
CEE analysis: Juraj Kotian, Katarzyna Rzentarzewska, Jakub Cery
contribution on Germany: Gerald Walek

Note: Past performance is not necessarily indicative of future results.
CEE8: Croatia, Czechia, Hungary, Poland, Romania, Slovenia, Slovakia, Serbia
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The German economy has stagnated for the 
last couple of quarters and has been facing 
structural challenges alongside cyclical 
fluctuations. The development of the CEE 
region is closely tied to the German 
performance.



German weakness and structural challenges that economy 
is facing worry region

November 23

• Although the share of exports to Germany declined over the last two 
decades, Germany remains the main trading partner of the region.

• The gross value added in German exports is twice as high as in final 
demand. Growth of German exports is thus particularly important for 
the prospects of industry in CEE.

• GDP growth in Germany and CEE is strongly correlated. Czechia would 
be the most impacted country from any shock to German growth. 
Interestingly, Romania sees the second highest impact, but the shock 
recedes quickly. For Poland and Slovakia, the bottom point of the impact 
comes with a delay of one quarter.



Germany is number one trading partner for CEE, but share
of exports to Germany went down over last decades

November 23
Source :Trade Map, Erste Group Research

Germany is main trading partner for CEE countries
Czechia exports roughly one third of goods to Germany, 
Hungary and Poland a quarter of it. Croatia is the least 
exposed to the German economy with roughly 10% of 
total exports going to Germany.

Share of exports to Germany declined across region
Compared to two decased ago, the share of exports to
Germany declined the most in Hungary and Slovakia. In 
Romania and Serbia, it marginally increased, on the other
hand.
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Share of CEE value
added embedded in 
German economy

November 23

Source :Eurostat, Erste Group Research

In every CEE country the value added 
embedded in German exports and final 
demand to total value added differs from 
12.5% in Czechia to 5.7% in Romania.

It is worth pointing out that valued added
in German exports is twice as high as 
incase of share of value added in final 
demand. The performance of German 
exports thus seems to be of particular 
importance for the region.

From that perspective, the recent 
slowdown in the growth of German 
exports is a negative factor for CEE 
development.

3.6%
3.0% 2.7% 2.9% 2.6%

0.6%
1.7%

8.9%

7.9%

7.1% 6.3%

5.7%

5.6%
4.1%

12.5%

10.9%

9.8%
9.2%

8.3%

6.3%
5.7%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

Czechia Hungary Poland Slovakia Slovenia Croatia Romania

VA in German domestic demand VA in German exports



Share of value added
exported to Germany 
by industry

November 23

Source :Eurostat, Erste Group Research

Looking across the industries, wholesale 
and retail trade has the highest share in 
the gross value added exported to 
Germany (17% of total value 
added), followed by transport equipment 
(10% of total value added).

Another strong industry is business sector 
services, which includes companies 
providing administrative and technical 
support to German firms. Chemicals, 
metal industry and transportation are also 
significant, in line with CEE’s economic 
structure. 

Wholesale and 
retail trade, 17%

Transport 
equipment, 10%

Other business 
sector services, 9%

Chemicals, 8%

Land and pipeline 
transport, 8%

Basic metals, 7%

Computer and 
electronic 

equipment, 5%

IT services, 5%

Other, 33%



Weak market sentiment in Germany is source of pessimism 
in region
Manufacturing PMI Index in Germany and selected CEE 

countries
Export expectations for months ahead in Germany are 

weakest since 2008/2009 (excl. pandemic)

-60

-50

-40

-30

-20

-10

0

10

20

30

2
0

0
3

-Q
1

2
0

0
3

-Q
4

2
0

0
4

-Q
3

2
0

0
5

-Q
2

2
0

0
6

-Q
1

2
0

0
6

-Q
4

2
0

0
7

-Q
3

2
0

0
8

-Q
2

2
0

0
9

-Q
1

2
0

0
9

-Q
4

2
0

1
0

-Q
3

2
0

1
1

-Q
2

2
0

1
2

-Q
1

2
0

1
2

-Q
4

2
0

1
3

-Q
3

2
0

1
4

-Q
2

2
0

1
5

-Q
1

2
0

1
5

-Q
4

2
0

1
6

-Q
3

2
0

1
7

-Q
2

2
0

1
8

-Q
1

2
0

1
8

-Q
4

2
0

1
9

-Q
3

2
0

2
0

-Q
2

2
0

2
1

-Q
1

2
0

2
1

-Q
4

2
0

2
2

-Q
3

2
0

2
3

-Q
2

Export expectations for the months ahead, balance of answers

40

45

50

55

60

65

70

40 45 50 55 60 65 70

German vs. Czech PMI 1Q11-3Q23 German vs. Hungarian PMI 1Q11-3Q23

German vs. Polish PMI 1Q11-3Q23

November 23

Source :S&P, European Commission, Erste Group Research



German exports and growth of industry in region go hand in 
hand

Industrial output growth in CEE4 and German exports, 3-month moving average, percent y/y
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Although growth rates correlate strongly, level of industrial 
output in Germany and in the CEE region diverged

