of metal structures
and parts of structures 20.1%

● Durable consumer goods
o Prices of durable consumer goods increased by 6.2% compared to January 2021, mainly

caused by the price development of furniture (+8.5%)

Source:
Federal statistical Office of Germany (Destatis) 11.03.2022 / 21.02.2022 / 22.12.2021
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/03/PD22_100_611.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/02/PD22_069_61241.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2021/12/PD21_593_61262.html

https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/03/PD22_100_611.html
https://www.destatis.de/DE/Presse/Pressemitteilungen/2022/02/PD22_069_61241.html

