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Global output growth slowed down only slightly and proved resilient amid trade conflicts and the re-
sulting increase in uncertainty. World trade has even risen sharply. Both trade and investment con-
tinue to be buoyed by the boom in AI-related technologies. Monetary policy in the United States is ex-
pected to be eased further, while in the euro area policy rates are likely to remain at their current level 
for the time being. At the same time, fiscal policy will be expansionary on aggregate—driven in part by 
substantial increases in defense spending in many countries in response to the altered geopolitical en-
vironment. However, the dampening effects of US tariff policy are likely to become increasingly appar-
ent, especially since US tariffs can be expected to remain permanently high. Against this backdrop, we 
expect the global economic expansion to gradually slow down further over the coming months, as 
growth in the United States and the euro area is likely to temporarily weaken and the business outlook 
in China has recently deteriorated. Given the robust developments so far, we have nevertheless revised 
our forecast for global output – based on purchasing power parities – markedly upwards compared with 
our autumn forecast, by 0.3 percentage points each for both this year and next, to 3.3 percent and 3.1 
percent, respectively. For 2027, we now expect global growth to accelerate to 3.2 percent. The decline 
in inflation came to a halt in 2025; in the United States, prices have even increased more strongly due 
to tariffs, and there remains a risk that monetary policy will eventually have to tighten in response. 

The global economy proved robust amid high 
economic uncertainty. Global production con-
tinued to expand significan tly in the first half 
of 2025, despite the enormous economic un-
certainty triggered by the US government, al-
beit at a slightly slower pace than in the second 
half of 2024. The pace of expansion is likely 
to have remained about the same in the third 
quarter (Figure 1). Among the advanced econ-
omies, the US economy in particular should 
have expanded significantly once again, 
whileproduction growth in Europe remained 
low and the Japanese economy even con-
tracted. In the emerging markets, growth 
slowed slightly overall, with a gradual decel-
eration in China and a somewhat stronger 
slowdown in Latin America. At the beginning 

 

Figure 1: 
World Economic Activity 
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of the fourth quarter, the Purchasing Manag-
ers’ Indices for the overall economy point to 
a continued robust expansion of global pro-
duction, with activity in the manufacturing 
sector even picking up. All in all, the global 
economy is expected to continue to expand at 
a moderate pace in the fourth quarter of 2025.  

International trade in goods increased unex-
pectedly strongly. Global trade in goods 
grew strongly in 2025 despite the aggressive 
rise in US tariffs (Figure 2). The expectations 
of international organizations, which had 
been noticeably reduced in the spring in view 
of the tariff announcements by the United 
States, were raised again in the fall, and even 
these forecasts are likely to be exceeded. The 
annual average is expected to rise by 4.6 per-
cent, significantly stronger than in 2024 
(2.5 percent).  

After the surge at the beginning of the year, US imports hardly fell below the level rec-
orded before the tariffs were imposed. In the first few months of the year, US imports 
rose noticeably in anticipation of high additional tariffs. Although this effect increased 
US imports only temporarily, even after the tariffs were introduced, they did not fall 
significantly below the level that would have been expected without the change in US 
trade policy, as is often observed if demand is frontloaded. On the one hand, this was 
because there were still incentives to import during the summer months as a precau-
tionary measure, since initially only an additional basic tariff of 10 percent applied to 
many countries and, due to the announcements on April 2, known as "Liberation Day," 
significantly higher tariffs were often feared. On the other hand, exporters to the US 
and US retailers have so far been slow to pass on the higher tariffs, so that the damp-
ening effect on demand in the US is not yet very pronounced.  

Foreign trade has strengthened significantly, especially in Asia. This region is benefit-
ing particularly from the global AI boom. In the United States, imports of IT equipment 
continued to grow unabated over the course of the year as well, especially as these 
products are generally exempt from the additional tariffs. According to WTO esti-
mates, IT products accounted for almost half of the growth in world trade in the first 
half of 2025 (WTO 2025). In addition, China has largely succeeded in compensating for 
the slump in exports to the US by increasing exports to other countries. Deliveries to 
the EU, for example, rose at an accelerated pace. Above all, however, exports to Asia 
increased sharply (Figure 3). However, there are indications that the additional tariffs, 
which temporarily differed substantially across countries, led to a diversion of trade 

 

Figure 2: 
World Trade 
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that statistically inflated global trade. For in-
stance, exports to countries such as Thailand 
and Vietnam have increased dramatically 
since April – by 20 to 30 percent compared to 
the previous year – while at the same time US 
imports from these countries have also risen 
sharply, bucking the general trend (Figure 4). 

In the advanced economies, aggregate GDP 
rose in the third quarter, mainly because out-
put in the United States likely grew signifi-
cantly once again. The longest government 
shutdown in US history, from October to 
mid-November, has led to a considerable de-
lay in the publication of numerous macroeco-
nomic statistics. As a result, the initial esti-
mate for GDP in the third quarter was not yet 
available at the time of writing. However, the 
available data and the nowcast estimates de-
rived from it point to another strong expan-
sion, driven by a significant increase in cor-
porate investment in AI and a recovery in 
consumer spending. In contrast, growth in 
Europe was modest. In the euro area, GDP in-
creased slightly faster than in the second 
quarter, at a rate of 0.2 percent, mainly be-
cause investment made up for part of the de-
cline recorded in the previous quarter, while 
growth in the United Kingdom slowed further 
to just 0.1 percent. Developments in the ad-
vanced economies in Asia were mixed: While 
GDP in Japan declined markedly mainly due 
to a sharp drop in residential construction 
and declining exports, significant increases 
in production were recorded in South Korea 
and in Taiwan, where growth rates were once 
again very high. In these countries, the 
global increase in demand for high-tech 
goods related to rising investment in AI sys-
tems is particularly noticeable. Overall, GDP 
in the major advanced economies grew 
somewhat more slowly in the third quarter 
than in the second quarter (Figure 5).  

 

Figure 3: 
Chinese Goods Exports - Selected Countries and 
Economies 

 

Figure 4: 
US Goods Imports - Selected Countries and Econ-
omies 
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In the emerging markets, the economy re-
mained robust, particularly in Asia. GDP 
growth in China accelerated slightly in the 
third quarter to 1.1 percent compared with the 
previous quarter. Economic policy measures 
supported the domestic economy, with pri-
vate consumption in particular continuing to 
pick up – its contribution to GDP growth 
reached just under 57 percent, the highest 
level in more than a year. Although exports 
remained on an upward trend despite the 
sharp decline in shipments to the United 
States, the contribution of net exports to 
growth declined to 29 percent. Compared 
with the previous year, the GDP growth rate 
fell to 4.8 percent. The picture in the ASEAN 
countries was mixed; overall, the economy 
expanded significantly – particularly 
strongly in Malaysia – but in Thailand, GDP 
contracted noticeably, probably due in part to uncertainties surrounding the change of 
government. Strong growth in India continued despite the trade dispute with the United 
States. The Indian government responded to the imposition of an additional 25 percent 
punitive tariff in August by lowering the VAT and increasing government spending in 
order to stimulate domestic demand. Favorable weather conditions continued to sup-
port agricultural output. Compared to the previous year, GDP was 8.2 percent higher 
in the third quarter. In contrast, growth in Latin America tended to be weak. In Brazil, 
GDP virtually stagnated, hampered by high interest rates and persistent upward pres-
sure on consumer prices. In Mexico, GDP even contracted by 0.3 percent, with the 
country’s manufacturing sector having been particularly affected by the protectionist 
trade policy of the United States. The recovery of the Argentine economy has slowed 
considerably and may even have come to a standstill in the summer months. Signs of 
weakness are also evident in the Russian economy, where war-related production re-
strictions and lower oil prices have caused export revenues to plummet and overall 
economic output has recently stagnated at best (Deutsche Bundesbank 2025). According 
to official figures, year-on-year growth in the third quarter slowed to 0.8 percent. This 
is a further slight slowdown compared with the first two quarters of the year and a sig-
nificant decline from the high growth rates recorded in the past two years. In Russia, 
the economy appears to be operating at its capacity limit.  

