
Snap | 29 August 2025 1

THINK economic and financial analysis

Snap | 29 August 2025 Germany

German unemployment at highest level
in more than 10 years
The number of unemployed people has increased above the three-
million mark for the first time since 2015, providing further evidence
that a long period of economic stagnation eventually takes a toll on
the labour market

In Germany, three million is not just a number. In the context of the labour market, it represents a
symbolic threshold - one that separates strength from weakness. Although this benchmark is
entirely arbitrary, today’s labour market data will probably leave a larger mark on the public
debate than the trend of the last few years. According to the just-released data, German
unemployment rose by 45,700, bringing the unemployment figure to 3.025 million, the highest
level since early 2015. Seasonally-adjusted unemployment dropped by 9,000, keeping the
unemployment rate unchanged at 6.3%.
 
Despite the symbolic weight of the three-million mark, the deterioration of the German labour
market is not a sudden development but part of a longer trend. Since reaching a low of 2.2 million
in May 2022, the number of unemployed has steadily increased. This trajectory reflects textbook
economics: with the economy effectively stagnating for over five years and industry facing severe
structural challenges, a worsening of the labour market was just a matter of time.
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Things will get worse before they get better
Looking ahead, the tentative signs of a bottoming out of the labour market have given way to a
more pessimistic outlook. At least in the short run. After some improvements in the spring,
recruitment plans in both industry and services have moved sideways, and the number of
vacancies is still dropping. However, a few indicators, like the labour agency’s own sentiment
indicator and social media hiring indicators, do at least point to some bottoming out. At the same
time, ongoing announcements of potential cost-cutting measures in the automotive and other
industries, and the continuing increase in the number of bankruptcies, suggest that things could
get worse before they get better. 

To be clear, the demographic impact on the labour market and ongoing labour shortages should
prevent a sharp worsening, and the market remains far from revisiting the symbolic - and once
alarming - milestone of five million unemployed, a figure that triggered the economic reform
agenda of the early 2000s. Still, even if the increase in the number of unemployed remains
gradual, the risk of an underlying loss in disposable income and broader economic prosperity is
high. 
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