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Fiscal policy will stimulate the East German economy next year
Economic Forecast Fall 2025 for the East German economy

In 2025, the economy in East Germany, as in Germany as a whole,
is likely to do little more than stagnate. In the coming year, fiscal
policy measures will stimulate the economy, but their effects are
likely to be somewhat weaker than in Germany as a whole. The
Halle Institute for Economic Research (IWH) expects the expansion
rate of the East German economy in 2025 to be at 0.3%, slightly
higher than that of Germany as a whole (0.2%). In both following
years , it will rise to 1.1% and 1.2% respectively, which is slightly
less than in the west.
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Sources: Working Group "Regional Accounts” (Arbeitskreis , Volkswirtschaftliche Gesamtrechnungen der
Lander”); Federal Statistical Office; Joint Economic Forecast Autumn 2025.

In its Autumn Report, the Joint Economic Forecast Project Group states that the
German economy will be stimulated by fiscal policy measures over the next two
years. While services, particularly in the public sector, will continue to grow
significantly, only a modest recovery in manufacturing and construction is to be
expected. This applies to East Germany as well, but the recovery will be somewhat
weaker there because manufacturing plays a less important role than in the west.

IWH Press Release 29/2025 page 1

IWI-I"

Halle Institute for Economic Research
Member of the Leibniz Association

Press embargo:
25 September 2025, 11:00 a.m.
CEST

Press contact

Stefanie Miller-Dreifligacker

Tel +49 345 7753 765 and -720
presse@iwh-halle.de

Scientific contact
Oliver Holtemsller
Tel +49 345 7753 800

oliver.holtemoeller@iwh-halle.de

Keywords

business cycle, convergence, East
Germany, East-West comparison,
demography, forecast, Germany,
gross domestic product, labour

market, produc’rion, service sector

Halle Institute for Economic
Research (IWH) — Member of the
Leibniz Association

Tel +49 3457753 60

Fax +49 345 7753 820

Kleine Maerkerstrasse 8
D-06108 Halle (Saale)

Germany

P.O.Box 110361
D-06017 Halle (Saale)
Germany

www.iwh-halle.de


https://gemeinschaftsdiagnose.de/category/gutachten/
mailto:presse@iwh-halle.de
mailto:presse@iwh-halle.de
mailto:oliver.holtemoeller@iwh-halle.de
mailto:oliver.holtemoeller@iwh-halle.de

The slightly higher importance of construction in East Germany compared with the
west will have less of an impact.

“Overall, however, there is little difference in growth dynamics between east and
west,” says Oliver Holtemoller, Head of the Department Macroeconomics and Vice
President at the IWH. After official statistics in March revised East Germany's gross
domestic product for previous years downwards, it became apparent that growth in
East Germany was slightly larger than in all of Germany over the past ten years only
because services in Berlin have grown strongly. Thus, according to the latest
statistical data, East German production expanded by half a percentage point in the
first half of year mainly thanks to the Berlin economy, while production stagnated
in Germany as a whole. Overall, however, the growth of the East German economy
is being slowed by the demographic decline in the labour force. Most recently (June),
employment subject to social insurance contributions in East Germany was 0.4%
below the previous year's level, while in the West it was 0.2% above it.

In 2025, the expansion rate of the East German economy is forecast to be at 0.3%,
slightly higher than that of Germany as a whole (0.2%). In 2026 and 2027, it will rise
to 1.1% and 1.2% respectively, which is slightly less than in the west (see figure).
The unemployment rate is expected to be 7.8% in 2025 and to fall to 7.6% and 7.1%
in the following two years.

Joint Economic Forecast, Autumn 2025 Report (in German):
Joint Economic Forecast: Expansive Finanzpolitik kaschiert Wachstumsschwdache.
Berlin, September 2025.
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The Halle Institute for Economic Research (IWH) — Member of the Leibniz Association was founded in 1992.
With its four research departments — Financial Markets; Laws, Regulations and Factor Markets; Macro-
economics; Structural Change and Productivity —, IWH conducts economic research and provides eco-
nomic policy recommendations, which are founded on evidence-based research. With the IWH's guiding
theme “From Transition to European Integration”, the institute’s research concentrates on the determinants

of economic growth processes with a focus on efficient capital allocation in a national and European
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context. Particular areas of interest for the institute are macroeconomic dynamics and stability, microeco-
nomic innovation processes, productivity and labour markets, the dynamics of structural adjustment pro-

cesses, financial stability and growth and the role of financial markets for the real economy.

The Leibniz Association connects 97 independent research institutions that range from the natural,
engineering and environmental sciences via economics, spatial and social sciences to the humanities.
Leibniz institutes address issues of social, economic and ecological relevance. They conduct knowledge-
driven and applied basic research, maintain scientific infrastructure and provide research-based ser-

vices. For further information, see www.leibniz-gemeinschaft.de/en/.
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