The trade policy of the United States continues to weigh on the global economy. Trade 
policy uncertainty has decreased for many countries as trade agreements with the US 
were reached in the summer and a looming escalation of the trade conflict with China 
was averted in October. The US-China agreement provides for slightly lower tariffs for 
China than those that had been in place until then. The additional burden since Donald 

 

Figure 5: 
GDP and Domestic Demand in the G-7 
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Trump assumed office now amounts to 20 percentage points in general, which is simi-
lar to the level applied to other Asian countries. It is important not only for the United 
States that China intends to waive for one year the export controls on rare earths that 
had previously been announced. In addition, there is a pledge to import US agricultural 
goods on a large scale again. Still, the level of US tariffs remains historically high. 
Currently, the average tariff is 15.8 percent. Even after an expected adjustment of the 
demand structure, an effective tariff rate of 11.2 percent would remain. In addition, 
trade policy uncertainty remains considerable. Ad hoc punitive tariffs continue to be a 
threat as an instrument preferred by the US President to exert political pressure, and 
special tariffs can be levied to provide additional protection for domestic industries at 
any time. Most recently, tariffs of 50 percent were extended to steel and aluminum 
components in other products, and additional tariffs were imposed on imports of heavy 
trucks, buses, lumber, and wood products. For our forecast, we assume that tariff reg-
ulations  remain unchanged. 

Energy prices continued to decline. The oil price has been on a downward trend since 
spring 2024. However, geopolitical events have repeatedly led to concerns about sup-
ply security and temporary price increases, most recently in summer 2025. Since then, 
prices have fallen significantly. At the beginning of December, a barrel of Brent crude 
cost around 63 US-Dollar, which is the same as the low recorded in April this year and 
around 10 Dollar lower than a year earlier. Upward pressure on oil prices could arise, 
if India significantly reduces its high imports of Russian crude oil on a sustained basis 
and Russian supplies cannot find other buyers. The 25 percent punitive tariffs imposed 
by the US government at the end of August, aimed at reducing such imports, did not 
have an immediate effect, but the announcement of US sanctions against Russia's larg-
est oil companies, Rosneft and Lukoil in No-
vember is expected to substantially curb In-
dian demand for Russian crude oil in the 
coming months (Times of India 2025). Struc-
turally, however, the oil market is currently 
oversupplied, as evidenced by rising invento-
ries for some time now (IEA 2025). Against 
this backdrop, and in line with the financial 
markets, we assume oil prices to decline 
slightly over the forecast period (Figure 6). 
After rising sharply at the beginning of the 
year, the price of liquefied natural gas (TTF) 
has fallen significantly again, recently slip-
ping below the 30 Euro per MWh mark and 
thus becoming significantly cheaper than a 
year ago, when it was still around 50 Euro. 
The decline in non-energy commodity prices 
recorded in the summer has not continued re-
cently. This was mainly due to a noticeable 

 

Figure 6: 
Raw material prices  

https://www.iea.org/reports/oil-market-report-november-2025
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rise in metal prices, while food prices contin-
ued to fall.  

Inflation remained elevated. Inflationary 
pressure tended to increase again in ad-
vanced economies in recent months. In the 
G7 countries, the inflation rate stood at 2.8 
percent in September, compared with 2.4 per-
cent in May 2025 (Figure 7). The core rate 
(consumer prices excluding energy and food) 
has been stuck at just under 3 percent for 
more than a year. Except in the United King-
dom, where a regulatory jump in gas prices 
pushed up the overall inflation rate, the infla-
tion rate is currently being depressed by sig-
nificantly lower energy prices compared to a 
year ago. In the United States, price increases 
due to tariffs have also impacted on inflation. 
However, much of the price impact of tariffs 
at the consumer level is likely still to come, 
as it takes some time until higher prices of imports are passed on to consumer prices. 
In addition, significantly more products are now affected by tariffs than in the spring.  

Central bank interest rates in advanced economies are converging. While the interest 
rate cuts initiated in the summer of 2024 in the major advanced economies were initially 
largely synchronized, the central banks have diverged significantly in their course 
since the end of last year. The European Central Bank (ECB) has continued to reduce 
its key interest rate (deposit facility) since December 2024, from 3.0 to 2.0 percent. At 
the same time, the US Federal Reserve did not change the target range for the federal 
funds rate until September. Now the picture has changed: since its last interest rate 
move on June 5, the ECB has kept its interest rate constant, while the US Federal Re-
serve has started to cut interest rates again in September in view of growing concerns 
about the labor market; the third move in quick succession was decided on December 
10. The Fed's current tendency to give greater weight to risks to the labor market than 
to inflation risks is likely to intensify following the appointment of a new chair to the 
Central Bank Council. We expect four further interest rate cuts in 2026. The key inter-
est rate is therefore likely to be in the range of 2.5 to 2.75 percent by the end of next 
year (Figure 8). In addition, the Fed has ended the process of quantitative tightening, 
as it considers the current level of the central bank balance sheet to be appropriate, and 
is reinvesting the funds coming in from maturing bonds in the capital markets. The 
Bank of England is likely to continue its policy of gradual easing, especially as the 
inflation rate, which is currently still well above its target of 2 percent, is set to fall 
significantly next year due to base effects. The ECB, on the other hand, is expected to 

 

Figure 7: 
CPI Inflation in Industrial Countries 
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maintain its current key interest rate level dur-
ing the forecast period. This will be accom-
panied by balance sheet reduction.1 The Bank 
of Japan, where the current interest rate level 
is still very low by international standards, 
has signaled that it will raise its interest rates 
slightly.  

Interest rate cuts continue to predominate in 
emerging markets. As with the previous 
tightening, monetary policy easing began 
earlier in emerging markets than in advanced 
economies. Nevertheless, interest rate cuts 
have prevailed until recently (Figure 9). Since 
August, key interest rates have been lowered 
in a number of the countries we monitor, 
most recently in India and Mexico, and have 
not been raised in any country.  

