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Fiscal outlook 2026+: Unpacking
Germany's big spending plan

= BiginBerlin: Amassive spending spree is underway to revitalize ageing
infrastructure and bolster the nation's defense capabilities. Following the
loosening of the debt brake, the government has revealed an ambitious
public spending agenda for the next five years. If implemented as planned,
federal debt could increase by a stunning EUR 850 bn until 2029 (c. 20% of
2024 GDP). Though the intensions are clear, it remains to be seen whether
the plan can be executed as rapidly as promised and whether it will have a
longer-lasting positive effect on real GDP growth.
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= Afirstreality check: Fiscal expansionis certainly delayed in 2025, but will
be astory for2026. Amajorreasonisthattheramp-upindefense and public
investment spending is proceeding more slowly than the government had
hoped for. Because of the anticipated underspending at the federal level,
we forecast that the general government deficit (national accounts) will
remain broadly unchanged this year, at 2.6% of GDP (even slightly lower
than the 2.7% in 2024). However, starting in 2026, the fiscal stimulus will
build up, causing the deficit to widen visibly.

= Despite a significant deficit increase in 2026/27, the fiscal expansion is
still likely to fall short of government expectations. Rather than the 4-5%
deficit ratios predicted by the Finance Ministry for the general government,
we foresee deficits of "only" 3.5% of GDP in 2026/27. Our lower forecast is
explained by amuch smaller 2025 base and the dampening effects from the
anticipated +1.5% growth spurt on the cyclical deficit. Concurrently, we
foresee the structural primary deficitto widen by 1.4 pp of GDP in 2026. The
implied fiscal impulse could add about 1 pp to real GDP growth next year.

= The deficit could ultimately peak at about 3.8% of GDP in 2029. This
"terminal” deficit forecast is in line with the government's forecast of
3.75%. We believe that the structural deficit could hit the 4% mark by then,
given the probable full utilization of borrowing margins under the revised
debt brake. However, from 2030, the structural deficit might decline again,
as the front-loading of the SV IK will then expire and the easier national debt
brakerules are unlikely to be permanently compatible with the stricter fiscal
rules at the EU level.

= Persistently low growth potential, high(er) consolidation needs. While
the fiscal expansioniis likely to lead to a 'sugar rush’, its impact on potential
growth mightbe limited. This is because large parts of the extra debt will be
used for higher social spending and subsidies. Already in 2027, the
government needs to close a large financing gap in core budget areas that
must be covered within the regular borrowing limit. Hence, the 2027
budget negotiations could become another test for government cohesion.
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Big in Berlin: The government's big spending vision for 2025-29

Following the far-reaching loosening of the debt brake in the spring, the
government has presented a massive, debt-financed multi-year public spending
program in June/July (see here and here). The goal is, amongst other things, to
upgrade the ageing public infrastructure and to raise the NATO quota to 3.5% of EUR bn

Figure 1: The government plans to
borrow considerably more

GDP. Now that the Bundestag has also passed the 2026 federal budget, we would 200 , gg
like to recap the current status of budget planning for the next five years (2025-29). 150 | 30
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Already this year, total federal spending is planned to rise from about EUR 520 bn 19 . l fg
(c. 12% of 2024 GDP) to above EUR 590 bn (13.2% of 2025F GDP) — an increase in 50 o 1.0
nominal terms of almost 14% (see Figure 3). And for 2026, continuing at a much 0 8:2
higher base, the federal government plans to ramp spending further up by almost 2024 2025 2026 2027 2028 2029
7% to above EUR 630 bn (c. 13.6% of 2026F GDP). In light of this, the government Infrastructure funds (SV 1K) (LHS)
anticipates a drasticrise in its financial deficit. Specifically, it targets the combined mmm Defence exemption (LHS)
deficit of the core budget, the Climate & Transformation Fund (KTF), the m— Military funds (SV BW) {LHS)
Infrastructure & Climate Protection Fund (SV IK), and the Federal Armed Forces Regular core budget (LHS)
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in 2025 and more than EUR 180 bn in 2026. As a share of GDP, the deficit looks set g Z2sedon the federal government's GDP foracasts
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to widen noticeably from 1.5% in 2024 to above 3% in 2025 and 4% by 2026. Even P Bank Research

thereafter, it is targeted to stay above 3.5% (Figure 3).

Figure 2: Ambitious federal

. g .
Figure 3: The federal government's five-year fiscal plan (2025-2029) investment spending plans
EUR bn % GDP EUR bn
[Accoraing 1o fmancial Stalistics 024 2025 20% 2027 202 2020 | 2024 2055 2026 2027 2028 2020
[Total consolidated expenditures (cors budget, KIF. SV IK. SV EW) 520 591 631 618 632 69| 120 132 136 128 128 130 140 3.0
oiw: Core budgel” 6 503 55 508 546 572| 108 118 113 106 111 113
o/w: Climate & Transformation Fund (KTF) (excl. federal subsidies) 7 27 23 2 2 8 09 06 05 05 06 05 120 25
ofw: Infrastructure & Climate protection Fund (SV 1K) 37 8 57 58 59 08 13 12 12 12 .
o/w: Federal Armed Forces Fund (SV BW) 17 24 26 28 04 05 06 06 100 20
[Total consolidated revenue (core budget, KTF) W9 a1 as a5 ase 43| 106 99 o7 93 93 93 .
owr: Core budgel"™ 2 %7 419 430 445 102 94 92 87 87 6| 80
Tax revenues a75 387 37 401 412 424 87 87 84 83 83 83 - 1.5
Other revenues 66 4 39 19 18 20 15 08 08 04 04 04 60
ow/: KTF revenues from carbon pricing 19 21 21 % 28 8| 04 05 05 05 06 o0 40 1.0
[Total consolidated financial balance (core budget, KTF, SV K, SV BW) 5 a7 184 74 __A75 86| a5 33 40 36 35 37
oiw: Core budget 25 82 98 -89 117 27| 06 8 21 19 24 25 20 0.5
o/w: Off-budgetary funds (KTF, SV IK, SV BW) 40 65 8 -85 -5 59| 09 -5 18 18 -2 -2
Climate & Transformation Fund (KTF)"** 23 4 2 05 01 00 0 0.0
Infrastructure & Climate Pprotection funds (SV 1K) a7 58 57 -5 59| 00 08 13 2 A2 -2 .
Federal Armed Forces Funds (SV BW) -17. -24 26 -28 04 05 06 -06 2024 2025 2026 2027 2028 2029
* With the exception of expenditures for debt servicing on the credit market, transfers to reserves, expenditures to cover a cash deficit, and mmm KTF (LHS)

redemption expenditures resulting from non-structural revenues from repaid emergency funds. Excluding expenditures from budgetary clearing
accounts. ** With the exception of revenues from loans from the credit market, withdrawals from reserves, revenues from cash surpluses, and
coinage r . Excluding from b y clearing accounts. ***Based on movements in reserves.

Sources: Federal Ministry of Finance, Federal Statistical Office, Deutsche Bank Research
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Indeed, a large part of this increase is attributable to the government's decision to —;egeljr?jl*irzézsst;nem spending,
aprat . . - o

enhance the country's defense capabilities and to modernize the ageing public

infrastructure (See Figure 2, 4 and 5). In this context, there is the pledge toincrease ! Basedon the federal government's GDP forecasts.

Source: Federal Ministry of Finance, Federal Statistical Office,

the NATO defense spending ratio to 3.5% of GDP by 2029 (2024 actual value: 2%).  Deutsche Bank Research

Ultimately, the big federal spend is made possible by the establishment of a debt-
funded EUR 500 bn Infrastructure & Climate Protection Funds (SV IK) and the new
debt brake exceptions for the credit-financed ramp-up in defense spending.’

