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Executive Summary

· German economy contracted by 3.8 percent compared to the last quarter of 2008. 

· German Government has announced that the economy will contract by six percent in 2009 before recovering marginally by 0.5 percent in 2010. 

· German exports plunged in March 2009 by nearly 16 percent in comparison to March 2008 and imports fell likewise by 11.6 percent.  
· Munich-based Ifo research institute’s closely-watched business-confidence index of Germany climbed to 84.2 points in May 2009 from 83.7 points in April 2009. 

· Unemployment in Germany dropped slightly to 8.2 percent in May 2009  from 8.6 percent in April 2009. Unemployment, however, continues to plague the German economy. 
· German consumer price index is estimated to have fallen to zero percent  in May 2009 (from 0.7% in April 2009) for the first time in 22 years. 
· During the period  Jan.-Feb. 2009,  total Indo-German trade decreased by 8.98% to Euro 2.03 billion; Indian exports declined by 0.78% to Euro 0.89 billion and imports decreased by 14.53% to  Euro 1.14 billion.

· The German cabinet, on May 27, 2009, has revised its budget deficit forecast for 2009. Its new debt would increase from an earlier estimate of Euros 10.7 billion to a record Euros 47.6 billion.  
· Porsche plans to expand its presence across India and increase dealerships to 11 beyond the current Delhi and Mumbai outlets. 

· A delegation from the College of Agricultural Banking (CAB) of Reserve Bank of India (RBI) visited Germany from May 17 – 21, 2009
· A delegation from National Bank for Agriculture and Rural Development (NABARD) visited Germany from May 24-31, 2009
· The Indo-German Chamber of Commerce commemorated 50 years of establishment of its German Office in Düsseldorf on May 27, 2009.
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ECONOMIC AND COMMERCIAL REPORT – MAY 2009
(i)

Total GDP and its growth during the most recent quarter and previous year

Quarterly GDP growth in % 

	
	% growth over the earlier quarter
	% growth over corresponding quarter in the preceding year

	
	2006
	2006

	1st Qtr
	+0.9
	+3.4

	2nd Qtr
	+1.3
	+1.6

	3rd Qtr
	+0.7
	+2.7

	4th Qtr
	+1.0
	+3.7

	
	
	

	
	2007
	2007

	1st Qtr.
	+0.4
	+3.4

	2nd Qtr.
	+0.4
	+2.5

	3rd Qtr.
	+0.6
	+2.4

	4th Qtr.
	+0.3
	+1.6

	
	
	

	
	2008
	2008

	1st Qtr.
	1.5
	+2.1

	2nd Qtr.
	-0.5
	+3.4

	3rd Qtr.
	-0.5
	+1.4

	4th Qtr.
	-2.1
	-1.6

	
	
	

	
	2009
	2009

	1st Qtr.
	-3.8
	-6.7


Annual GDP growth in %

	2001
	2002
	2003
	2004
	2005
	2006 
	2007 
	2008 

	+1.2%
	+0.0%
	–0.2%
	+1.2%
	+0.8%
	+3.0%
	+2.5%
	+1.3%


(ii)
State of the German Economy

According to Germany's Federal Statistics Office, German economy contracted by 3.8 percent compared to the last quarter of 2008. (Compared to the first quarter of 2008, the economy shrank even more by 6.7%). This is the strongest contraction Germany has seen since 1970, when the German Federal Statistical Office began tracking quarter-to-quarter growth. It is also the first time since reunification in 1990 that the German economy has experienced so many quarters of negative growth.  The contraction was due mainly to a plunge in exports of nearly 10 percent. The German Government estimates the economy to shrink by six percent in 2009 before recovering marginally by 0.5 percent in 2010. 

German exports plunged in March 2009 by nearly 16 percent in comparison to March 2008 and imports fell likewise by 11.6 percent.  Germany's foreign trade balance continues to show a surplus of Euros 11.3 billion, but that was still down from Euros 16.8 billion in March 2008. 

