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German industrial production improved in
March
The bottoming out of German industry continues. Combined with
frontloading effects in exports, the first quarter of the year ended on a
positive note
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German industry continued its erratic performance in March, ahead of expected trade escalations.
Industrial production increased by 3% month-on-month, from -1.3% in February, bringing a
positive end to the first quarter. On the year, industrial production was still down by 0.2%.

At the same time, the frontloading of exports continued, anticipating a further escalation of trade
tensions, with an increase of 1.1% MoM, from 1.9% MoM in February.

Continued bottoming out
While industrial production is still some 9% below its pre-pandemic level, recent months have
shown clear signs of bottoming out. A trend that, despite US tariffs, could continue in the first
months of the second quarter, as industrial orders have also improved and inventory levels have
started to come down.
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However, while these are clear ingredients for a typical cyclical rebound, the imposed tariffs of
10% on European goods as well as higher tariffs on automotives will still weigh on German (and
European) industry. By how much will become clear over the next few months. In this regard, the
stronger euro exchange rate is like an additional tariff on top of the official tariffs.

And there are more potential impediments to German industry which have nothing to do with
tariffs; water levels in Germany’s rivers are currently at almost unprecedentedly low levels for this
time of the year. Vessels can currently only transport around 50% of their normal cargo.

On a more positive note, despite the very clumsy start – or maybe because of this – the new
German government is likely to speed up its investment plans and possibly also reform plans,
which should support industry at least in the second half of the year. Also, the very erratic policy
announcements by the US administration seem to have brought some concerns about the rule of
law in the US, lowering the risk of German companies actually relocating production to the US. And
finally, lower oil prices should also bring some solace to Germany’s energy-intensive industry.

All in all, it looks as if German industry will be bouncing between two extremes: a cyclical rebound,
supported by fiscal stimulus, and ongoing trade tensions, combined with a stronger exchange rate
and high uncertainty.

Author

Carsten Brzeski
Global Head of Macro
carsten.brzeski@ing.de

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

mailto:carsten.brzeski@ing.de
https://www.ing.com

