
Snap | 14 March 2025 1

THINK economic and financial analysis

Snap  |  14 March 2025   GERMANY

Germany’s historic fiscal package looks
like a done deal
A political deal in Berlin suggests a key fiscal package and changes to the
debt brake will receive the needed two-thirds majority at next week s
vote. The risk of failure has clearly come down to close to, but not
entirely yet, zero

After long negotiations between the CDU/CSU, SPD and the Greens, a deal appears to have
been reached to secure a two-thirds majority for the announced fiscal package at the official
vote in the German parliament next Tuesday. The parties agreed to some changes to the
original proposals; of the €500bn infrastructure fund, €100bn will immediately be channelled
into the Climate Transition Fund. The remainder of the fund remains dedicated to additional
infrastructure investments, with €300 billion designated for the federal government and €100
billion for the state governments. The planned changes to the debt brake remain basically
unchanged, with only a small addition that costs for intelligence agencies should also be
included in total defence spending. The overall plan to exempt defence spending of more than
1% GDP from the debt brake as well as allowing state governments to run small deficits
remained intact.
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Today's deal should have ensured the needed two-thirds
majority for next week's vote
Today's political deal should have ensured a two-thirds majority in the German parliament at
next Tuesday’s vote. Nevertheless, the chance of a surprise failure is still not zero. There are
many MPs from the SPD, Greens and CDU/CSU who will not return to the next parliament. It is
far from guaranteed that these ‘leavers’ will show up at the vote next week or stick to ‘party
discipline’. We might even see Friedrich Merz, Germany's likely chancellor-to-be, travelling
across the country to gather all of the MPs and ensure they arrive in Berlin to vote.

For now, it looks as if Merz has successfully navigated his first major political challenge,
ensuring the much-needed support for an impressive fiscal package and historical change to
the fiscal debt brake. The caveat to all of this remains that these measures alone, impressive
as their size might be, will do very little to improve the economy’s competitiveness. Modern
infrastructure is essential for one of the world's largest economies, but it doesn't inherently
drive innovation, sector transformation, or new growth opportunities. Regardless, the chances
of a cyclical rebound in the German economy on the back of positive sentiment effects and
later actual spending, have clearly increased. How long this cyclical rebound will last and
whether it could become a structural recovery will highly depend on the official coalition talks
that are now underway.

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.,

mailto:carsten.brzeski@ing.de


THINK economic and financial analysis

Snap | 14 March 2025 3

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.

https://www.ing.com