 
However, despite Germany’s deep recession, German consumer confidence remained stable. GFK's closely watched barometer of consumer sentiment was stable at 2.5 points. It has remained virtually unchanged since March 2009 as consumers wait to see if the Germany economy, has indeed hit rock-bottom.  German business confidence rose in May 2009 for the second time in a row. The Munich-based Ifo research institute’s closely-watched business-confidence index climbed to 84.2 points in May 2009 from 83.7 points in April 2009. 

Unemployment continues to plague the German economy. According to the Federal Labour Office, unemployment in Germany dropped slightly to 8.2 percent in May 2009  from 8.6 percent in April 2009. Experts say a reduced hours programme funded by the Government has saved jobs program,  but that this programme will not be enough to maintain job security in the long run.   

Due to the financial and economic crisis and numerous stimulus measures that have been agreed by the Government, the German cabinet, on May 27, 2009, has revised its budget deficit forecast for 2009 and said that its new debt would increase from an earlier estimate of Euros 10.7 billion to a record Euros 47.6 billion.  The Bundestag (Germany’s Lower House of Parliament) has decided to slower Germany’s spiralling debt by agreeing to introduce a reform that would prohibit all of its 16 states from incurring new debt from 2020 and restricting Germany as a whole to debt no higher than 0.35% of its GDP.  The law must still pass through the Bundesrat (the Upper House of Parliament). 
(iii) Rate of Inflation

According to the Federal Statistical Office,   the German consumer price index is estimated to have fallen to zero percent  in May 2009 (from 0.7% in April 2009) for the first time in 22 years. The sharp decline is due to the drop in energy prices over the last few months.  
(iv) Total trade and its growth during the most recent quarter and the previous year (overall) along with trade balance 

German Foreign Trade (in Euro  billion)

	Item
	January to December    2007
	% change
	Jan.-Dec.

2008
	% change
	Jan. – March 2009
	% change

	 Exports 
	969.1
	+8.5%
	992.7
	+2.8
	199.3
	-20.9

	 Imports 
	770.4
	+5.0%
	814.5
	+5.8
	172.4
	-14.1

	 Balance of trade 
	+198.8
	+25.0%
	+178.2
	-8.75
	+26.9
	-47.5


(v)
Total trade and its growth to 10 major countries

Germany’s Principal Ten Export Destinations in Jan.2009 (in € bill.)

	Sl. No.

Ranking 


	German Exports
	Jan.
2009
	Jan.-Dec.  2008
	Value 

Jan.-Dec.2007
	Value 

Jan.-Dec.2006

	1.
	France
	6.85
	96.85
	93.86
	85.00

	2.
	Netherlands
	4.59
	65.64
	62.37
	56.53

	3.
	USA
	4.32
	71.46
	73.35
	77.99

	4.
	Italy
	4.29
	64.00
	65.14
	59.34

	5.
	UK
	4.18
	66.78
	70.99
	64.72

	6.
	Austria
	3.99
	53.84
	52.76
	49.51

	7.
	Belgium
	3.52
	51.63
	51.40
	46.72

	8.
	Switzerland
	2.83
	38.99
	36.35
	34.78

	9.
	Spain
	2.52
	43.70
	48.15
	41.77

	10
	Poland
	2.46
	40.14
	36.08
	29.01

	
	
	
	
	
	

	
	Total German Exports
	64.5
	992.70
	969.10
	893.0


(India stands at 21st position for the month of January 2009)

Germany’s Principal Ten Import Sources in January 2009 (in € bill)
	Sl. No.

Ranking 


	German Imports 
	January 2009
	Jan.-Dec.