Industrial output. Index 2015=100 seasonally and calendar adjusted

November 23

Source :Eurostat, Erste Group Research
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Growth rates in Germany and CEE correlate strongly

November 23

Source :Eurostat, Erste Group Research

German vs. CEE8 average annual growth, 
2000-22, percent

German (X axis) vs. CEE8 avg quarterly growth (Y axis), 
1Q15-2Q23, percent y/y

-8

-6

-4

-2

0

2

4

6

8

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

Germany CEE8 average

CEE8 average GDP = 1.2 * Germany GDP + 1.8

-6

-4

-2

0

2

4

6

8

-3 -2 -1 0 1 2 3 4 5

There is a clear relationship between the performance of the German economy and the development of the CEE 
region. However, the size of economic contraction in Germany matters. The correlation between Germany and 
respective countries differs, obviously. German growth correlates the most with GDP in Czechia, Hungary, Slovenia 
and Slovakia, the least with GDP in Serbia.



Growth response to 
German shocks

November 23

Source :Eurostat, Erste Group Research

To quantify the relationships between CEE 
economies and Germany, we used a 
(Bayesian) Global Vector Autoregression 
Model (BGVAR), whose sole purpose is to 
model relations among complex entities.

The responses to a -0.5% q/q shock to 
German GDP follow expectations. Czechia 
is the most impacted country; from the 
very moment the shock occurs until the 
end of the observation period. 
Interestingly, Romania sees the second 
highest impact at T+0, but the shock 
recedes quickly. For Poland and Slovakia, 
the bottom of the impact comes with a 
delay of one quarter, and the absorption is 
also much slower than in Romania or 
Hungary.
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Why Romania is so 
sensitive to German 
shock?

November 23

Source :Eurostat, Erste Group Research

Although Romania has the lowest share of 
gross value added in German exports and 
final demand, it is affected quite strongly 
in case of shock to German growth.

One reason behind such response maybe 
that Romanian car manufacturing value 
chains provide mostly low value-added 
components. Romanian suppliers are 
smaller and prone to be less integrated in 
the value chains also due to geographical 
distance. It would thus seem natural for 
German manufacturing in face of lower 
demand to cut orders from the less 
important and more distant suppliers to 
save the costs, as well.
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Export/import ratio 
response

November 23

Source :Eurostat, Erste Group Research

The ratio between exports and imports 
also reacts to a negative shock to 
German output. The most affected is 
Hungary, where we see a decline in the 
ratio by -0.15* as the German economy 
struggles. Czechia follows a similar path, 
albeit at a smaller magnitude from the 
beginning. Slovakia recovers quickly, 
while Romania, Poland and Croatia seem 
to be relatively unaffected.

Almost all countries converge to 
equilibrium after five quarters, except for 
Romania, which actually sees a slight 
uptick in the export/import ratio in this 
period. However, for this country, the 
confidence intervals were quite 
substantial, so the trajectory should be 
taken with caution.

*If exports and imports are equal, the ratio is one.
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Source :Eurostat, Erste Group Research

Germany's economy has already been below-
average compared with the other Eurozone 
countries since mid-2021. Germany's high 
dependence on manufacturing and global trade 
play a key role in this development. The 
economic model, which relied on cheap Russian 
gas imports and high-quality industrial exports, 
seems to have come to an end.



Stagnating German 
economy

November 23

Source :Eurostat, Erste Group Research

Germany's economy has already been 
stuck in a phase of stagnation for several 
quarters. A comparison with the growth 
momentum of the Eurozone shows that 
Germany's growth has already been 
below-average compared with the other 
Eurozone countries since mid-2021.

Germany's high dependence on 
manufacturing and global trade play a key 
role in this development. While the 
average contribution of the manufacturing 
sector to value added in the Eurozone is 
around 17%, Germany's contribution is 
significantly higher at 21%. 85
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Trends in industrial production in Germany

November 23

Source :Eurostat, Erste Group Research

Year-on-year production dynamics in the whole
manufacturing sector vs. the energy sector

Long-term performance of the whole manufacturing
sector vs. the energy sector
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Energy production (except section E) in Germany, 3MMA % yoy
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Manufacturing in Germany, Index 2015=100

Energy production (except section E) in Germany, Index 2015=100

Following an overshoot at the height of the pandemic, the manufacturing sector has been facing continuously 
declining demand since the end of 2021. The energy sector is in a particularly weak condition, marking more than 
a 20% decline y/y in the second half of 2023.



Stagnation in world
trade hits German 
manufacturing

November 23

Source :Eurostat, Erste Group Research

The weakness of global manufacturing is 
reflected in continued stagnation in world 
trade. After overshooting in 2021 and 2022, 
the volume of world trade during the last 
few months has again fallen well below the 
growth trend of recent years. 

