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Commerzbank Research economic outlook: the state of emergency becomes the norm

Chief Economist Jorg Kramer: “We predict a strong economic recovery will emerge following a
tough lockdown winter”

2021 growth forecast: 4.5% for Germany, 5.0% for the eurozone, 4.0% for the US
2021 DAX year-end forecast: 14,200 points

Core inflation to average at only 0.8% in 2021

Eurozone in lockdown: the current quarter as well as the first quarter of 2021 will be marked by lockdowns.
German gross domestic product (GDP) is likely to fall in the winter months. “We expect a technical recession
in Germany, even if industry is holding up well," said Commerzbank Chief Economist Dr. Jorg Kramer.
However, a strong recovery is likely to begin in the spring. Firstly, the rate of infection is likely to subside due
to warmer temperatures. Secondly, a broad-based vaccination programme should have sufficiently
immunised the population from autumn onwards. Thirdly, consumers will spend part of the large volume of
savings they had accumulated especially in the spring. “Based on our estimates, these coronavirus savings
add up to a considerable 4% of disposable income in Germany," comments Dr. J6érg Kramer. The German
economy, like most eurozone countries, will have returned to pre-crisis levels by the end of next year at the
latest. Commerzbank’s economists expect annual growth for 2021 to average at 4.5% for Germany and at
5.0% for the eurozone; they are therefore more optimistic than the average consensus of economists in
general.

Fiscal policy: relaxation beyond 2021

The role of the state in combating the pandemic, as well as in mitigating its economic consequences, has
been met with increased acceptance. “The reawakened belief in the state favours a climate in which
economic policy will remain in coronavirus mode for a long time to come, even if the slump in gross domestic
product is offset again," Dr. Jorg Kramer stated. “EU fiscal policy will allow euro area countries to run budget
deficits above 3% of GDP long after the crisis has subsided. The €750bn coronavirus pandemic recovery
fund, which should be launched at the start of 2021, is also synonymous with this transition," says Dr. Jorg
Kramer. Commerzbank’s economists estimate that the EU will disburse a good €400bn in the form of loans
and non-repayable grants over the next two years. This corresponds to 1.6% of EU gross domestic product
on average.
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ECB: monetary easing will not end in December

Since the outbreak of the coronavirus pandemic, the ECB’s net bond purchases have equated to the EU
member states’ total net issuance. “Since the outbreak of the virus, the ECB has been financing entire
national budget deficits,” explains Dr. Jérg Kramer. According to Commerzbank’s economists, the ECB will
extend the PEPP bond purchase programme by six months up to the end of 2021 at least and increase the
volume by €600bn to €1,950bn. While interest rate cuts are no longer expected, there should be a further
increase in bond purchases in mid-2022.

With the prospect of a very expansive fiscal and monetary policy longer term, we will see continued asset
price inflation. The ten-year German government bond yield, for example, is likely to remain in negative
territory over the next two years, fluctuating around the -0.5% mark according to Commerzbank Research.
The DAX is forecast to rise further in 2021 (year-end target: 14,200), even though the price-earnings ratio is
already well above the ten-year average. “The fact that the loose monetary policy continues to spark off
rising asset prices is because consumer price inflation is expected to remain low in the coming years,” Dr.
Jorg Kramer explains. Commerzbank’s economists expect core inflation (inflation excluding energy, food and
beverages) to average at just 0.8% in the coming year, although it will rise slightly temporarily once the wave
of infection has subsided.

Commerzbank Research forecasts

2021 2022

Euro area 5,0 5,0
Germany 4.5 4.5
Great Britain 55 45
USA 4,0 3,5
China 8,0 5,0
World 52 3,7
US Dollar (per Euro

at year end) 1,24 1,28
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About Commerzbank

Commerzbank is a leading international commercial bank with branches and offices in nearly 50 countries. The Bank’s
two business segments — Private and Small-Business Customers and Corporate Clients — offer a comprehensive
portfolio of financial services precisely tailored to their customers’ needs. Commerzbank transacts approximately 30% of
Germany’s foreign trade and is the market leader in German corporate banking. The Bank offers its sector expertise to
its corporate clients in Germany and abroad and is a leading provider of capital market products. Its subsidiary mBank in
Poland is an innovative digital bank. The integration of Comdirect enables Commerzbank to combine the services of one
of Germany’s most advanced online banks with a personal advisory offering at local level. The Bank serves around 11.6
million private and small-business customers nationwide and over 70,000 corporate clients, multinationals, financial
service providers, and institutional clients worldwide. Its Polish subsidiary mBank S.A. has around 5.7 million private and
corporate customers, predominantly in Poland, but also in the Czech Republic and Slovakia. In 2019, Commerzbank
generated gross revenues of €8.6 billion with approximately 48,500 employees.
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Disclaimer

This release contains forward-looking statements. Forward-looking statements are statements that are not historical facts.
In this release, these statements concern inter alia the expected future business of Commerzbank, efficiency gains and
expected synergies, expected growth prospects and other opportunities for an increase in value of Commerzbank as well
as expected future financial results, restructuring costs and other financial developments and information. These forward-
looking statements are based on the management’s current plans, expectations, estimates and projections. They are
subject to a number of assumptions and involve known and unknown risks, uncertainties and other factors that may cause
actual results and developments to differ materially from any future results and developments expressed or implied by
such forward-looking statements. Such factors include the conditions in the financial markets in Germany, in Europe, in
the USA and other regions from which Commerzbank derives a substantial portion of its revenues and in which
Commerzbank holds a substantial portion of its assets, the development of asset prices and market volatility, especially
due to the ongoing European debt crisis, potential defaults of borrowers or trading counterparties, the implementation of
its strategic initiatives to improve its business model, the reliability of its risk management policies, procedures and
methods, risks arising as a result of regulatory change and other risks. Forward-looking statements therefore speak only
as of the date they are made. Commerzbank has no obligation to update or release any revisions to the forward-looking
statements contained in this release to reflect events or circumstances after the date of this release.
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