Mirroring the above deficit targets, the federal government's credit market
borrowing is set to significantly increase in the coming years. Already for 2025, the
government intends to ramp-up its net credit borrowing to over EUR 140 bn, which
is roughly 3.2% of the projected 2025 GDP. This amount is nearly triple the EUR 50
bn borrowed in 2024. New borrowing in 2026 is projected to surpass EUR 180 bn,
nearing 4% of GDP. Even in 2027-29, targets remain above 3.5% of GDP.

1 Afront-loaded expenditure schedule is stipulated for the SV IK: Out of the total EUR 500 bn spanning
12 years, some EUR 270 bn (54%) is earmarked for the initial five years. As regards future defense/
security spending, only 1% of GDP (currently EUR 43 bn) must be counted against the debt brake limits.
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Figure 4: Federal defense and investment spending (2025-29) Figure 5: Defense spending is
1 0,
R v oop targeted to rise to above 3% of GDP
According to financial statistics 2024 2025 2026 2027 2028 2029 2024 2025 2026 2027 2028 2029
Total federal investment spending (excluding SV BW) 75 116 128 17 119 120 1.7 2.6 2.8 24 24 24 E U R b
of/w: Core budget 57 63 58 49 47 47 1.3 1.4 13 1.0 0.9 0.9] n
ofw: Climate & Transformation fund (KTF) 18 26 22 22 23 24 0.4 0.6 0.5 0.5 0.5 0.5
omw: & Climate Protection Fund (SV IK) o7 8 47 48 a9 06 10 10 10 1. 175 4.0
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o/w: Federal Armed Forces funds (SV BW) 172 2 28 04 05 06 06 125 3.0
25
Source : Federal Ministry of Finance, Federal Statistical Office, Deutsche Bank Research 100 20
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Figure 7: Net federal credit borrowing (2025-29) 25 0.5
0 0.0
EUR bn % GDP
[According (o financial statstics 2024 2025 2026 2027 2028 2029 | 2024 2025 2026 2027 2028 2029 2024 2025 2026 2027 2028 2029
[Total net credit borrowing (core budget, SV IK, SV BW) 51 4 182 173 175 86| 12 82 39 36 35 37 RS
o/w: Core budget 33 82 98 88 17 127 0.8 18 21 18 24 25 o/w: Military funds (SV BW) (LHS)
ofw: Off-budgetary funds (SV IK, SV BW) 17 61 84 85 58 59 0.4 14 1.8 1.8 1.2 1.2
Infrastructure & Climate Protection Funds (SV IK) 37 58 57 58 59 0.8 13 1.2 1.2 1.2 .
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o/w: Core budget (spending b
[Total debt 17331876 2057 2230 2405 2501 | 400 421 444 464 487 _ 510|
oiw: Core budget 1583 1,665 1763 1851 1068 2005 | 366 373 361 385 398 412 task area) (LHS)
ofw: Oft-budgetary funds 149 211 204 379 437 49 34 47 64 79 89 93 ——Total defense spending (national

Source : Federal Ministry of Finance, Federal Statistical Office, Deutsche Bank Research

| def.), % GDP* (RHS)

* Based on the federal government's GDP forecasts.
Source: Federal Ministry of Finance, Federal Statistical Office,

Should the big spending vision become true, federal debt outstanding could  Dbeusche Bank research

increase by almost 50% within just five years. Also, the federal debt-to-GDP ratio
would jump sharply from "just" 40% in 2024 to over 50% (see Figure 7).

Figure 6: Front-loaded spending by

A first reality check for 2025 the SVIK

Ultimately, with its sizeable deficit projections, the federal government has raised EUR bn
high expectations in the financial markets regarding the future supply of federal 60

debt securities. However, these may not be met as quickly as we explain below. 50
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. . . 30
Large underspending on the 2025 horizon. Given the fiscal development so far this 0
year, according to financial statistics data, total federal expenditures in the full-year 10 -
2025 are likely to increase far less significantly than budgeted in the fiscal law (for 0
more see also our primer Tracking Germany's fiscal regime shift as well as the 2025 2026 2027 2028 2029

mmm Transfer to the KTF

corresponding September and October updates). Above all, considerable
Transfers to the states

underspending is emerging in defense expenditures — both in the core budget as Federal level
well as at the level of the off-budgetary Federal Armed Forces Funds (SV BW) (see — Total
Figure 13). Moreover, the October tax estimate turned out somewhat more

Source : Federal Ministry of Finance, Deutsche Bank Research

favorable than before, hinting higher than budgeted federal revenues in the order
of EUR 5 bn. Solely for the above two reasons, the total federal deficit could turn out
about EUR 20 bn lower than targeted. Should a surge in spending in Q4 fail to
materialize, the federal budget is likely to turn out significantly better than planned.

Figure 8: Large chunks of the SV IK
go the states and the KTF

Planned SV IK spending by purpose, % total
100
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Slower than budgeted outflow of federal investment expenditures in recent
years. Moreover, as has been common on average in recent budget years, there
could be also a shortfall in federal investments (capital expenditures, financial aid).
Since 2020, core budget investments have turned out lower than planned (see
Figure 9, 10 and 11).In light of this, there is the potential of noticeable
underspending at the level of the SV IK. However, an assessment of the further SV
IK expenditure development is significantly more difficult to make.2

There, a total debt-funded spending of about EUR 37 bn is already projected for
2025 (ee Figure 1, 2 and 3). This sum is split into three parts: (1) just under EUR 19
bn which remains with the federal government, (2) EUR 10 bn that are redirected to
the Climate & Transformation Fund (KTF), and (3) EUR 8.3 bn which are transferred
to the sixteen federal states (see Figure 6 and 8).° Regarding the amount going to
the states, they intend to pass on a large portion (presumably around 60% on
average) to the municipal level, which is currently under significant budgetary
pressure. With respect to the spending of federal monies assigned to the KTF and
the states, no stipulations were made, implying that these funds are not obligatorily
designated for investments or climate protection initiatives. This poses a risk that
these funds will merely finance existing spending —and not higher investments (see
also Deutsche Bundesbank and German Council of Economic Experts).

Uncertainties regarding fund outflows from the SV IK. In our view, it remains
uncertainwhetherthe governmentwillindeed utilize the fullamountin allocated SV
IK credit for this year, even though a firstlarger tranche of about EUR 13 bn (roughly
one-third of the annual target) was drawn in October.* As we reckoned before, we
doubt that the federal government will be able to fully disburse its own EUR 19 bn
share for 2025 in such a short time. Our assessment is grounded in the lackluster
utilization of federal investment budgets between 2017 and 2024. Our calculations
show that during this period, a cumulative expenditure shortfall of c. EUR 65 bn
materialized between planned and actual implementation in the federal core
budget (about EUR 8 bn per budget year) (see Figure 9, 10 and 11). In light of
prevailing investment obstacles (such as high levels of bureaucracy, the escalating
shortage of skilled workers, or time-consuming approval procedures), it remains
doubtful whether all funds can indeed be disbursed at the fast pace envisioned.

The KTF's 2025 allocations from the SV IK are arguably the most likely to be utilized,
though primarily not for new spending, but to mainly cover a funding shortfall of a
good EUR9 bn (global under-spending item). And finally, with respectto the SV IK's
allocation to the states, the Deutsche Bundesbank highlighted in its November
Monthly Report that this requires, among other things, formal administrative
agreements (which seem to be still pending). In any case, even if the funds for the
KTF and the states were to be fully utilized this year, this would likely still have no
major impact on the consolidated general government deficit. Why? As mentioned
before, the KTF would probably only cross-finance expenditures already planned.
And the states, too, would essentially use the funds to cover existing expenses and
thus contain their own deficit, which would in turn offset the higher federal deficit.