Long-term yields have not fallen. Despite the 
significant reduction in central bank interest 

rates over the past year and a half, long-term 
interest rates in advanced economies have 
largely remained at the levels reached in the 
wake of monetary tightening in 2021 and 
2022. In the United States, they have been 
stuck at around 4 percent since the end of 
2022; even the Fed's resumption of interest 
rate cuts in September and the expectation of 
a series of further steps in the coming year 
have not had a significant impact on yields on 
ten-year government bonds (Figure 10). In-
terest rates on corresponding government 
bonds in the United Kingdom were even 
slightly higher in 2025 than in 2024, at around 
4.5 percent. Long-term interest rates in the 
euro area also remained stable, albeit at a no-
ticeably lower level of around 3.2 percent. Fi-
nally, in Japan, yields on long-term govern-
ment bonds rose sharply until recently, 
reaching their highest level in more than 25 
years at just under 2 percent at the beginning 

 

1 The holdings of securities under the two major purchase programs, APP and PEPP, have now fallen from 
their peak of almost €5 trillion in 2022 to around €3.7 trillion and would decline to just over €2.7 
trillion by the end of 2027, if the current pace of reduction were maintained. 

 

Figure 8: 
Policy rates in major advanced economies 

 

Figure 9: 
Monetary Policy in Emerging Markets 
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of December. In Japan, the central bank has 
not yet completed the process of tightening 
monetary policy. Overall, developments on 
the bond markets may indicate sustained 
higher inflation expectations and thus also 
reflect the risk that policy rates will remain 
elevated. In addition, real interest rates are 
likely to have risen structurally, for example 
due to persistently high public deficits and 
lower demand for government bonds by cen-
tral banks.  

Government financing needs remain high. In 
the aftermath of the massive expansion of 
public deficits to cushion the economic im-
pact of the pandemic and the effects of higher 
energy prices and the resulting sharp rise in 
public debt ratios, many countries have yet to 
achieve sustainable fiscal consolidation. 
Even after the crisis measures expired, 
budget deficits remained well above pre-crisis levels; in some cases, they even rose 
again last year, for example in the United States and France. Given the now clearly 
positive real interest rates for long-term government bonds, the share of government 
revenue for debt service is bound to increase in the coming years. Efforts to reduce still 
high primary deficits are evident in the United Kingdom, for example, but only limited 
progress can be expected, given spending requirements in various areas and concerns 
about negative effects on the economy. Often, an increase in defense spending leads to 
higher deficits, as it is financed at best in part by spending cuts elsewhere or tax in-
creases (as in Japan, where corporate income tax will be raised by four percentage 
points for this purpose in the next fiscal year). In the United States, the reduced income 
tax from Trump's first term in office has been made permanent which, together with 
other tax cuts, is tearing considerable holes in the budget that will be difficult to close 
through spending cuts and revenues from higher tariffs. In Europe, additional defense 
spending deemed necessary is largely being financed by new borrowing. To make this 
possible, European debt rules have been relaxed and favorable loans made available. 
As a result, the aggregate deficit in the euro area as a share of GDP is likely to rise 
slightly above the 3 percent ceiling for budget deficits stipulated in the Maastricht 
Treaty.  

Outlook: Slowdown ahead 

Economic uncertainty remains high and the negative effects of US tariffs are becoming 
increasingly noticeable. Although uncertainty about the extent of US tariffs has de-
creased in recent months with the conclusion of bilateral agreements, trade disputes 

Figure 10: 
Yield of 10-year government bonds 
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remain a risk given the unpredictability of the US administration's decisions and its 
tendency to use tariffs to address a wide range of issues, including non-economic is-
sues. In addition, the level of tariffs is now expected to remain high for the foreseeable 
future. Their impact on global trade and manufacturing activity is likely to become in-
creasingly apparent in the coming months. Stimulus from monetary policy is likely to 
remain limited, as lending rates have so far been slow to respond to lower policy rates. 

The world economy will initially lose momentum, followed by gradual re-acceleration 
into 2027. In the coming months, the lack of US demand that had been pulled forward 
to avoid higher tariffs is likely to become increasingly felt and global trade is expected 
to falter. As a result, we expect a noticeable slowdown in global growth into next year. 
In the course of 2026, the world economy is likely to gradually pick up again, given 
that there are a number of supporting factors at work: The outlook for private con-
sumption is favorable in most countries, as real wages are rising; fiscal policy is stim-
ulative in many places; and investment should continue to benefit from high demand 
in the IT sector, where the rapid implementation of AI applications requires a corre-
sponding expansion of data processing capacities and the necessary infrastructure. 
However, growth in these investments is likely to gradually slow down during the fore-
cast period. 

Global output will grow at a somewhat slower pace in the coming year. For the current 
year, we expect only a slight slowdown in world GDP growth, which is likely to amount 
to 3.3 percent, as in 2024. For 2026, we expect a decline to 3.1 percent (Table 1).2 We 
have raised our forecast for the current and coming years by 0.3 percentage points 
compared to our autumn forecast (Gern et al. 2025). Based on market exchange rates, 

 

2 The forecast figures for a large number of individual countries can be found in the tables in the 
appendix. 

Tabelle 1:    
Real GDP and consumer prices in the global economy 

  Weight Gross domestic product Consumer prices 

    2024 2025 2026 2027 2024 2025 2026 2027 

World economy total 0 3.3 3.3 3.1 3.2 6.7 4.8 5.2 3.8 

including                 

Advanced economies 40.3 1.9 1.9 1.7 1.7 2.7 2.6 2.6 2.3 

China 19.3 5.0 5.0 4.7 4.6 0.2 0.0 1.0 1.0 

Latin America 6.6 2.0 2.0 1.9 2.4 27.3 13.4 19.3 5.4 

India 8.2 6.7 7.8 6.9 6.6 2.7 2.4 3.4 3.8 

East Asian emerging economies 7.1 3.9 3.4 3.7 3.8 2.3 2.0 2.2 2.1 

Russia 3.5 4.1 1.0 0.5 0.5 8.4 9.2 8.5 8.0 

Africa 4.6 3.0 3.7 3.7 4.0 17.6 12.5 11.5 8.6 
                 

Memorandum item:                 

World trade volume (goods)  2.5 4.6 1.6 2.3        

World economy (GDP weights using 

current US-dollar exchange rates)    
2.8 2.8 2.6 2.7 5.1 3.8 4.1 3.0 

Percent. Weights according to GDP in 2024 based on purchasing power parities. GDP, consumer prices: change over pre-

vious year. East Asian emergin economies: Thailand, Malysia Indonesia and Philippines. Africa: Egypt, Nigeria, South Africa, 

Algeria, Ethiopia. 

Source: IMF, International Financial Statistics; OECD, Main Economic Indicators; Kiel Institute calculations; shaded area: 

Kiel Institute forecast. 

https://www.kielinstitut.de/publications/world-economy-in-autumn-2025-slowdown-ahead-18749/
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growth will amount to 2.8 percent this year and 2.6 percent next year. World trade in 
goods, which grew by 2.5 percent in 2024, is expected to achieve an annual rate of 
growth of 4.6 percent in 2025. For 2026, we expect a noticeable slowdown to a rate of 
1.6 percent. Global production is likely to pick up gradually in 2027. However, at 3.2 
percent weighted by purchasing power parities and 2.7 percent measured by market 
exchange rates, respectively, the increase remains moderate by historical standards. 
This is partly due to the fact that potential growth in the United States and China, the 
world's two largest economies, is expected to slow noticeably. 