2008
	Value 

Jan-Dec. 2007
	Value 

Jan-Dec. 2006

	1.
	China
	5.18
	59.37
	54.64
	49.95

	2.
	Netherlands
	5.03
	72.08
	64.32
	60.74

	3.
	France
	4.60
	66.71
	64.91
	62.10

	4.
	USA
	3.48
	46.06
	45.62
	49.19


	5.
	Italy
	3.33
	45.96
	44.34
	41.46

	6.
	UK
	2.67
	44.26
	43.41
	40.83

	7.
	Switzerland
	2.43
	31.16
	29.78
	25.22

	8.
	Austria
	2.42
	33.14
	32.75
	30.30

	9.
	Belgium
	2.22
	39.77
	38.82
	33.38

	10.
	Russia
	2.00
	35.90
	28.77
	30.02

	
	
	
	
	
	

	
	Total German Imports
	57.6
	814.5
	770.4
	734.0


(India stands at 24th position for the month of January 2009)
(vi) The principal five export commodities (Jan. –Feb. 2009)  (€ bill.)
	Product
	Jan.

Feb. 2009
	Jan.-Dec.
2008
	Jan- Dec. 2007
	% change
	Jan.-Dec. 2006
	% change

	Machines
	20.35
	146.92
	138.6
	+6.0
	129.9
	+  6.7

	Motor Vehicles and automobile Components
	16.66
	174.14
	180.8
	-3.6
	166.4
	+  8.6

	Iron and Steel Products, Non Ferrous metals and Products 
	6.35
	62.65
	62.2
	+0.7
	55.7
	+  18.8

	Chemical Products.
	5.54
	137.95
	127.5
	+8.2
	119.2
	+  6.9

	Rubber & Synthetic Products
	4.12
	32.45
	33.23
	-2.34
	30.17
	10.14

	Total German Exports 
	128.93
	992.70
	969.1
	+2.8
	893.0
	+8.5


(vii) The principal five import items (Jan.-Feb.2009) (in Euro billion)
	Product
	Jan.-
Feb.2009
	Jan.-Dec.  

2008
	Jan.- Dec. 2007
	% change
	Jan-Dec. 2006
	% change

	Earth Oil and Earth Gas  
	10.11
	82.25
	61.1
	+34.6
	66.1
	-7.6

	Machines
	9.23
	58.33
	54.4
	+7.2
	52.8
	+3.0

	Motor vehicles and automobile components  
	8.45
	74.01
	76.4
	-3.2
	73.2
	+   4.4

	Chemical Products 
	7.92
	94.84
	90.5
	+4.79
	83.8
	+  7.9

	Iron and Steel Products, non ferrous metals
	5.95
	63.37
	64.1
	-1.1
	55.9
	+14.6

	Total German Imports 
	113.5
	814.5
	770.40
	+5.8
	734.0
	+5.0


(viii) Total trade and its growth in trade in services  (Euro million )
	Sl.
	Major Service Sectors
	2007 (Jan.-Dec)
	2008 (Jan-Dec.)
	       2009 (Jan.-Feb.)

	
	
	Income
	Spending/

Expendi-ture 
	Income
	Spending/

Expendi-

Ture
	Income
	Spending/

Expendi-

ture

	1.
	Travel
	26,226
	62,162
	27,208
	61,994
	3,365
	6,586

	2.
	Transport 
	38,954
	31,568
	42,023
	34,220
	5,904
	4,677

	3.
	Insurance
	4,131
	1,946
	2,933
	2,585
	506
	299

	4.
	Fin.Services
	8,232
	5,101
	9,035
	5,119
	1,201
	724

	              Total
	1,53,230
	1,73,744
	1,69,974
	1,82,795
	24,984
	28,206


BILATERAL 

(ix) Analysis of Indo-German Trade (in Euro billion)