2 Thepurposeofthe SVIKistostrengthenthe publicinfrastructure (transport/hospital/energy/education/
care), promote R&D, digitalization, housing construction and to fund additional climate protection
measures (see figure 8).

3 Over the entire 12-year term, the EUR 500 bn (c. 11.2% of 2025F GDP) will be allocated as follows: (1)
EUR 300 bn will remain with the federal government, (2) EUR 100 bn will go to the KTF, and (3) EUR 100
bn will be given to the federal states, who, in turn, intend to pass on portions to their municipalities.

4 As there are no monthly spending figures for the SV IK, but only borrowing data, it is impossible to
determine if these represent actual outlays or simply the pre-financing of future expenses.
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Figure 11: Unspent investment funds
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| Figure 12: Federal core budget deficit
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Figure 13: Lagging defense spending

Year-to-date developments*, EUR bn

100
80
60
40
20
0
5@‘\ er @‘Z‘« VQ( @fb* 50(\ 33 Vpc’ %Q)Q 00,\ écf QQ/Q
—2022 2023
2024 —2025

......... 2025 target

* Core budget and SV BW. Data according to financial statistics
Source: Federal Ministry of Finance, Deutsche Bank Research

Deutsche Bank AG



15 December 2025
Focus Germany

Apossible total federal deficit shortfall of up to agood EUR 40 bn. Overall, the total
consolidated federal deficit in 2025, as measured by financial statistics, could be
considerably less than projected by the government.The Bundesbank's Monthly
Report from November indicates that (1) the core budget deficit could fall short of
the plan by EUR 15 bn, and (2) for the off-budgetary funds (comprising the KTF, the
SV BW, the SV IK, and other units), only half of the budgeted sum, or about EUR 30
bn less, could actually be spent. On that basis, the total federal deficit could
therefore be about EUR 45 bnlowerthantargeted, whichisindeed quite close to our
earlier estimate of a potential total deficit shortfall of around EUR 40 bn (see here).

Not canceled, just postponed: Fiscal expansion remains a story for 2026
Despite a likely significant underspending in 2025, the fiscal expansion might gain
significant momentum in 2026. This is because with the adoption of the 2026
federal budget by the Bundestag in November the government can implement its
fiscal projects from the very start of the new year, rather than having to operate
under expenditure-dampening provisional budget managementas itdid during the
first nine months of 2025.

Yet another likely federal deficit undershoot in 2026. However, we believe that the
federal government's projected total deficit target of EUR 184 bn (c. 4.0% of 2026F
GDP) (see Figure 3) is again unlikely to be met. This is firstly due to the planned
deficit expansion starting from a much lower base, arising from the anticipated
under-expenditure in 2025. Secondly, according to the plan, the deficit target is
once again ramped-up by almost EUR 40 bn (vs. the 2025 target; c. 0.9% of 2026F
GDP). Given the aforementioned reasons, it is doubtful whether such a substantial
expansion can realistically be carried out, especially with a significant target
deviation already apparent in 2025. Ultimately, further infrastructure and defense
spending require a certain lead time for planning, authorization, and execution.

Allin all, the federal deficit of 4.0% of GDP indicated by the government appears
significantly overstated. In our view, the fiscal expansion is likely to take more time
or, in our words, might be flatter initially. Primarily for this reason, the (national
accounts) general government deficit-to-GDP ratio — which also includes the
financial balances of the states, municipalities, and social security funds — is
expected to rise significantly slower than reported by the Finance Ministry to the
European Commission.

An outline of the possible general government deficit trajectory until
2029

What impact will the above federal budget developments have on the future
trajectory of the general government deficit-to-GDP ratio (Maastricht ratio), a key
metric for country comparisons among investors and a core component of the
European Commission's European fiscal surveillance?

Translating financial statistics deficits into national accounts deficits. To answer
this question, it is crucial to understand that deficit trends derived from financial
statistics cannot be directly translated to the deficit recorded within the national
accounts framework. This discrepancy stems from the differing accounting
methodologies. Simply put, this is because financial statistics record cash flows
(cash accounting principle), whereas national accounts record the government's

Deutsche Bank AG

Figure 14: Two different concepts of
measuring the government deficit

Gen. gov. financial balance: Financial statistics vs.
national accounts, % GDP
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Source : WEFA, Federal Statistical Office, Deutsche Bank Research |

Figure 15: Decomposition of the
national accounts gen. gov. deficit

Financial balance of the general government
(national accounts), % GDP
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Figure 16: H1 results indicate no
deficit increase for 2025

Gen. gov. financial balance (national accounts), %
GDP* (based on SWDA data)
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* H12025: Measured relative to our 2025F full-year GDP forecast.
Source: WEFA, Federal Statistical Office, Deutsche Bank Research
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revenues and expenditures on an accrual basis (accrual accounting principle).® For
these reasons, there might be significant differences from time to time between the
government deficit measured in financial statistics and that in national accounts.
For instance, in the crisis years of 2020 and 2022, the deficit ratio measured
according to financial statistics was more than a good 1 pp higher than the national
accounts deficit. Conversely, last year's financial statistics deficit of "only" 2.4%
was slightly lower than the national accounts deficit of 2.7% (see Figure 14). Often,
some larger financial transactions (e.g., loan disbursements or repayments) are
responsible for these differences.

Looking ahead to the coming five years, the German Stability Council indicated in
its October 2025 assessment that general government deficits presented in
national accounts are consistently expected to be significantly lower than those
from financial statistics, this year and in future years. These differences will be
mainly driven by the federal level (on average about 0.4% of forecast GDP).

A broadly stable general government deficit ratio in 2025, followed by rising
budget deficit to around 3.5% in both 2026/27. Since we project the federal deficit
torise only moderately this year, and given that the aggregated deficits of the other
government levels (states, municipalities, and social security funds) might turn out
to be slightly lower compared to last year, we foresee a broadly stable general
government deficit (national accounts) at about 2.6% of GDP in 2025 (2024: 2.7%).
This assessment also aligns with the national accounts results from the first three
quarters, which indicate a moderate deficit development so far this year (see Figure
17,18, 19 and 21).

Figure 20: DB projections: Heading for a 4% structural deficit ratio by 2029

Gen. gov. financial balance (national accounts), % GDP

1992 1996 2000 2004 2008 2012 2016 2020 2024 2028

mmm Cyclical effect Interest payments
Cyclically-adj.primary balance - Financial balance

Source : WEFA, Federal Statistical Office, Federal Ministry of Finance, Deutsche Bank Research

5 Toconvertfinancial statistics into national accounts numbers, a couple of major adjustments are made.
This involves correcting for timing differences in recording expenditures/revenues and excluding
financial transactions items (like loans disbursements/repayments or equity participations).
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Figure 17: The federal deficit
narrowed noticeably in H1 2025
Gen. gov. financial balance (national accounts),
EUR bn
75
25
-25
-75
-125

-175

19 20 21 22 23 24 H1 H2 H1 H2 H1
23 23 24 24 25

mmmm Social security funds
Municipalities

= States

Federal gov.