The US economy is slowing in the coming 
months. According to estimates by the Con-
gressional Budget Office (CBO), the longest 
government shutdown in US history in Oc-
tober and November 2025 is likely to reduce 
real GDP growth in the fourth quarter by 0.2 
to 0.5 percentage points (non-annualized 
quarterly rate). Although economic activity 
is likely to pick up significantly after the 
end of the shutdown, it will not be possible 
to fully make up for the loss (CBO 2025). 
Underlying economic activity in the private 
sector remained on track in the fourth quar-
ter, indicated by the PMIs, which have 
tended to improve in recent months for the 
manufacturing sector and remained clearly 
in the expansionary range for the service 
sector. However, there are signs of weak-
ness in the labor market, where employ-
ment barely increased in the summer 
months and unemployment is creeping up. 

However, the latest labor market report is from September. According to the statistics 
available despite the government shutdown, the situation did not deteriorate further in 
the fall. For example, the number of initial jobless claims did not rise despite reports 
of layoffs in the public sector. However, we expect the economy to slow down in the 
coming months, mainly due to decelerating growth in private consumption. On the one 
hand, there is increasing upward pressure on consumer prices and, on the other hand, 
labor income is only growing moderately due to weak employment growth and moder-
ate wage increases. We do not anticipate a further decline in the savings rate, which 
supported consumption growth in 2025. Although corporate investment is likely to 
continue to increase significantly, the high growth rates in investment in equipment 
and other assets (especially intellectual property) associated with the AI boom are 
likely to gradually decline given the high level that has been reached. All in all, we 
expect GDP growth of 2.0 percent and 1.9 percent for 2026 and 2027, respectively, fol-
lowing an increase of 2.0 percent this year (Table 2). The moderate pace also reflects a 

Table 2:     
Key indicators for the United States  

  2024 2025 2026 2027 

Gross Domestic Product 2.8 2.0 2.0 1.9 

Domestic expenditure 3.1 2.4 1.8 1.9 

Private consumption 2.9 2.4 2.1 1.8 

Government expenditure 3.8 0.9 0.4 1.2 

Gross fixed capital formation 3.0 3.5 2.1 2.6 

   Machinery and equipment 3.5 8.9 5.4 4.1 

Intellectual property rights 3.5 6.2 5.5 3.2 

Structures 1.1 -5.3 -3.9 0.5 

Residential Investment 3.2 -2.9 -5.7 0.1 

Change in inventories 0.0 0.0 -0.1 -0.1 

Net exports -0.3 -0.3 0.2 0.0 

Exports 3.6 0.7 0.6 2.4 

Imports 5.8 3.0 -1.3 2.7 

Consumer prices 3.0 2.8 3.0 2.4 

Unemployment rate  4.0 4.3 4.4 4.4 

Current account balance -4.0 -4.1 -3.7 -3.8 

Gov. budget balance (federal) -6.3 -5.9 -5.7 -5.4 

Percent. GDP: volumes, change over previous year, per-

cent. —  Net exports, inventories: contribution to growth, 

percentage points. — Unemployment rate: unemployed 

in relation to labor force. — Current account balance, 

government budget balance: percent of nominal GDP.— 

Budget balance: fiscal year. 

Source: US Department of Commerce, National Eco-

nomic Accounts; US Department of Labor, Employment 

Situation and Consumer Price Index; US Department of 

the Treasury, Monthly Treasury Statement; Kiel Institute 

calculations; shaded: Kiel Institute forecast. 

 



Economic Outlook Nr. 128 (2025 | Q4)   

 

Kiel Institut für Weltwirtschaft 11 

 

weaker assessment of production potential, which is affected by the sharp slowdown 
in the growth of the labor force due to restrictive immigration policies. The unemploy-
ment rate is expected to rise to 4.4 percent during the forecast period. The inflation 
rate is expected to increase from 2.8 percent in the current year to 3.0 percent in 2026; 
it is likely to fall back to 2.4 percent in 2027 when the pass-through of tariffs will be 
largely completed. 

The Japanese economy is being supported 
by renewed fiscal stimulus measures. The 
0.6 percent decline in GDP in the third quar-
ter was due in particular to falling exports, 
not least to the United States, and a slump in 
residential construction caused by a deterio-
ration in financing conditions. The new gov-
ernment responded to signs of an economic 
slowdown with a comprehensive fiscal pack-
age that includes investment incentives, 
higher defense spending, further energy 
price subsidies, direct payments to private 
households, and a slight reduction in income 
tax. Its total volume is estimated at 2.3 per-
cent of GDP (OECD 2025). However, the ac-
tual economic stimulus is likely to be much 
smaller, as the program largely replaces 
measures from previous economic stimulus 

packages, thus preventing the restrictive effects that would otherwise arise when those 
measures expire. The expansionary fiscal policy also counteracts the restrictive effects 
of the monetary conditions. Although central bank interest rates remain low, the sharp 
rise in longer-term interest rates has led to a noticeable deterioration in the financing 
environment. Overall, GDP is expected to grow by 0.9 percent in both 2026 and 2027, 
which is slightly lower than this year (Table 3). Inflation will decline noticeably in the 
coming year, mainly because the sharp rise in food prices this year will ease and the 
inflationary effects of the depreciation of the yen will fade. Risks to the economy could 
arise from the current tensions in the political relations with China.  

Growth in the euro area is continuing at a moderate pace. Following very modest GDP 
growth in the third quarter, sentiment indicators for the fourth quarter point to a 
slightly stronger expansion. Particularly in the service sector, economic activity is 
clearly on an upward trend, offsetting the continuing weakness in the manufacturing 
sector. Growth is likely to continue at a moderate pace during the forecast period. Pri-
vate consumption is supported by further increases in real income; we also expect a 
slight decline in the savings rate, which at around 15 percent is currently well above the 
average level in the years before the COVID-19 pandemic. Investment activity will also 
gain some momentum. Equipment investment in particular is expected to be supported 
by the German fiscal stimulus and increased utilization of funds from the Recovery and 

Table: 3   
Key Indicators Japan   

  2024 2025 2026 2027 

Gross Domestic Product -0.2 1.2 0.9 0.9 

Domestic demand -0.3 1.3 1.0 0.9 

Private consumption -0.6 1.3 1.1 0.8 

Government consumption 1.6 0.7 1.2 0.7 

Gross fixed investment 3.0 0.6 0.8 1.1 

Enterprises -0.1 1.7 1.9 2.2 

Residential Investment -1.0 -3.1 -4.9 0.1 

Public investment -1.8 -0.4 1.1 -2.2 

Inventories 0.0 0.0 0.0 0.0 

Net exports 0.0 -0.1 -0.1 0.0 

Exports 0.9 3.0 0.0 2.0 

Imports 0.9 3.8 0.6 2.0 

Consumer prices 2.7 3.2 2.3 2.0 

Unemployment rate 2.5 2.5 2.5 2.4 

Current account balance 4.8 4.3 3.8 4.0 

Fiscal balance -3.4 -3.1 -3.0 -2.8 

Percent. GDP: volumes, change over previous year. per-

cent. —  net exports, inventories: contribution to growth, 

percentage points. — Unemployment rate: Unemployed 

in relation to labor force. — Current account balance, fis-

cal balance: percent of nominal GDP. 

