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German unemployment at lowest level since
1990
Solid as a rock. The strong German labour market remains an important
growth engine, but also shows why significant wage increases in the
entire Eurozone are still way off.
German unemployment dropped by 60,200 in October (not seasonally adjusted), bringing the total
number of unemployed to 2.389 million; the lowest number since November 1990. In seasonallyadjusted terms, unemployment dropped by 11,000, leaving the seasonally-adjusted
unemployment rate unchanged at 5.6%

Solid as a rock
The German labour market remains solid as a rock. In fact, survey indicators suggest that the
positive trend will continue. Recruitment plans in the manufacturing sector are at their highest
level since 2011 and the Federal Labour Agency’s official index for labour demand has been on a
continuous upward trend since early 2015, reaching new all-time-highs almost every month.
Against this backdrop, the labour market will remain an important growth driver for the entire
economy. Interestingly, the influx of refugees has so far hardly appeared in the labour market
data; a sign that asylum applications and integration take longer than previously anticipated.

Low unemployment does not equal higher wages
The German labour market is not only the showcase for the entire Eurozone, it is also the best
illustration of why wage increases are unlikely to accelerate anytime soon in the Eurozone. Since
March 2009, total German employment increased by more than four million. Most jobs have been
created in the service sector, many of them in the healthcare and social sector. The financial
industry, as well as most parts of the manufacturing industry, however, saw employment
dropping by some 200 000 during the same period. Also, the size of the low-wage sector is
currently still close to its all-time high from 2014 when some 7.8 million people were employed in
a so-called low-wage job.

German case illustrates structural factors limiting room for higher wages
In our view, these numbers and the broader case of the German labour market nicely show the
structural factors limiting upward pressure on wages despite low unemployment. We believe
these structural factors are globalisation, automation and digitalisation, all three are increasing
competition and putting jobs above pay rises. This is why, on average, nominal wages have only
increased by some 2% per year since 2009 and why significant wage increases are unlikely. The
fact that German IG Metall, one of the strongest unions, is not only pleading for higher wages but
also for reduced working weeks seems to strengthen our argument.
All in all, the German labour market remains an impressive engine for the entire economy. At the
same time, the German labour market also illustrates why significant wage increases are still way
off for the entire Eurozone, providing further analytical arguments for the ECB’s dovish tapering.
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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 NV 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. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). 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.

ing.com/think

3