Gen. gov.

~~~~~~~~~ Gen. gov. (SWDA)

Source : WEFA, Haver Analytics, Federal Statistical Office, Eurostat,
Deutsche Bank Research

Figure 18: Quarterly developments
point to a lower deficit in 2025

Year-to date general government balance
(national accounts; SWDA), EUR bn
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Figure 19: Federal deficit so far
significantly lower than in 2024

Year-to-date federal government balance
(national accounts; unadjusted), EUR bn
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However, in 2026 the fiscal expansion is likely to gain significant momentum.
Nonetheless, despite a noticeablyrise in the federal deficit, the general government
deficit is unlikely to get higher than 3.5% of GDP (see Figure 20 and 23). This is
because the consolidated deficit of the other government levels might remain
broadly flat compared to the previous year. Among the arguments against a higher
deficit is that the intergovernmental transfers from the federal budget to the KTF
and the states/municipalities (c. EUR 18 bn or about 0.4% of 2026F GDP) are only
expected to trigger minor additional investment expenditure at the recipient levels.
This is because there is no additionality requirement for the use of these federal
transfers.

In other words: The deficit incurred by the federal government due to these
provisions s likely to be at least partially offset by a deficit containment at the other
governmentlevels. Inthis context, we also assume that municipalities will over time
reduce their currently high deficit (2024: EUR 21 bn; 0.5% of GDP). This is because,
according to the budget law, municipalities are only allowed to incur debt up to the
level of their net investments.The currently significantly higher deficits are
therefore only possible because municipalities still possess sufficiently high
financial reserves. However, these will be depleted soon, ultimately necessitating
consolidation steps.®

Figure 23: The deficit ratio looks set to rise to around 3.5% by 2026/27

DB projections for the gen. gov. (national accounting)

% GDP
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Fiscal balance -44 32 19 -25 27 -26 -35 -35 -36 -38
- Cyclical and one-off/temporary effects -1.7  -0.3 03 -03 -09 -1.0 -04 0.2 0.3 0.3
= Structural fiscal balance 27 28 22 -22 -18 -6 -31 -37 -39 -40
+ Interest payments 0.6 0.6 0.7 0.9 1.1 1.1 1.2 1.2 1.4 1.6
= Structural primary balance 20 22 15 13 07 05 -19 -25 -25 -24
Change in the structural primary balance (pp) -3.5 -0.2 0.7 0.2 0.6 03 -14 -0.6 0.0 0.1
Gross general government debt 680 680 644 624 622 628 635 642 66.1 685

Source : WEFA, Federal Statistical Office, AMECO, OECD, Federal Ministry of Finance, DB Research |

Figure 21: No deficit widening is
currently apparent for 2025

Gen. gov. financial balance (national accounts),
% GDP (based on rolling annual sums)
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Figure 24: A short-lived cyclical growth spurt in 2026-27

Underlying macro assumptions
% yoy (unless stated otherwise)
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Real GDP -4.1 3.9 18 -09 -0.5 0.2 15 1.5 0.7 0.3
Real potential GDP 0.3 0.9 0.3 0.7 0.6 0.4 0.4 0.4 0.4 0.4
Output gap (% GDP) 33 05 10 06 17 19 08 03 06 05
GDP deflator 1.8 2.7 6.4 6.7 3.1 3.0 2.6 2.1 2.0 1.9
Nominal GDP -2.4 6.7 8.3 5.8 2.6 3.1 4.1 3.7 2.7 2.2
Implied interest rate (%) 1.1 0.9 1.1 1.4 1.7 1.9 1.9 1.9 2.3 2.5
Real implied interest rate (%) 07 17 50 -49 -13 -4 -06  -0.2 0.2 0.6
Interest rate growth differential (pp) 36 -54 67 -41 08 -2 -21 -1.7 -05 0.3

Source : WEFA, Federal Statistical Office, AMECO, OECD, Federal Ministry of Finance, DB Research

6 The consolidation could happen if states pass on substantial SV IK funds to municipalities, allowing
them to reduce their structural deficits. Additionally, the states might use their new structural
borrowing capacity to directly strengthen the financial position of the municipal level. Ultimately, the
states are responsible for adequately financing their municipalities.
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Figure 22: The public debt ratio and
interest burden are set to rise
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In 2027, yet again, the general government deficit is expected to remain broadly
unchanged at about 3.5%. This is because a further significant rise in the structural
deficit, mainly driven by the further ramp-up of the federal spending programs, will
then be offset by a substantial improvement in the cyclical deficit (which will
positively reactto the anticipated economic upswing). The underlying reasonis that
the currently high output gap of an estimated -1.9% of GDP (under-utilization of the
real economy's production capacities) is likely to have closed by then, thanks to
fiscally-stimulated cyclical growth spurt (see Figure 23 and Figure 24).

A total fiscal impulse of about 2 pp of GDP between 2026 and 2027. Overall, we
estimate that the fiscal impulse to the real economy might amount to around 2
percentage point (pp) of GDP over the two-year period 2026-27. Recall: The fiscal
impulse is determined by the annual changes in the structural primary balance
(excluding interest payments). In 2026 alone, the structural primary deficit could
rise from 0.5% to 1.9% of GDP: A fiscal impulse worth 1.4 pp of GDP. Clearly, the
imminent fiscal impulse will not exclusively come from higher defence and
infrastructure spending. This is because a sizeable part of the government's new
borrowing headroom will also be used for funding further public consumption
(higher social spending, increased subsidies) as well as a package of tax relief
measures (see also our later discussion). Although many of these fiscal measures
will have a limited growth effect in the long term, they might still stimulate cyclical
growthin the shortterm. Overall, we gauge that the fiscal stimulus could add about
1 pp to GDP growth next year (assuming a short-term multiplier of around 0.7).

Comparing our general government deficit projections to the street. As regards
2025, our deficit forecast of 2.6% of GDP lies in the middle range of the forecast
spectrum: While the Bundesbank (~2%), the German economic research institutes
(Joint Forecast) (2.2%) and the Council of Economic Experts (2.3%) expect a clear
deficitreduction for this year, the Finance Ministry (MoF), in stark contrast, projects
the deficit ratio to widen to about 3.25% (see also German Stability Council and
German Draft Budgetary Plan 2026). Meanwhile, the 2025 forecasts of the IMF and
the OECD more or less align with our assessment. Besides the Ministry of Finance,
only the European Commission expects a rising deficit this year (see Figure 26).

Figure 26: Comparison of projections for the general government deficit

Difference in pp of GDP (vs. the MoF
projections)

% GDP

2024 2025 2026 2027 2028 2029 2025 2026 2027 2028 2029
Federal Ministry of Finance (MoF) -2.7 -3.25 -4.75 -4.25 -3.75 -3.75
Deutsche Bank Research -2.6 -3.5 -3.5 -3.6 -3.8 0.7 13 0.7 0.1 0.0|
Deutsche Bundesbank (as of August)* ~-2 -35 -4.0 1.3 1.3 0.3
German Economic Institutes (Joint Forecast) -2.2 -3.1 -3.4 1.1 1.7 0.9
German Council of Economic Experts 2.3 -3.1 1.0 17
European Commission -3.1 -4.0 -3.8 0.2 0.8 0.5
OECD -2.5 -3.0 0.7 1.8
LIMF -2.5 -3.4 -4.0 -4.0 -4.1 0.7 1.4 0.2 -0.3 -0.3]

Source: Federal Ministry of Finance, Federal Statistical Office, European Commission, IMF, OECD, Deutsche Bank Research

* In the November 2025 report the Bundesbank noted that the deficit ratio is falling towards 2% in 2025, before increasing to more than 3% in
2026 and over 4% thereafter.
Source: Federal Ministry of Finance, Federal Statistical Office, European Commission, IMF, OECD, Deutsche Bank Research

Our 2026 forecast also lies in the middle of the forecast range. On the one hand, it
is lower than those of the government (4.75%) and the European Commission
(4.0%), but on the other hand, it is higher than those of the Council of Economic
Experts and the Economic Institutes (both 3.1%). In our view, the significantly
diverging deficit forecasts are essentially attributable to differing assumptions
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Figure 25: The government estimates

potential growth at just about 0.6%
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regarding the future pace of fund disbursement for defense and infrastructure
spending, which is indeed highly uncertain. In this context, we have assumed that
defense and investment expenditures, at EUR 105 bn each, could also be
significantly below their planned values of EUR 116 bn and EUR 128 bn,
respectively, in 2026 (see Figure 3). What all forecasts agree on, however, is the
assessment that the government's very high deficit projection for 2026 is unlikely
to materialize.

The deficit could ultimately peak at about 3.8% of GDP in 2029. This "terminal"
deficit gauge is similar to the government's forecast of 3.75% (see Figure 26).” The
3.8% hinges on the assessment that the structural deficit could hit the 4%-mark by
then, given the probable full utilization of net debt brake borrowing margins under
the financial plan.® These include: (1) a structural borrowing allowance for federal
state (0.35% of GDP) minus the repayment obligations for the emergency loans
(2020-23) and the extra debt raised by the SV BW commencing in 2028 (initially a
good EUR 12 bn or about 0.25% of GDP); (2) the new structural borrowing
allowance for the states (0.35% of GDP), (3) defense spending financed through
credit under the new scope exception (c. 2.4% of GDP); and (4) additional debt-