Source: Cabinet Office, National Accounts; OECD, Main 

Economic Indicators; Kiel Institute calculations; shaded 

area: Kiel Institute forecast. 
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Resilience Facility (RRF) under the NextGen-
erationEU program. Financial resources 
from the RRF were originally only ear-
marked until the end of 2026. However, as a 
significant portion of the grants (around 
0.7% of EU GDP) has not yet been drawn 
down (Figure 11), and in order to avoid a 
slump in investment, the deadline will be ex-
tended. Countries that have so far only drawn 
down a small portion of their allocated funds 
can be expected to increase the use of RRF 
funds. Housing construction is likely to slow 
further in the coming months. This is indi-
cated by sectoral sentiment indicators and 
the historically low number of building per-
mits. However, given gradually improving 
financing conditions and rising prices for ex-
isting houses, we expect a gradual recovery 
over the forecast period. Demand for mort-
gage loans has already been on the rise for some time now (European Central Bank 
2025). Exports are likely to be slowed during the forecast period by the appreciation of 
the euro, US tariffs, and overall moderate momentum in the global economy, meaning 
that foreign trade is unlikely to provide much impetus. Modest stimulus is, on balance, 
provided by fiscal policy, where measures such as the planned infrastructure package 
in Germany, the expansion of defense spending, and the faster use of RRF funds are 
having an expansionary effect. Overall, GDP in the euro area is expected to grow by 
1.5 percent this year and by 1.2 percent and 1.4 percent in the following two years, re-

spectively. The picture for the euro area ex-
cluding Germany is much more dynamic in 
2025. Over the rest of the forecast period, the 
pace of expansion in the German economy is 
likely to gradually increase, supported by par-
ticularly strong fiscal stimulus, but will con-
tinue to be noticeably below the pace in the rest 
of the euro area. The labor market in the euro 
area will remain robust over the forecast pe-
riod; with the unemployment rate expected to 
fall from 6.4 percent (October) to 6.0 percent 
by 2027. With energy prices falling slightly, 
the effective exchange rate of the euro remain-
ing high, and wage growth gradually slowing, 
inflation will be close to the central bank's tar-
get of 2 percent (Table 4).  

 

Figure 11: 
NextGenerationEU Recovery and Resilience Facil-
ity, funds in the form of grants 

 

Table 4:  

Key indicators for the Euro area  

  2024 2025 2026 2027 

Gross domestic product 0.8 1.5 1.2 1.4 

Domestic expenditure 0.5 1.9 1.6 1.7 

Private consumption 1.2 1.4 1.5 1.8 

Government consumption 2.2 1.7 1.4 1.1 

Gross fixed capital formation -2.1 2.6 2.4 2.2 

Inventories -0.2 0.2 -0.1 0.0 

Net exports  0.3 -0.4 -0.4 -0.2 

Exports 0.5 1.9 0.6 1.6 

Imports -0.1 3.0 1.4 2.1 

Consumer prices 2.4 2.1 2.0 2.1 

Unemployment rate  6.4 6.4 6.2 6.0 

Current account balance 2.6 2.7 2.4 2.2 

Government budget balance  -3.1 -3.3 -3.5 -3.6 

GDP: volumes, change over previous year, percent. Net 

ex-ports, inventories: contribution to growth, percentage 

points. Unemployment rate: unemployed in relation to la-

bor force, percent. Current account balance, govern-

ment budget balance: percent of nominal GDP. 

Source: Eurostat, National Accounts; Kiel Institute calcu-

lations; grey shaded area: Kiel Institute forecast. 
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Fiscal policy is slowing down the economy in 
the United Kingdom. The low GDP growth 
rate in the third quarter of 2025 was mainly 
due to a decline in manufacturing output. 
While activity indicators for this sector of the 
economy have improved recently, growth in 
the service sector appears to have slowed 
somewhat towards the end of the year. We 
therefore expect GDP growth to remain mod-
erate in the final quarter. Over the next two 
years, fiscal policy will act as a brake, as 
higher taxes and restrained expenditures are 
implemented to reduce the budget deficit, 
while monetary policy easing will gradually 
provide stimulus. The inflation rate will fall 
significantly in 2026, mainly due to base effects. With noticeably higher wage in-
creases, private consumption will then be supported by gains in purchasing power. 
However, tax increases and weaker employment growth will counteract this. Capital 
investment will remain on an upward trend, but is likely to lose some momentum. All 
in all, we expect GDP to grow by 1 percent in each of the next two years, down from 1.4 
percent in 2025 (Table 5).  

Production in China is growing at a slightly slower pace. After GDP expanded more 
strongly than expected in the third quarter, indicators for the final quarter of this year 
point to a slowdown. Exports of goods have recently slowed significantly; in October, 
low volume growth in combination with falling export prices even led to a year-on-year 
decline in nominal terms. The trade deal struck with the United States at the end of 
October has improved the outlook for bilateral trade for the time being, but it does not 
resolve the fundamental conflicts of interest between the two major economic and po-
litical powers. In addition, the potential for conflict in trade relations between China 
and the EU is increasing. All of this poses considerable geopolitical and trade policy 
risks for exports in the coming years. The Central Committee's proposal on the next 
five-year plan (2026–2030), published in October, acknowledge a phase of increasing 
uncertainty due to the international situation and aim to further strengthen the role of 
domestic demand as an economic driver (Central Committee of the CPC, 2025). How-
ever, stimulating domestic demand through economic and social policy measures is 
hampered by structural weaknesses such as the ongoing real estate crisis, high uncer-
tainty among consumers and businesses, unfavorable demographic trends, and the un-
resolved debt problems of many local governments. The emphasis on keeping eco-
nomic expansion "within a reasonable range" in the above-mentioned "proposal" sug-
gests that the official growth target could be gradually adjusted downward in the com-
ing years. One reason for this could be overcapacities in various industries that have 
been built up in recent years, the elimination of which will weigh on investment mo-
mentum. Overall, we expect economic growth to gradually slow down over the forecast 

Table: 5  

Key Indicators United Kingdom  

  2024 2025 2026 2027 

Gross Domestic Product 1.1 1.4 1.0 1.0 

Domestic demand 1.7 1.8 1.2 1.2 

Private consumption -0.2 1.0 1.4 1.0 

Government consumption 3.4 2.0 0.7 1.0 

Gross fixed investment 1.8 3.6 2.4 2.9 

Inventories 0.8 0.1 -0.1 0.0 

Net exports -0.7 -0.3 -0.1 -0.2 

Exports 0.6 3.0 1.1 1.9 

Imports 2.6 3.9 1.5 2.3 

Consumer prices 2.5 3.6 2.4 2.3 

Unemployment rate 4.3 4.7 4.8 4.7 

Current account balance -2.2 -2.1 -2.3 -2.4 

Fiscal balance -6.0 -5.8 -5.2 -4.4 

Percent. GDP: volumes, change over previous year. 

percent. —  net exports, inventories: contribution to 

growth, percentage points. — Unemployment rate: Un-

employed in relation to labor force. — Current account 

balance, fiscal balance: percent of nominal GDP. 