	
	2006
	% change 
	2007
	% change
	2008
	% change
	2009

(Jan.-Feb)
	% change

	Indian Exports
	4.22
	+23.2
	4.72
	+11.84
	5.25
	+11.23
	0.89
	-0.78

	Indian  Imports
	6.36
	+52.2
	7.35
	+15.56
	8.15
	+10.88
	1.14
	-14.53

	Total Trade
	10.58
	+39.2
	12.07
	+14.08
	13.40
	+11.02
	2.03
	-8.98


During the period  Jan.-Feb. 2009,  total trade decreased by 8.98% to Euro 2.03 billion; Indian exports declined by 0.78% to Euro 0.89 billion and imports decreased by 14.53% to  Euro 1.14 billion.
(x) Total trade and its growth with India by top 10 commodities 

(Jan. –Feb.2009) 
(in Euro million)
	Sl. No
	Top 10 Indian Exports to Germany 


	Jan.-

Feb.2009
	Jan.-

Dec.

2008
	Jan.-Dec.

2007
	Jan.-Dec.  2006
	Jan-Dec. 2005

	1.
	Garments from Interlaced Yarns and Cotton
	78.62
	407.60
	400.53
	370.84
	288.5

	2.
	Textile Products (not mentioned elsewhere)
	62.87
	307.64
	322.42
	296.88
	266.3

	3.
	Other Cotton Garments (excl. knitted) 
	59.67
	285.84
	264.93
	281.91
	204.2

	4.
	Leather goods and Leather Garments (excl. Shoes) 
	46.05
	220.38
	196.25
	165.83
	152.7

	5.
	Chemical Primary Products 
	43.69
	274.67
	238.86
	203.59
	167.8

	6.
	Iron-, Sheets and Metal goods (not mentioned elsewhere)
	42.06
	201.62
	179.95
	
122.28
	85.7

	7.
	Shoes
	39.79
	212.83
	214.99
	188.46
	168.9

	8.
	Pharmaceutical Primary Products
	31.93
	178.05
	148.88
	158.75
	122.2

	9
	Equipments for Electricity Generation and Distribution
	23.92
	144.47
	101.32
	80.48
	56.85

	10.
	  Electronic Components 
	20.13
	193.80
	109.95
	106.42
	98.34

	
	
	
	
	
	
	

	
	Total Indian Exports
	890.00
	5,250.00
	4,720.00
	4,220.0
	3,407.5


	Sl. No.

 
	Top 10 Indian Imports from Germany
	Jan.-

Feb.2009
	Jan.-Dec.

2008
	Jan.-Dec.

2007
	Jan.-Dec. 2006
	Jan-Dec. 2005

	
	
	
	
	
	
	

	1.
	Aircrafts
	131.89
	267.26
	689.36
	633.98
	155.64

	2.
	Equipments for Electricity Generation and Distribution 
	64.89
	580.52
	489.55
	400.1
	278.3

	3.
	Complete Fabrication Plants
	54.34
	130.29
	191.02
	196.82
	79.85

	4.
	Bearings, Gears, Power Drive elements
	50.66
	440.06
	350.06
	313.7
	204.0

	5.
	Machine tools
	49.44
	394.93
	393.19
	238.5
	176.5

	6.
	Measurement and control products
	47.52
	344.49
	282.19
	270.21
	202.9

	7.
	Electronic Components
	30.63
	189.40
	76.05
	69.37
	45.48

	8.
	Sheets from Iron and Steel
	30.29
	244.13
	179.22
	130.76
	156.34

	9.
	Mining, Construction- and construction material machinery
	30.22
	263.17
	209.32
	152.8
	71.98

	10.
	Synthetic Materials
	29.91
	176.42
	149.64
	130.98
	142.69

	
	
	
	
	
	
	

	
	Total Indian Imports
	1140.00
	8,150.00
	7,350.00
	6,360.0
	4,180.0


It may be noted that Indian exports of (i) Iron Sheets and Metal Goods  (ii) Textile Products (not mentioned elsewhere) and (iii) Leather Goods and Leather Garments (excl. shoes) have shown growth rates of  31.7%, 20.8% and 18.4% respectively while (i) Electronic Components, (ii) Chemical Primary Products have shown declines of 32.48% and 12.5% respectively during the period January to February 2009. 
(xi) Investments:

German investment interests in India

Porsche is planning to expand in India. Porsche, which sells the Cayenne SUV and sports cars like the 911, Boxster and Cayman in India through the import route, plans to expand its presence across India and increase dealerships to 11 beyond the current Delhi and Mumbai outlets. Porsche, whose cars cost between Rs 50 lakh and Rs 1 crore, sold 168 units in 2008 in India and hopes to increase the numbers to 200 units in 2009.  The company is looking at expanding to new cities like Bangalore, Hyderabad, Chennai, Cochin and Ludhiana. Cayenne is the most popular brand for the company, which has decided to bring in the diesel variant of the SUV to the Indian market, that was unveiled at the Geneva Motor Show recently. 

     (xii)  Trade Enquiries
Total No. of Trade Enquiries from India 

:
39
Total No. of Trade Enquiries from Germany 

:
128 

(incl. telephonic enquiries)

     (xiii)  Trade Disputes:

Hemlines Textile Exports Ltd.,




DWW Woolworth
Mumbai







Deutschland GmbH, 

Frankfurt

This is regarding claims by the Indian company to recover export proceeds from the German company for shipments effected to them prior to their filing for insolvency on April 14, 2009.  The claims of the supplier are handled by the insolvency administrator of the German company.   

(xiv) International Trade Fairs in Germany
ACHEMA – International Exhibition & Congress on Chemical Engineering, Environmental Protection and Biotechnology, Frankfurt (11 – 15.05):  106 Indian exhibitors participated in the fair. 

Transport Logistic – International Exhibition for Logistics, Telematics and Transport, Munich (12 – 15.05):  Three Indian companies exhibited in the fair. 

Interzum – International fair for Suppliers of the Furniture Industry, Cologne (13 – 16.05):  15 Indian companies took part in the fair

Stone + Tec – International Trade Fair for Natural Stone and Stone Processing Technology, Nürnberg (20 – 23.05):  There were 31 Indian exhibitors at the fair. The All India Granite and Marble Association had an information stand at the fair.  
Intersolar – International Trade Fair and Conference for Solar Technology, Munich (27 – 29.05):  17 Indian companies exhibited in the fair. 

(xv) Visits of Delegations:
Delegations from India to Germany
Visit of participants of Management Development Institute to Germany (May 11-15, 2009 ):  About 30 Participants of its Post Graduate Programme visited Germany from May 11-15, 2009.  The participants of the programme were senior officials of PSUs and Indian companies. The programme was organised by the European School of Management, which is their partner institution in Europe. Their training in Berlin included, amongst others, seminars on intercultural management, focus on case studies, on B2B Negotiations including visits to certain companies in Berlin. As part of their programme in Berlin, the MDI participants visited the Embassy on May 12, 2009.  Deputy Chief of Mission Ms Renu Pall addressed them and gave them an overview of the developments and prospects of Indo-German economic relations.  

Visit of a delegation from the College of Agricultural Banking (CAB) of Reserve Bank of India (RBI) to Germany (May 17 – 21, 2009):  The visit was organised as an International Exposure Visit for Chairmen of some Regional Rural Banks (RRBs) to Germany from May 17-21, 2009 to give the participants an opportunity to understand the modern production, processing and marketing technologies in agri business and the methods adopted by the banks for financing these activities.  The delegation was in Düsseldorf and nearby areas and visited farms, vineyards, and met with the German Cooperative and Raiffeisen Confederation and the Organisation of Producers & Marketers of Horticultural Products. 