financed expenditures by the SV IK (c. 1.2% of GDP) (see figure 26).°

However, from 2030 onwards, the structural borrowing capacity might decline
significantly for two reasons. Firstly, this is because the planned front-loading
period for the SV IK might have concluded in 2029. This means that the remaining
balance of about EUR 230 bn (from the total EUR 500 bn), if evenly distributed until
theend of the SV IKtermin 2036, will correspond to an annual amount of only about
EUR30bn (c.0.6% of GDP) by then. This will be only about half the amount of almost
EUR 60 bn in the front-loading years (2025-29).

Secondly, it is questionable whether the government will be permitted to continue
using its significantly expanded national credit margins within the new framework
of EU fiscal rules beyond 2029. In the current Medium-Term Fiscal-Structural Plan
(MTFSP) plan, which has been agreed with the EU Commission for the period 2025-
29, this use is still permitted. However, it is only possibly because Germany can
currently rely on a temporary EU exemption for higher credit-financed defense
spending, amongst other things, which is however limited until 2028. Given the
impending end of these EU exemptions, and in order to secure long-term debt
sustainability, the Deutsche Bundesbank has made a proposal for the further
development of the national debt brake. This proposes, among other things, that
national defense spending should largely be financed again from 2030 onwards
within the regular debt brake limits of the core budget (see also the Bundesbank's
Q&A document on the reform debate). If implemented, this would significantly
reduce the currently large credit margin in the future.

7 However, the Advisory Board of the German Stability Council seems to see upside risks to this forecast.
Specifically, it has noted that the Finance Ministry's fiscal projections initially depicted budgetary
developments as too unfavorable and later as too favorable.

8 Depending on the actual ramp-up of defense and SV IK utilization, the structural deficit figures shown
in figure 27 could be somewhat lower or higher.

9 The 2025-29 structural borrowing room illustrated in figure 27 assumes that (a) the additional defense
expenditures (financed via the SV BW and the new scope exemption) and (b) the SV IK spending match
the target figures as stated in the federal government's five-year financial plan (2025-29). From 2030
onwards, itis assumed that defense spending financed via the special exemption will stabilize at 2.5%
of GDP, which would be consistent with a structural defense spending ratio of 3.5%.
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Figure 27: Schematic illustration of

the new national debt brake limits
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29 refer to the current five-year fiscal plan (2025-29).

Source: Federal Ministry of Finance, Federal Statistical Office,
Deutsche Bank Research
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Between a fiscal growth spurt and high(er) consolidation needs from
2027 on

Extra debts also used to close existing financing gaps and fund higher public
consumption. As explained before, by amending the national debt brake rules in
the spring, the government has created sizeable new borrowing opportunities for
the coming years. The government pledged to dedicate all additional funds to
modernizing the ageing public capital stock and strengthening national defense.
Yet, a closer examination of the federal financial planning for 2025-29 indicates that
a significant share of the new fiscal space is also used to close existing financing
gaps in the core budget and to fund higher public consumption. This is made
possible by the specific design of the new debt rules.

Firstly, with the newly introduced scope exemption rule (for defense/security
spending), the federal government has created additional spending leeway in the
core budget it can use for other consumption expenditures. This is because, in the
future, only defense expenditures amounting to 1% of GDP (currently c. EUR 43 bn)
will need to be financed within the regular structural borrowing limit (0.35% of
GDP). However, since defense-related expenditures in 2024 already amounted to
roughly EUR 60 bn, this results in an additional (permanent) core budget leeway for
other spending items of up to almost EUR 20 bn (c. 0.4% of GDP).

Secondly, federal government can reduce its investment-related expenditures,
previously financed through the core budget, to a lower mandated limit of 10% of
spending. Therefore, it can outsource investment expenses previously financed
from the core budget (or planned therein for the next few years) to the SV IK (see
Figure 28 and Figure 29), creating additional leeway for other budget areas.

The politically mandated 10% investment quota for the core budget is relatively
easy to achieve. This is because the relevant reference figure in the denominator
(core budget expenditures) is not only adjusted for financial transactions, as in the
numerator (federal core budget investment), but also for that portion of defense
spending financed through the sectoral exemption. This last step resultsin a higher
ratio. Furthermore, defense-related investments financed through the sectoral
exemption are still included in the numerator. This calculation process means that
the politically mandated (doubly adjusted) minimum quota is significantly higher
than the (simply adjusted) investment quota which only removes financial
transactions from the numerator and denominator. While the politically mandated
minimum quota is only to be kept at or slightly above the required 10% threshold
over the financial planning period, the simply adjusted quota decreases
significantly, from just about 11% in 2024 to only 8% in 2029 (see Figure 28).

Anyway, the outsourcing of already planned investments from the core budget to
the SV IK also becomes apparent when comparing the current government's
financial plan with that of the previous government. It is evident that previously
planned federal core budget investments have been reduced while social spending
has been increased (see Figure 29 and Figure 30). Also, the budget of the Ministry
of Transport shows that the planned core budget (investment) expenditures are to
be reduced at the expense of the SV IK so that the ministry's total budget will only
be slightly higher over the next years compared to the reference year 2024 (see
Figure 32).
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Figure 28: Core budget investments
(excl. financial transactions) will be
capped below EUR 50 bn

Investment spending (federal core budget), EUR bn
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* Investments (excl. financial transactions) divided by total core
budget expenditures (excl. financial transactions). ** Investments
(excl. financial transactions) divided by total core budget
expenditures (excl. financial transactions and defense spending
funded under the scope exemption).

Source: Federal Ministry of Finance, Deutsche Bank Research

Figure 29: Federal investment in the
current vs. previous financial plan
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transactions (core budget), EUR bn
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Source : Federal Ministry of Finance (Financial Reports 2025 and
2026), Deutsche Bank Research
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Over the entire financial planning period (2025-29), cumulative additional Figure 30: Social spending in the
borrowing of a good EUR 650 bn is offset by significantly lower additional current vs. previous financial plan
expenditures in defense/security and investments of less than EUR 530 bn (see .../ spending (federal core budget), EUR bn
Figure 31). This effectively means thatloan funds of around EUR 125 bn (or c. 2.8% 300 20
of 2025F GDP) are used for other expenditure items not related to additional 275

defense/security and investment spending. Furthermore, considering that the SV 250 ! ‘ , ®
IKfunds of justover EUR 90 bn (c. 2.1% of 2025F GDP), transferred to the states and 225 1L
the KTF, are not subject to mandatory additionality requirements, it cannot be ruled 200 ‘ ‘ ‘ ‘ ‘

out that significantly more than the above "lower bound" estimate of EUR 125 bn 175 | H ‘ ‘ °
could ultimately be used for other expenditure purposes. Both the Deutsche 150 | ‘ H | ‘ 0
Bundesbank (see the monthly reports of August 2025 and November 2025) as well 17181920 21 22 23 24 25 26 27 28 29

as the German Council of Economic Experts have criticized that the new borrowing Difference (RHS)

funds are apparently being used to a significant extent to create other budgetary —Actual (LHS)

leeway (i.e. in the area of public consumption such as social spending). This is ——Current financial plan (2025-29) (LHS)
problematic because higher consumption expenditures are not suitable for Previous financial plan (2024-28) (LHS)
increasing the growth potential of the economy. Source : Federal Ministry of Finance (Financial Reports 2025 and

2026), Deutsche Bank Research

Figure 31: Large parts of the new credit space might be used to create other
budgetary leeway

Cumulative new borrowing and additional spending over the financial plan period (2025-29), EUR bn
700
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Total federal investment (core
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300
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borrowing Defense**
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Additional borrowing Additional expenditure vs. to 2024 actuals