Source: Office for National Statistics, Economy. Shaded 

area: Kiel Institute forecast. 
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period. For 2026 and 2027, we anticipate GDP growth of 4.7 percent and 4.6 percent, 
respectively, following growth of 5.0 percent in the current year. Consumer prices have 
not risen in the current year compared with the previous year, partly due to a significant 
decline in food prices. The core rate has meanwhile increased significantly, so that 
positive inflation rates are expected again for the next two years, although these are 
likely to remain quite low at around 1 percent. 

In the other emerging markets, momentum remains high predominantly in Asia. The 
regional profile of growth in the emerging markets is likely to remain unchanged in the 
coming year. The Indian economy continues to expand particularly strongly, even if 
the current boost from unusually good harvests in agriculture is unlikely to be repeated, 
as investment and private consumption are growing strongly, supported by expansion-
ary monetary and fiscal policies. Production in the emerging markets of Southeast Asia 
also remains on a clear upward trend. These countries are benefiting particularly from 
the strong global demand for IT goods, in combination with stimulus from monetary 
policy, which is likely to be further loosened. In contrast, the pace of expansion in Latin 
America remains subdued overall. While GDP growth in Mexico is strengthening as 
the economy is gradually adjusting to the changed conditions in trade with the United 
States, economic activity in Brazil is slowing noticeably as high real interest rates are 
dampening domestic demand. In Argentina, the recovery is likely to pick up speed 
again now that the uncertainty surrounding the parliamentary elections has subsided 
and the doubts in international financial markets about the sustainability of the upturn 
have been allayed by the provision of a 20 billion US-Dollar financing facility by the 
US government. Finally, in Russia, we expect only modest production growth given 
capacity constraints and significantly lower oil revenues. 

US trade policy and geopolitical conflicts remain significant risks. Although uncer-
tainty about the future trade policy environment appears to have eased for the time 
being, serious trade conflicts between the major economic blocs could flare up again at 
any time. The US administration continues to be inclined to use trade policy as a tool 
in a wide variety of economic and political conflicts. There are a number of contentious 
issues between the EU and the United States, such as the application of EU digital leg-
islation to American companies, that could lead to renewed pressure from the US gov-
ernment in the form of threats or the imposition of punitive tariffs. China also appears 
to be increasingly willing to use its economic leverage to assert its national interests. 
Cutting off Western companies from key raw materials and intermediate goods in 
which China has a dominant global market position, which is not only the case with 
rare earths, remains a risk to global production. Another risk to the global economy is 
the high importance of the AI boom for the current economic momentum. If assess-
ments of the potential of this technology change, or innovations substantially reduce 
data processing intensity and thus investment requirements, this could lead to adjust-
ments in corporate plans and a correction in share prices, which could significantly 
slow down investment activity and, via wealth effects, also consumption.   
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1 World Economy 

Table 1.1:  
Business expectations by country groups 

 

 

 

Table 1.3:  
World Trade 

 

Table 1.2:  
Industrial Production by country groups 
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2 United States

 

 

 

Table 2.1:     
Key indicators for the United States  

  2024 2025 2026 2027 

Gross Domestic Product 2.8 2.0 2.0 1.9 

Domestic expenditure 3.1 2.4 1.8 1.9 

Private consumption 2.9 2.4 2.1 1.8 

Government expenditure 3.8 0.9 0.4 1.2 

Gross fixed capital formation 3.0 3.5 2.1 2.6 

   Machinery and equipment 3.5 8.9 5.4 4.1 

Intellectual property rights 3.5 6.2 5.5 3.2 

Structures 1.1 -5.3 -3.9 0.5 

Residential Investment 3.2 -2.9 -5.7 0.1 

Change in inventories 0.0 0.0 -0.1 -0.1 

Net exports -0.3 -0.3 0.2 0.0 

Exports 3.6 0.7 0.6 2.4 

Imports 5.8 3.0 -1.3 2.7 

Consumer prices 3.0 2.8 3.0 2.4 

Unemployment rate  4.0 4.3 4.4 4.4 

Current account balance -4.0 -4.1 -3.7 -3.8 

Gov. budget balance (federal) -6.3 -5.9 -5.7 -5.4 

Percent. GDP: volumes, change over previous year, 

percent. —  Net exports, inventories: contribution to 

growth, percentage points. — Unemployment rate: un-

employed in relation to labor force. — Current account 

balance, government budget balance: percent of nomi-

nal GDP.— Budget balance: fiscal year. 

Source: US Department of Commerce, National Eco-

nomic Accounts; US Department of Labor, Employ-

ment Situation and Consumer Price Index; US Depart-

ment of the Treasury, Monthly Treasury Statement; Kiel 

Institute calculations; shaded: Kiel Institute forecast. 

  

Table 2.2:  
Labour Market 

 

Table 2.1:  
GDP 

 

Table 2.3:  
Consumer prices
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3 Japan

 

 

 

Table: 3.1   
Key Indicators Japan   

  2024 2025 2026 2027 

Gross Domestic Product -0.2 1.2 0.9 0.9 

Domestic demand -0.3 1.3 1.0 0.9 

Private consumption -0.6 1.3 1.1 0.8 

Government consumption 1.6 0.7 1.2 0.7 

Gross fixed investment 3.0 0.6 0.8 1.1 

Enterprises -0.1 1.7 1.9 2.2 

Residential Investment -1.0 -3.1 -4.9 0.1 

Public investment -1.8 -0.4 1.1 -2.2 

Inventories 0.0 0.0 0.0 0.0 

Net exports 0.0 -0.1 -0.1 0.0 

Exports 0.9 3.0 0.0 2.0 

Imports 0.9 3.8 0.6 2.0 

Consumer prices 2.7 3.2 2.3 2.0 

Unemployment rate 2.5 2.5 2.5 2.4 

Current account balance 4.8 4.3 3.8 4.0 

Fiscal balance -3.4 -3.1 -3.0 -2.8 

Percent. GDP: volumes, change over previous year. 

percent. —  net exports, inventories: contribution to 

growth, percentage points. — Unemployment rate: Un-

employed in relation to labor force. — Current account 

balance, fiscal balance: percent of nominal GDP. 