Visit of delegation from National Bank for Agriculture and Rural Development (NABARD) to Germany (May 24-31, 2009):   A group of 12 senior executives of  NABARD visited Germany from May 24-31, 2009 on a study visit to deepen and widen the partnership with the German Development Cooperation so as to be able to contribute to solutions to global challenges (climate change, MDGs) and to the key national challenge of poverty alleviation.  The delegation visited Frankfurt, Eschborn, Bonn and Berlin. Their programme included meetings with members of Kreditanstalt für Wiederaufbau (KfW), German Agency for Technical Cooperation (GTZ), Members of German Parliament as well as visits to renewable energy projects and to biosphere reserve. 
(xiii) Other Promotional Events and Activities

The Indo-German Chamber of Commerce (IGCC) commemorated 50 years of the establishment of its German Office in Düsseldorf on May 27, 2009.  Ambassador Shri Sudhir Vyas participated as the Guest of Honour at the traditional annual meeting on May 27, 2009 held in Düsseldorf.   Some of the other speakers at the meeting included Shri Ranjit Pratab, President of IGCC, Mr. Dirk Elbers, Lord May of Düsseldorf, Mr. Bernd Mützelburg, former German Ambassador in India, Minister of Economic Affairs of NRW Ms Christa Thoben and CEOs of some German companies. Ambassador participated in the welcome dinner organized by the Düsseldorf Chamber of Commerce on May 26, 2009. 
The International Transport Forum was held from May 26-29 May 2009 at Leipzig.  The Ministers of Transport of 51 Forum Member Countries and guest countries met in Leipzig from 26 to 29 May 2009 with key leaders from industry, the research sector and civil society to discuss the challenges of globalisation for the transport sector and consider what transport can do to respond to the needs for global economic and social development.  Deputy Chief of Mission Ms Renu Pall participated in the Forum on May 28, 2009. 
The Commercial Section gave wide publicity among the German industry associations, business federations, chambers of commerce and has encouraged German participation in the following fair:
· International Conference and Exhibition on “Dairy Development in India” from October 23 – 25, 2009 at Chandigarh, India
· Silk Paradise from July 15 – 17, 2009 at Pragati Maidan, New Delhi
· 17th Delhi International Leather Fair (DILF 2009) from October 23 - 25, 2009 at New Delhi
· 26th India International Jewellery Show (IIJS 2009) from August 06 - 10, 2009 at Bombay Exhibition Centre in Mumbai
· Pune Expo 2009 from November 04 - 08, 2009 at Pune
· Arogya – Comprehensive International Health Fair on Ayurveda, Yoga, Naturopathy, Unani, Siddha and Homeopathy organised by Ministry of Health & Family Welfare and ITPO in New Delhi from September 18 – 21, 2009
*****                   
                      June 3 2009.
Annexure I

GERMAN FOREIGN TRADE (in Euro billion)
	Item
	March
	January to
March
	February
	March
	January to
March

	
	2009
	2008

	 Exports 
	70.3
	199.3
	64.5
	83.5
	251.8

	Imports 
	59.0
	172.4
	55.8
	66.8
	200.7

	Balance of Foreign trade 
	+11.3
	+26.9
	+8.6
	+16.8
	+51.2



 
  Groups of countries
  

	Item
	March
2009
	January to
March
2009
	Percentage change from

	
	
	
	March
2008
	January to
March
2008

	
	EUR bn
	%

	Total exports
	70.3
	199.3
	–15.8
	–20.9

	Including:
	  

	EU Member States
	44.9
	127.6
	–17.4
	–21.5

	   Euro-zone
	31.2
	88.7
	–14.9
	–19.6

	   Non-euro-zone
	13.7
	38.9
	–22.5
	–25.7

	Third countries
	25.4
	71.7
	–12.9
	–19.6

	Total imports
	59.0
	172.4
	–11.6
	–14.1

	Including:
	  

	EU Member States
	38.7
	111.3
	–11.3
	–14.2

	   Euro-zone
	27.6
	80.3
	–10.7
	–12.9

	   Non-euro-zone
	11.1
	31.1
	–12.9
	–17.3

	Third countries
	20.4
	61.1
	–12.0
	–13.9
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