* Comprising the part of defense and security related spending which can be credit-financed under the new scope exemption, not including the
additional debt-funded defense spending by the SV BW. ** Defense spending of the Defense Ministry (section 14) and other security related
expenses (civil/disaster protection, intelligence services, IT security, aid for states attacked in violation of international law).

Source: Federal Ministry of Finance, Deutsche Bank Research

In light of this, we do not expect any significant strengthening of Germany's real
growth potential, which has trended lower over the pastdecades to justabout 0.5%
(see Figure 25). Based on the average of forecasts by the German Council of
Economic Experts, the German research institutes, and the European Commission, Federal budget for transportation according
Germany's real growth potential looks to be "only" 0.4% by the end of this decade. tgom curent financial plan (2025-29), EUR bn
The growth peak of 1.5% that we forecast for 2026/27 will therefore be short-lived. o

Already from 2028 onwards, growth is likely to be much lower gain. Specifically, we I I I I I

Figure 32: Moderately up in total, but
sharply down in the core budget

see growth easing back to "only" 0.7% in 2028 and 0.3% by 2029 (see Figure 24).
Thisis problematic as such a low growth would certainly complicate the repayment

of the incurred additional debt in the future. 2
10
Sizeable consolidation needs ahead. The federal level is confronted with sizeable 0

‘ e S . 17 18 19 20 21 22 23 24 25 26 27 28 29
medium-term budget gaps that it will have to close ("consolidation efforts"). At first

glance, this seems contradictory given the significantly loosened debt brake.
However, thisis explained by the fact that the expanded borrowing limits apply only
to additional defense spending and investments financed by the SV IK. They do not 5?7 Federal Ministry of Finance, Deutsche Bank Research
extend to the rest of the core budget, which continues to be subject to a structural

net borrowing limit of 0.35% of GDP.

m Off-budgetary infrastructure fund (SV IK)

Core budget (Ministry of Transport)
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Figure 33: Petrified expenditures in the federal core

Figure 34: ... and will claim an ever-higher share of the

budget are high ... revenues
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Source : Federal Ministry of Finance, Federal Statistical Office, Deutsche Bank Research Source : Federal Ministry of Finance, Federal Statistical Office, Deutsche Bank Research

When presenting the draft federal budgets for 2025 and 2026 back in the summer,
the Ministry of Finance estimated the cumulative consolidation need in the federal
government's core budget at EUR 172 bn for the years 2027 to 2029 (approx. 3.9%
of 2025F GDP). On average, this corresponds to just over 10% of planned core
budget spending annually. Even if the federal government's consolidation amount

could be reduced by a good EUR 7 bn annually due to the improved October tax

estimate (nearly EUR 22 bn over period 2027-29), the underlying consolidation
pressure will nonetheless remain high. Furthermore, the credit reserve of about
EUR 10 bn, saved up for 2027 and still usable without being counted against the
federal debt rule, only negligibly and temporarily alleviates the consolidation
pressure in the core budget.

In the medium term, pressure on federal finances is likely to increase considerably
further due to advancing population ageing and hence higher federal subsidies to
the statutory pension insurance. Already in the 2025 budget, federal subsidies of
EUR 122 bn (just under 25% of core budget expenditures) are planned, which in
itself represents the largest single expenditure item in the core budget. By 2029,
subsidies to the statutory pension insurance will rise to over EUR 150 bn, meaning
that more than one third of the federal government's tax receipts must be used to
stabilize the pension system by then (see Figure 35).

Given the continuously rising social, personnel, and interest expenditures, an
increasingly larger portion of the core budget is likely to be predetermined by
petrified" (non-discretionary) expenditure items (which are subject to the normal
debt brake limits; see Figure 33). When adding the portion of defense spending (1%
of GDP) that must still be financed within the normal structural borrowing
allowance (0f 0.35% of GDP), the share of earmarked expendituresinrevenuesis set
to rise to almost 100% by 2029 (see Figure 34).

Page 12

40
35
30
25
20
15

Figure 35: Federal subsidies to the
statutory pension system

175
150

W 125

N 100
75
50
25

10 12 14 16 18 20 22 24 26 28

EUR bn (RHS)
——"% core budget tax revenue (LHS)
% core budget revenue (LHS)
—Y% core budget spending (LHS)

Source : Federal Ministry of Finance, Deutsche Bank Research

Deutsche Bank AG



15 December 2025
Focus Germany

The pension package, which was passed in early December in the Bundestag and
aimsto both expand pensions to mothers as well as stabilize the pension level at the
current 48% (see Figure 36), will lead to federal expenditures of c. EUR 200 bn until
2040. With thatfederal budget negotiations are unlikely to become any easierin the
coming years. Thisis because, already by 2030 and 2031, c. EUR 15 bn per year will
have to be covered from the federal core budget for this purpose (see Figure 37).

Figure 36: The government has decided to stabilize the Figure 37: ... which will lead to c. EUR 200 bn of extra

pension level until 2031 ... costs for the federal core budget until 2040
Pension level in the statutory pension system, % Federal spending for the pension package, EUR bn
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* due to technical reasons.
Source: Federal Ministry of Labour and Social Affairs, Deutsche Bank Research Numbers shown for the years 2032-34 and 2036-39 are interpolated values.

Source: Federal Ministry of Labour and Social Affairs, Deutsche Bank Research

Finally, consolidation pressure will be further aggravated from 2028 onwards when
the federal government's repayment obligations for (1) the loans taken out during
the pandemic/energy-crisis years (2020-23) and (2) the EUR 100 bn of extra debts
by the SV BW will start to commence. Initially, EUR 12 bn are earmarked for this,
which will increase to EUR 14 bn by 2031 (see Figure 39).

Figure 38: Large parts of the regular structural borrowing
allowance must be allocated from 2028 onwards ...

Figure 39: ... for the federal repayment obligations due to
emergency loans between 2020-23

Total net credit borrowing in the regular core budget, Mandatory debt rule related debt redemptions by the federal
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*Excluding the repayment rate for the SV BW (EUR 3.2 bn) which the Federal Ministry of Finance has Source : Federal Ministry of Finance, Deutsche Bank Research

reflected in a separate precautionary item in the financial plan.
2025/26: Budget law. 2027-29: Financial plan (see Financial Report 2026 as of September 2025).
Sources: Federal Ministry of Finance, Deutsche Bank Research
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Until then, these debt redemptions (mandatory under the debt brake rules) are set
to claim the largest part of the federal government's structural net credit borrowing
allowance (0.35% of GDP), which is likely to be only about EUR 17 bn in 2028 (see
Figure 38).

All in all, despite the planned record-high additional borrowing for 2025-29, the
budgetaryleeway is likely to become significantly tighter soon. This will necessitate
astronger prioritization within the core budget. And because interest payments will
increase significantly due to higher federal debt, the fiscal leeway attached to
primary expenditures is likely to be increasingly reduced over time. Against this
backdrop, recent press reports reckoned that Ministry of Finance is for this reason
considering the possibility of expanding the federal borrowing room further.
Specifically, the ministry is examining whether interest expenses associated with
the additional defense spending under the sectoral (defense) exemption could be
also funded outside the normal debt brake.

Conclusion

Over the summer the German government has unveiled an ambitious, debt-
financed spending plan for the current five-year financial planning period (2025-
2029). A core objective is to modernize the ageing public infrastructure and bolster
the country's defense capabilities. If this big spending vision becomes true, federal
debt outstanding could swell by an impressive EUR 850 bn until 2029. Though the
intensions by the government are clear, it remains to be seen whether the plan can
be executed as quickly as promised and whether it will have a longer-lasting
positive effect on economic growth.

Initially, we anticipate a delayed fiscal expansion in 2025, primarily because
defense and publicinvestment spendingis ramping up slower thanthe government
has budgeted for. Specifically, we forecast the general government deficit (national
accounts) to remain largely unchanged at 2.6% of GDP in 2025, before visibly
increasing from 2026 onwards. Although the deficit will rise next year, we believe
the expansion will likely fall short of the government's own deficit expectations of
as high as 4.75%. In contrast to the government, we project a deficit of "only" 3.5%
of GDP. Looking further out, the deficit might stay stable at this level in 2027 before
rising to a temporary peak of 3.8% by 2029.

As a substantial portion of the new borrowing space appears to be used for higher
public consumption rather than productive infrastructure investments or defense