Source: Cabinet Office, National Accounts; OECD, Main 

Economic Indicators; Kiel Institute calculations; shaded 

area: Kiel Institute forecast. 
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GDP 

 

Table 3.3:  
Consumer prices 

Table 3.2:  
Labour market 
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4 Euro Area

 

 

 

Table 4.1:  

Key indicators for the Euro area  

  2024 2025 2026 2027 

Gross domestic product 0.8 1.5 1.2 1.4 

Domestic expenditure 0.5 1.9 1.6 1.7 

Private consumption 1.2 1.4 1.5 1.8 

Government consumption 2.2 1.7 1.4 1.1 

Gross fixed capital formation -2.1 2.6 2.4 2.2 

Inventories -0.2 0.2 -0.1 0.0 

Net exports  0.3 -0.4 -0.4 -0.2 

Exports 0.5 1.9 0.6 1.6 

Imports -0.1 3.0 1.4 2.1 

Consumer prices 2.4 2.1 2.0 2.1 

Unemployment rate  6.4 6.4 6.2 6.0 

Current account balance 2.6 2.7 2.4 2.2 

Government budget balance  -3.1 -3.3 -3.5 -3.6 

GDP: volumes, change over previous year, percent. Net 

ex-ports, inventories: contribution to growth, percent-

age points. Unemployment rate: unemployed in rela-

tion to labor force, percent. Current account balance, 

government budget balance: percent of nominal GDP. 

Source: Eurostat, National Accounts; Kiel Institute cal-

culations; grey shaded area: Kiel Institute forecast. 
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5 United Kingdom 

 

 

 

 

 

 

  

Table 5.3:  
Consumer prices 

Table 5.1:  
Bruttoinlandsprodukt 

 

Table 5.2:  
Labor market 

Table: 5.1  

Key Indicators United Kingdom  

  2024 2025 2026 2027 

Gross Domestic Product 1.1 1.4 1.0 1.0 

Domestic demand 1.7 1.8 1.2 1.2 

Private consumption -0.2 1.0 1.4 1.0 

Government consumption 3.4 2.0 0.7 1.0 

Gross fixed investment 1.8 3.6 2.4 2.9 

Inventories 0.8 0.1 -0.1 0.0 

Net exports -0.7 -0.3 -0.1 -0.2 

Exports 0.6 3.0 1.1 1.9 

Imports 2.6 3.9 1.5 2.3 

Consumer prices 2.5 3.6 2.4 2.3 

Unemployment rate 4.3 4.7 4.8 4.7 

Current account balance -2.2 -2.1 -2.3 -2.4 

Fiscal balance -6.0 -5.8 -5.2 -4.4 

Percent. GDP: volumes, change over previous year. 

percent. —  net exports, inventories: contribution to 

growth, percentage points. — Unemployment rate: Un-

employed in relation to labor force. — Current account 

balance, fiscal balance: percent of nominal GDP. 

Source: Office for National Statistics, Economy. Shaded 

area: Kiel Institute forecast. 
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6 China 

Table 6.1:  
GDP and alternative indicators 

 

 

Table 6.3:  
Exchange rates 

 

 

  

Table 6.2:  
Inflation 

 

Table 6.4:  
Foreign trade 
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7 Other emerging Economies 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 7.1:  
GDP and Industrial production in Emerging Econo-
mies 

 

Table 7.2:  
Consumer prices 

Table 7.3:  
US-Dollar exchange rates 
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8 Tables 

Table 8.1: 

Real gross domestic product, consumer prices and unemployment rate in advanced economies 

  Weights Real GDP Consumer prices Unemployment rate 

    2024 2025 2026 2027 2024 2025 2026 2027 2024 2025 2026 2027 

European Union 41.3 1.0 1.6 1.4 1.6 2.6 2.4 2.3 2.4 6.0 6.0 5.8 5.6 

  Euro area 34.9 0.9 1.5 1.2 1.4 2.4 2.1 2.0 2.1 6.4 6.4 6.2 6.0 

  Sweden 0.9 0.8 1.7 2.3 2.2 2.0 2.7 2.1 2.1 8.4 8.8 8.6 8.0 

  Poland 2.3 3.0 3.4 3.1 3.0 3.7 3.4 2.9 2.9 2.9 3.1 2.9 2.8 
                         

United Kingdom 5.1 1.1 1.4 1.0 1.0 2.5 3.6 2.4 2.3 4.3 4.7 4.8 4.7 

Switzerland 1.0 1.4 1.3 0.5 1.1 1.4 0.3 0.5 0.7 4.0 4.2 4.3 4.2 

Norway 0.7 2.1 0.0 1.3 1.0 3.4 3.2 2.9 2.7 4.0 4.4 4.3 4.2 
                         

United States 34.9 2.8 2.0 2.0 1.9 3.0 2.8 3.0 2.4 4.0 4.3 4.4 4.4 

Canada 3.1 1.0 1.7 1.2 1.9 2.4 2.1 1.9 2.0 6.4 6.8 6.6 6.5 
                         

Japan 7.8 -0.2 1.2 0.9 0.9 2.7 3.2 2.3 2.0 2.5 2.5 2.5 2.4 

South Korea 3.9 2.0 1.0 2.3 2.1 2.3 2.1 2.0 2.0 2.8 2.6 2.5 2.5 

Australia 2.3 1.0 1.8 1.6 2.2 3.2 2.6 2.9 2.4 4.1 4.3 4.2 4.1 
                         

Total 100.0 1.6 1.7 1.6 1.6 2.7 2.6 2.5 2.3 4.8 4.9 4.8 4.7 

Based on GDP at prices and exchange rates of 2024 in percent. Change over previous year in percent. European Union 

and Norway:  Harmonized  Index  of  Consumer  Prices  (HICP).  Standardized  unemployment  rate  in  percent  (ILO);  

country  groups weighted according to the size of the labor force in 2024. 

Source: Eurostat, VGR; OECD, Main Economic Indicators; IMF World Economic Outlook Database; Statistics Canada, Cana-

dian Economic Account; shaded: Kiel Institute forecast. 
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Tabelle 8.2:    
Real gross domestic product, consumer prices and unemployment rates in the European Union 

