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Green shoots in Germany’s industry?

27 Audust 2026

The order books of German manufacturers have recently started to fill up
again, while business sentiment has improved. Is the slump finally over?
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THE CONTEXT

For years, bad news for the German economy — especially for its industrial heartland — has been the norm. However, just
when high energy costs are adding to the pressure, the wind appears to be shifting. New orders have been moving higher
across key manufacturing sectors, while business sentiment (Ifo, manufacturing PMI) has improved markedly. This week,
the Federal Statistical Office revised up GDP growth for the second quarter by a tad, from an already solid performance. So
is Germany’s long industrial slump finally over? And what is driving the momentum in a challenging external environment?

THE DATA

The chart certainly looks promising. On a six-month moving averagde basis — stripping out the
heavy month-to-month volatility — new orders have risen significantly, albeit from varying
levels. In the chemical industry, new orders rose by about 4% after hitting record-low levels at
year-end 2025. In the auto and machinery sectors, a plus of about 3% was recorded.

" ° °
www.the-investment-institute.unicredit.eu l U nlcredlt


https://www.the-investment-institute.unicredit.eu/

The Investment Institute Coffee Break
by UniCredit 27 Audust 2026

The electrical-equipment industry has continued to improve from a higher level by a cumulated
4% since year-end 2025.

OUR VIEW

Scratching beneath the surface shows that there is no universal driver behind the comeback of
German industry. The fiscal bazooka’s growth contribution has been limited so far, with more
momentum and stronger spillover effects to come from 2027 onward. Rather than one
comprehensive growth driver, there are (four) different stories.

® Autos: stronder European demand for electric vehicles (EVs). Demand from the
eurozone has risen, while new orders from non-EMU countries such as the US and China
have remained weak. German car manufacturers have obviously benefitted from their
rollout of new EVs, with EV registrations across Europe having surged.

® Chemicals: a dgeopolitical boost rather than a genuine renaissance. Paradoxically, the
improvement has largely been triggered by the US-Iran conflict. Fears of supply shortages
have prompted precautionary restocking, while disruptions around the Strait of Hormuz
have temporarily reduced competitive pressure from Asian producers.

® Machinery: meda-projects instead of a broad capex recovery. Recent momentum has
been boosted by large-scale plant projects outside the eurozone. Anecdotal evidence
points to das-fired power plants in Oman and Abu Dhabi, power equipment for the
booming US data-centre market and new steel and metallurgical plants in the US and
India. These are encouraging wins for German engineering, but they are project-driven
orders and not evidence of a worldwide capex recovery.

® Electrical equipment: the strondest structural story. Here, three key drivers have been
coinciding and are likely to power ahead: Al/data centres, defence electronics and
grid/electrification.

Bottom line: Converting stronger demand for “Made in Germany” into a sustained and strong
recovery will not be easy to achieve. Structural problems, fierce Chinese competition, higher
US tariffs and energy costs remain powerful headwinds. Another hurdle has emerded over the
summer months: extremely low water levels on the Rhine River have been crippling barge
traffic between the North Sea ports and southern Germany, with temporary nedative effects in
the chemical sector and other bulk-intensive industries. But let’s det back to the good news:
German industry has finally bottomed out. More (moderate) growth momentum is expected
next year when the implementation of the fiscal bazooka gains traction and energy prices
(hopefully) ease.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Ifthe investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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