spending, we remain skeptical that the growth potential will be strengthened.
Essentially, we predict that the imminent fiscal expansion will only trigger a short-
lived growth spurt of 1.5% in both 2026/27. Already from 2028 onwards, growth is
likely to be much lower again, possibly easing back to just 0.3% by 2029. This is
problematic as such a low growth would not suffice to create new fiscal room for
maneuver, complicating the repayment of the incurred additional debtin the future.

Overall, despite the loosening of the debt brake, the federal government is
confronted with high consolidation needs in its core budget for the period 2027-29.
This is because rising fixed expenditures, such as subsidies for the statutory
pension system or interest payments, will increasingly strain the core budget. In
light of the narrowing budgetary scope, the 2027 budget negotiations (starting in
H1 2026) could become another test for government cohesion.
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general coverage listand also on the covered company's page. A Catalyst Call represents a high-conviction belief by an analyst
that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks
and no more than three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with
Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-
term or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally
counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has
no obligation to update, modify oramend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate
changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and
company-specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole
discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at
irregular intervals. This report is provided for informational purposes only and does not take into account the particular
investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or
sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a
product of the analyst's judgment. The financial instruments discussed in this report may not be suitable for all investors, and
investors must make their own informed investment decisions. Prices and availability of financial instruments are subject to
change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors. If a
financialinstrumentis denominated in a currency other than an investor's currency, a change in exchange rates may adversely
affect the investment. Past performance is not necessarily indicative of future results. Performance calculations exclude
transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous
trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from
Deutsche Bank, subject companies, and other parties. Artificial intelligence tools may be used in the preparation of this
material, including but not limited to assist in fact-finding, data analysis, pattern recognition, content drafting and editorial
corrections pertaining to research material.

The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our
organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with respect to our
research are available on our website (https://research.db.com/Research/) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay
fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these cash flows), increases
in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the
maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in
inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to
receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets
holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency
conversion, repatriation of profits and/or liquidation of positions), and settlement issues related to local clearing houses are
also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by
indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates - these are common in
emerging markets. The index fixings may - by construction - lag or mis-measure the actual move in the underlying variables
they are intended to track. The choice of the proper fixing (or metric) is particularly importantin swaps markets, where floating
coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons.
Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps
(swaptions) the risks typical to options in addition to the risks related to rates movements.
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Derivative transactions involve numerous risks including market, counterparty default andilliquidity risk. The appropriateness
of these products for use by investors depends on the investors' own circumstances, including their tax position, their
regulatory environment and the nature of their other assets and liabilities; as such, investors should take expert legal and
financial advice before entering into any transaction similar to or inspired by the contents of this publication. The risk of loss
in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage obtainable
in futures and options trading, losses may be incurred that are greater than the amount of funds initially deposited - up to
theoretically unlimited losses. Trading in options involves risk and is not suitable for all investors. Prior to buying or selling an
option, investors must review the 'Characteristics and Risks of Standardized Options", at https://www.theocc.com/company-
information/documents-and-archives/options-disclosure-document. If you are unable to access the website, please contact
your Deutsche Bank representative for a copy of this important document.

Participantsin foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange
rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by numerous market
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes
in interest rates; and (iii) currencies may be subject to devaluation or government-imposed exchange controls, which could
affect the value of the currency. Investors in securities such as ADRs, whose values are affected by the currency of an
underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at https:/
research.db.com/Research/ on each company's research page or under the ‘Disclosures' tab. Investors are strongly
encouraged to review this information before investing.

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser,
consultant or fiduciary to you or any of your agents (collectively, "You" or "Your") with respect to any information provided in
this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your
impartial adviser, and does not express any opinion or recommendation whatsoever as to any strategies, products or any other
information presented in the materials. Information contained herein is being provided solely on the basis that the recipient
will make an independent assessment of the merits of any investment decision, and it does not constitute arecommendation
of, or express an opinion on, any product or service or any trading strategy.

Theinformation presentedis generalin nature andis notdirected to retirementaccounts or any specific person oraccounttype,
and is therefore provided to You on the express basis thatitis not advice, and You may not rely upon itin making Your decision.
The information we provide is being directed only to persons we believe to be financially sophisticated, who are capable of
evaluating investment risks independently, both in general and with regard to particular transactions and investment
strategies, and who understand that Deutsche Bank has financial interests in the offering of its products and services. If this
isnotthe case, orif You are an IRA or other retail investor receiving this directly from us, we ask that you inform us immediately.

InJuly 2018, Deutsche Bank revised its rating system for short term ideas whereby the branding has been changed to Catalyst
Calls ("CC") from SOLAR ideas; the rating categories for Catalyst Calls originated in the Americas region have been made
consistent with the categories used by Analysts globally; and the effective time period for CCs has been reduced from a
maximum of 180 days to 90 days.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, amember of FINRA and SIPC. Analysts
located outside of the United States are employed by non-US affiliates and are not registered/qualified as research analysts
with FINRA.

European Economic Area (exc. United Kingdom): Approved and/or distributed by Deutsche Bank AG, a joint stock
corporation with limited liability incorporated in the Federal Republic of Germany with its principal office in Frankfurtam Main.
Deutsche Bank AG is authorized under German Banking Law and is subject to supervision by the European Central Bank and
by BaFin, Germany's Federal Financial Supervisory Authority.

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at 21 Moorfields,
London EC2Y 9DB. Deutsche Bank AG in the United Kingdom is authorised by the Prudential Regulation Authority and is
subject to limited regulation by the Prudential Regulation Authority and Financial Conduct Authority. Details about the extent
of our authorisation and regulation are available on request.

Hong Kong SAR: Distributed by Deutsche Bank AG, Hong Kong Branch, except for any research content relating to futures
contracts within the meaning of the Hong Kong Securities and Futures Ordinance Cap. 571. Research reports on such futures
contracts are not intended for access by persons who are located, incorporated, constituted or resident in Hong Kong. The
author(s) of aresearch report may not be licensed to carry on regulated activities in Hong Kong, and if not licensed, do not hold
themselves out as being able to do so. The provisions set out above in the 'Additional Information' section shall apply to the