  Weights Real GDP Consumer prices Unemployment rate 

    2024 2025 2026 2027 2024 2025 2026 2027 2024 2025 2026 2027 

Germany 24.0 -0.5 0.3 0.7 1.2 2.5 2.2 1.8 2.1 3.4 3.7 3.6 3.4 

France 16.2 1.1 0.9 1.2 1.1 2.3 1.1 1.7 1.7 7.4 7.5 7.4 7.4 

Italy 12.2 0.5 0.6 1.1 1.3 1.1 1.8 2.1 2.1 6.5 6.1 6.1 6.0 

Spain 8.8 3.5 2.9 2.3 1.9 2.9 2.5 2.4 2.4 11.4 10.6 9.9 9.5 

Netherlands 6.2 1.1 1.7 1.3 1.4 3.2 3.1 2.5 2.5 3.7 3.8 3.8 3.7 

Belgium 3.4 1.1 1.0 1.1 1.2 4.3 2.9 2.0 2.0 5.7 6.0 6.0 5.9 

Austria 2.7 -0.8 0.5 0.6 1.4 2.9 3.5 2.3 2.3 5.2 5.7 5.6 5.4 

Ireland 3.1 2.6 13.9 0.5 2.8 1.3 1.9 2.0 2.0 4.3 4.6 4.1 4.0 

Finland 1.5 0.4 0.2 0.9 1.2 1.0 2.0 2.2 2.2 8.4 9.3 9.1 8.5 

Portugal 1.6 2.1 1.9 2.0 1.9 2.7 2.2 1.8 1.8 6.5 6.2 5.9 5.8 

Greece 1.3 2.3 2.0 2.3 2.0 3.0 2.9 2.6 2.6 10.1 8.7 8.0 7.5 

Slovak Republic 0.7 1.9 0.8 1.6 2.2 3.2 4.2 3.2 3.2 5.3 5.3 5.2 5.0 

Luxembourg 0.5 0.3 0.7 1.6 1.5 2.3 2.4 2.0 2.0 6.3 6.6 6.0 5.3 

Kroatien 0.5 3.8 2.9 2.4 2.8 4.0 4.4 2.9 2.9 5.1 4.6 4.2 4.0 

Slovenia 0.4 1.7 1.0 2.6 2.4 2.0 2.5 2.1 2.1 3.7 3.6 3.4 3.3 

Lithuania 0.4 3.0 2.3 2.1 2.6 0.9 3.3 3.0 3.0 7.1 6.8 6.3 6.0 

Latvia 0.2 -0.3 1.6 1.6 2.3 1.3 3.8 2.9 2.9 6.9 6.9 6.8 6.4 

Estonia 0.2 -0.1 0.6 1.8 2.2 3.7 5.0 3.2 3.2 7.6 7.8 7.3 6.5 

Cyprus 0.2 3.9 3.5 2.4 2.5 2.3 1.2 2.0 2.0 4.9 4.6 4.4 4.0 

Malta 0.1 6.8 3.2 3.4 3.0 2.4 2.5 2.3 2.3 3.1 2.7 2.4 2.3 
                        

Sweden 3.1 0.8 1.7 2.3 2.2 2.0 2.7 2.1 2.1 8.4 8.7 8.0 7.5 

Poland 4.7 3.0 3.4 3.1 3.0 3.7 3.4 2.9 2.9 2.9 2.9 2.7 2.6 

Denmark 2.2 3.5 2.7 2.6 1.9 1.3 1.9 3.2 3.2 6.2 6.3 5.7 5.3 

Czech Republic 1.8 1.1 2.5 2.4 2.5 2.4 -1.4 2.0 2.0 2.8 2.7 2.5 2.2 

Romania 2.0 0.9 1.4 1.4 2.5 5.3 8.3 6.2 6.2 5.4 5.8 5.5 5.3 

Hungary 1.1 0.6 0.3 2.4 2.5 3.7 4.6 3.4 3.4 4.4 4.3 4.2 4.0 

Bulgaria 0.6 3.2 3.3 2.7 2.7 4.4 1.8 3.2 3.2 4.2 3.6 3.3 3.2 
                        

European Union 100.0 1.0 1.6 1.4 1.6 2.6 2.4 2.3 2.4 6.0 5.9 5.7 5.5 
                        

Addendum:                        

European Union 11 87.0 0.9 1.5 1.2 1.4 2.3 2.1 2.0 2.1 6.5 6.4 6.2 6.0 

Accession countries 13.0 2.1 2.3 2.4 2.7 3.7 3.9 3.5 3.5 4.1 4.1 3.8 3.6 

Euro Area 84.5 0.9 1.5 1.2 1.4 2.4 2.1 2.0 2.1 6.4 6.3 6.1 5.9 

Euro Area without Germany 60.5 1.4 1.9 1.4 1.5 2.3 2.1 2.1 2.1 7.4 7.2 7.0 6.8 

Based on GDP at prices and exchange rates of 2024 in percent. Change over previous year in percent. Harmonized Index 

of Consumer Prices (HICP). Standardized unemployment rate in percent (ILO); country groups weighted according to the 

size of the labor force in 2024. Accession countries since 2004. 

Source: Eurostat, National Accounts; shaded: IfW forecast. 
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Tabelle 8.3:   
Real gross domestic product and consumer prices in selected emerging market economies 

  Weights Real GDP Consumer prices 

    2024 2025 2026 2027 2024 2025 2026 2027 

Indonesia 5.0 5.0 4.9 4.8 5.0 2.3 2.5 2.5 2.3 

Thailand 1.9 2.5 1.9 1.7 2.4 0.4 0.0 1.0 1.0 

Malaysia 1.5 5.1 4.9 4.2 4.5 1.8 1.4 1.7 1.8 

Philippines 1.5 5.5 5.0 5.2 5.0 3.2 1.7 2.3 2.5 
                 

Total 9.9 4.6 4.3 4.2 4.4 2.0 1.7 2.1 2.0 
                 

China 41.3 5.0 5.0 4.7 4.6 0.2 0.0 1.0 1.0 

India 17.5 6.7 7.8 6.9 6.6 2.7 2.4 3.4 3.8 
                 

Asia total 68.7 5.4 5.6 5.2 5.1 1.1 0.9 1.7 1.9 
                 

Brazil 5.1 3.4 2.5 1.6 2.5 4.4 5.0 4.2 4.2 

Mexico 3.6 1.4 0.5 1.5 1.8 4.7 3.9 3.3 3.5 

Argentina 1.5 -1.7 3.6 3.0 3.0 220.0 43.0 28.5 22.0 

Colombia 1.2 1.6 2.2 2.7 2.5 6.6 5.2 4.6 4.1 

Chile 0.7 2.4 2.2 2.0 2.5 4.6 4.2 3.3 3.0 

Peru 0.7 3.3 3.3 3.0 2.8 2.4 1.6 1.9 2.0 

 
                

Latin America total 12.8 2.0 2.1 1.9 2.4 29.9 8.9 6.7 5.9 
                 

Egypt 2.4 2.4 3.8 4.3 4.8 33.3 20.0 15.0 12.0 

Nigeria 2.3 3.4 3.0 2.8 3.0 33.3 27.0 35.0 20.0 

South Africa 1.1 0.5 1.0 1.2 1.5 4.4 3.8 4.5 4.5 

Algeria 0.9 3.5 3.5 3.0 3.2 4.0 3.7 3.6 3.5 

Ethiopia 0.5 8.1 7.0 7.0 7.5 21.7 21.0 15.0 12.0 
                 

Africa total 7.1 3.0 3.3 3.4 3.7 24.5 17.8 18.4 12.4 
                 

Russia 7.5 4.1 1.0 0.5 0.5 8.4 9.2 8.5 8.0 

Tyrkiye 3.8 3.2 3.5 3.7 4.5 58.5 35.0 25.0 20.0 
                 

Total 100.0 4.6 4.6 4.2 4.3 9.2 5.0 5.0 4.3 

In percent. Weights: According to 2024 GDP at purchasing power parities. — GDP: price adjusted; changes compared to the 

previous year. — Consumer prices: changes compared to the previous year. — Asia total, Latin America total: based on listed 

countries. 

Source: IMF, International  Financial  Statistics;  OECD, Main  Economic  Indicators;  national statistics;  Kiel Institute  calcu-

lations; shaded: Kiel Institute forecast. 
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