Given the high importance of foreign trade 
for the German economy (German exports 
account for around 50% of GDP), this 
development is hitting Germany harder than 
average.
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No electricity 
production from 
nuclear power plants

November 23

Source :IEA, Erste Group Research

Germany decided not to produce electricity 
from nuclear power plants and has no 
nuclear power plants in use as of April 
2023. In Europe, there are 168 nuclear 
power plants in use and another 10 under 
construction.

A sustainable electricity supply seems 
essential for securing economic 
development. Higher levels of GDP are 
correlated with greater electricity use. 
Historical evidence suggests that energy 
consumption and growth are strongly 
related.
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China remains main
trading partner for
Germany

November 23

Source :Trade Map, Erste Group Research

Since 2016, China has become Germany’s 
main trading partner. Furthermore, 
Germany has a significant degree of 
dependence on China for imports of 
strategic inputs. The key German 
industries are also dependent on Chinese 
domestic demand.

The share of German exports to China 
peaked in 2020 and since then has been
falling.
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Automotive sector
threatened

November 23

Source :IEA, Erste Group Research

Germany’s car making is also under threat 
from China. China has become the world’s 
leading exporter of electric cars, with a 
35% share in 2022, compared to 25% in 
2021.

China announced it will require export 
permits for some graphite products to 
protect national security. China is the 
world's top graphite producer and 
exporter. It also refines more than 90% of 
the world's graphite into the material that 
is used in virtually all EV battery anodes.
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Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated subsidiaries "Erste Group") independently and objectively as other information pursuant to the 
Circular of the Austrian Financial Market Authority regarding information including marketing communication pursuant to the Austrian Securities Supervision Act. This publication serves interested investors as 
additional source of information and provides general information, information about product features or macroeconomic information without emphasizing product selling marketing statements. This publication does 
not constitute marketing communication pursuant to Art. 36 (2) Austrian Securities Supervision Act as no direct buying incentives were included in this publication, which is of information character. This publication 
does not constitute investment research pursuant to § 36 (1) Austrian Securities Supervision Act. It has not been prepared in accordance with legal requirements designed to promote the independence of investment 
research and it is not subject to the prohibition on dealing ahead of the dissemination of investment research. The information only serves as non-binding and additional information and is based on the level of 
knowledge of the person in charge of drawing up the information on the respective date of its preparation. The content of the publication can be changed at any time without notice. This publication does not 
constitute or form part of, and should not be construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and neither this publication nor anything contained herein shall form the 
basis of or be relied on in connection with or act as an inducement to enter into any contract or inclusion of a security or financial product in a trading strategy. Information provided in this publication are based on 
publicly available sources which Erste Group considers as reliable, however, without verifying any such information by independent third persons. While all reasonable care has been taken to ensure that the facts 
stated herein are accurate and that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its representatives and employees) neither expressly nor tacitly makes any 
guarantee as to or assumes any liability for the up-to-dateness, completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to websites of entities mentioned in this document, 
however the inclusion of a link does not imply that Erste Group endorses, recommends or approves any material on the linked page or accessible from it. Neither a company of Erste Group nor any of its respective 
managing directors, supervisory board members, executive board members, directors, officers of other employees shall be in any way liable for any costs, losses or damages (including subsequent damages, indirect 
damages and loss of profit) howsoever arising from the use of or reliance on this publication. Any opinion, estimate or projection expressed in this publication reflects the current judgment of the author(s) on the date 
of publication of this document and do not necessarily reflect the opinions of Erste Group. They are subject to change without prior notice. Erste Group has no obligation to update, modify or amend this publication or 
to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. The past performance of 
securities or financial instruments is not indicative for future results. No assurance can be given that any financial instrument or issuer described herein would yield favorable investment results or that particular price 
levels may be reached. Forecasts in this publication are based on assumptions which are supported by objective data. However, the used forecasts are not indicative for future performance of securities or financial 
instrument. Erste Group, its affiliates, principals or employees may have a long or short position or may transact in the financial instrument(s) referred to herein or may trade in such financial instruments with other 
customers on a principal basis. Erste Group may act as a market maker in the financial instruments or companies discussed herein and may also perform or seek to perform investment services for those companies. 
Erste Group may act upon or use the information or conclusion contained in this publication before it is distributed to other persons. This publication is subject to the copyright of Erste Group and may not be copied, 
distributed or partially or in total provided or transmitted to unauthorized recipients. By accepting this publication, a recipient hereof agrees to be bound by the foregoing limitations. This document is only made to or 
directed at investment professionals (as that term is defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial promotion) Order 2005 (“FPO”)) or to persons for whom it would otherwise be 
lawful to distribute it. Accordingly, persons who do not have professional experience in matters relating to investments should not rely on this document.
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