fullest extent permissible by local laws and regulations, including without limitation the Code of Conduct for Persons Licensed
or Registered with the Securities and Futures Commission. This report is intended for distribution only to 'professional
investors' as defined in Part 1 of Schedule of the SFO. This document must not be acted or relied on by persons who are not
professional investors. Any investment or investment activity to which this document relates is only available to professional
investors and will be engaged only with professional investors.

India: Prepared by Deutsche Equities India Private Limited (DEIPL) having CIN: U65990MH2002PTC137431 and registered
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office at 14th Floor, The Capital, C-70, G Block, Bandra Kurla Complex, Mumbai (India) 400051. Tel: + 91 22 7180 4444. It is
registered by the Securities and Exchange Board of India (SEBI) as a Stock broker bearing registration no.: INZ000252437;
Merchant Banker bearing SEBI Registration no.: INM000010833 and Research Analyst bearing SEBI Registration no.:
INHO00001741. DEIPL's Compliance / Grievance officer is Ms. Rashmi Poddar (Tel: +91 22 7180 4929 email ID:
complaints.deipl@db.com). Registration granted by SEBI and certification from NISM in no way guarantee performance of
DEIPL or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read all
the related documents carefully before investing. DEIPL may have received administrative warnings from the SEBI for
breaches of Indian regulations. Deutsche Bank and/or its affiliate(s) may have debt holdings or positions in the subject
company. Withregard toinformation on associates, please refertothe "Shareholdings" sectioninthe Annual Reportat: https://
www.db.com/ir/en/annual-reports.htm. For latest India research audit report, refer https://country.db.com/india/deutsche-
equities-india/index?language_id=1.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, Type Il
Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and risks involved in
stock transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange
fluctuations. We may also charge commissions and fees for certain categories of investment advice, products and services.
Recommended investment strategies, products and services carry the risk of losses to principal and other losses as a result
of changesin marketand/oreconomic trends, and/or fluctuations in market value. Before deciding on the purchase of financial
products and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation.
‘Moody's', 'Standard Poor's', and 'Fitch' mentioned in this report are not registered credit rating agencies in Japan unless
Japan or 'Nippon' is specifically designated in the name of the entity. Reports on Japanese listed companies not written by
analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. Some of the
foreign securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan.
Target prices set by Deutsche Bank's equity analysts are based on a 12-month forecast period..

Korea: Distributed by Deutsche Securities Korea Co.

South Africa: Deutsche Bank AG Johannesburg isincorporated in the Federal Republic of Germany (Branch Register Number
in South Africa: 1998/003298/10).

Singapore: This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore
048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection with, this report.
Where thisreportisissued or promulgated by Deutsche Bankin Singapore to a person whois notan accredited investor, expert
investor or institutional investor (as defined in the applicable Singapore laws and regulations), they accept legal responsibility
to such person for its contents.

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should independently
evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank research may not be
distributed to the Taiwan public media or quoted or used by the Taiwan public media without written consent. Information on
securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a
recommendation to trade in such securities/instruments.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial services activities that fall within the
scope of its existing QFCRA license. Its principal place of business in the QFC: Qatar Financial Centre, Tower, West Bay, Level
5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related financial products or
services are only available only to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority.

Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any
appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia (DSSA) is a closed joint stock company authorized by the Capital
Market Authority of the Kingdom of Saudi Arabia with a license number (No. 37-07073) to conduct the following business
activities: Dealing, Arranging, Advising, and Custody activities. DSSA registered office is Faisaliah Tower, 17th Floor, King
Fahad Road - Al Olaya District Riyadh, Kingdom of Saudi Arabia P.O. Box 301806.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by
the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services activities
that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International Financial
Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been distributed by Deutsche Bank
AG. Related financial products or services are available only to Professional Clients, as defined by the Dubai Financial Services
Authority.

Australia and New Zealand: This research is intended only for 'wholesale clients' within the meaning of the Australian
Corporations Actand New Zealand Financial Advisors Act, respectively. Please refer to Australia-specific research disclosures
and related information at https://www.dbresearch.com/PROD/RPS_EN-PROD/PROD0000000000521304.xhtml . Where
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research refers to any particular financial productrecipients of the research should consider any product disclosure statement,
prospectus or other applicable disclosure document before making any decision about whether to acquire the product. In
preparingthisreport, the primary analystoranindividual who assisted in the preparation of thisreporthaslikely beenin contact
with the company thatis the subject of this research for confirmation/clarification of data, facts, statements, permission to use
company-sourced material in the report, and/or site-visit attendance. Without prior approval from Research Management,
analysts may not accept from current or potential Banking clients the costs of travel, accommodations, or other expenses
incurred by analysts attending site visits, conferences, social events, and the like. Similarly, without prior approval from
Research Management and Anti-Bribery and Corruption ("ABC") team, analysts may not accept perks or other items of value
for their personal use from issuers they cover.

Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written consent.

Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance record
based ontrading actual client portfolios, simulated results are achieved by means of the retroactive application of a backtested
model itself designed with the benefit of hindsight. Taking into account historical events the backtesting of performance also
differs from actual account performance because an actual investment strategy may be adjusted any time, for any reason,
including a response to material, economic or market factors. The backtested performance includes hypothetical results that
do not reflect the reinvestment of dividends and other earnings or the deduction of advisory fees, brokerage or other
commissions, and any other expenses that a clientwould have paid or actually paid. No representation is made that any trading
strategy or account will or is likely to achieve profits or losses similar to those shown. Alternative modeling techniques or
assumptions might produce significantly different results and prove to be more appropriate. Past hypothetical backtest results
are neither an indicator nor guarantee of future returns. Actual results will vary, perhaps materially, from the analysis.

The method for computing individual E,S,G and composite ESG scores set forth herein is a novel method developed by the
Research department within Deutsche Bank AG, computed using a systematic approach without human intervention.
Different data providers, market sectors and geographies approach ESG analysis and incorporate the findings in a variety of
ways. As such, the ESG scores referred to herein may differ from equivalent ratings developed and implemented by other ESG
data providers in the market and may also differ from equivalent ratings developed and implemented by other divisions within
the Deutsche Bank Group. Such ESG scores also differ from other ratings and rankings that have historically been applied in
research reports gublished by Deutsche Bank AG. Further, such ESG scores do not represent a formal or official view of
Deutsche Bank AG.

It should be noted that the decision to incorporate ESG factorsinto any investment strategy may inhibit the ability to participate
in certain investment opportunities that otherwise would be consistent with your investment objective and other principal
investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than
portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and the investment opportunities
available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG
or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with
corporate responsibility, sustainability, and/or impact performance.
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