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This is the first issue of our new series
“Germany Monitor”, in which we will grapple
with political and structural issues of great
significance for Germany. Business cycle topics
will continue to be dealt with in our monthly
series “Focus Germany”. “Germany Monitor” is
therefore, not only in name, the counterpart to
our publication “EU Monitor”, in which we have
been following and monitoring the economic
and political developments of the enlarged EU
for a long time.
Furthermore, we will continue to provide
analysis and commentary on current economic
and financial issues in our publication
“dbStandpunkt” and take up our position in the
public debate.
We hope that the first issue of “Germany
Monitor” and those topics planned for future
discussion in the series make interesting
reading.

Logistics: weak environment
– no trend reversal in sight
Over the next three to five years, global trade is likely to grow only at or around
the same pace as global GDP. This structurally weaker momentum will be
reflected in slow growth in the global and regional flow of goods, as has already
been the case in recent years. In its role as an open, export-oriented economy,
Germany – and the German logistics sector in particular – will continue to feel
the sting of this development. At a nominal average of 2% a year, turnover
growth in the sector is likely to be below the long-term average in the years
ahead.
Global openness – the share of trade in global GDP – increased from just over
10% in the mid-1990s to more than 30% in 2008. In the wake of the 2008/09
global recession, global trade suffered a setback. Openness fell to around 27%
in 2009. Due to the lingering weakness in global trade since 2012, global
openness had yet to return to above 29% in 2015. We expect global trade to
remain anaemic in the years to come.
Low global trade growth goes hand in hand with a weak momentum in the
global flow of transportation. Growth rate in international seaborne trade fell
each year between 2012 and 2015. Growth came in at just 2% in 2015 – its
slowest pace since 2009, a year plagued by recession. The situation is similar in
global airfreight, where transport volume grew by an average of just 1.5% a year
between 2010 and 2015. Between 1993 and 2010, airfreight transport volume
expanded by more than 5% a year.
The slow expansion of trade in recent years is ultimately also reflected in
domestic freight transport. In 2015, the total volume of goods transported in
Germany was only around 3% higher than it was in 2011, corresponding to an
average annual growth rate of 0.7%. Between 1995 and 2011, transport volume
increased by an average of 2.6% a year. The total volume of goods transported
in Germany is likely to grow by only slightly over 1% a year between 2017 and
2019.
In this climate, it is not surprising that the German logistics sector has also been
mired in less than stellar growth for years now. Nominal turnover in the sector
merely increased by slightly over 1% a year between 2012 and 2015. As a
result, average growth was significantly lower than it was between 2003 and
2008 (4.6% a year). From 2016 to 2020, turnover growth in the German logistics
sector will probably come in at just over 2% a year on average. Some
segments, such as contract logistics and the provision of value-added services,
fundamentally offer opportunities for higher growth.

Logistics: weak environment – no trend reversal in sight
Globalisation has gathered steam in recent
decades
1
% of GDP

1. Poor outlook for global trade means weak impetus for the
logistics sector
The pace of the international flow of goods is a deciding factor in the
development of the logistics sector. Over the long term, global trade has
typically outperformed the global economy. Global trade has more than
quadrupled since the mid-1990s, whereas global GDP has nearly tripled,
resulting in a significant increase in global openness – the share of trade in
global GDP. The role of trade in GDP, as a measure of globalisation, increased
from a little over 10% in the mid-1990s to more than 30% in 2008. In the wake
of the 2008/09 global recession, global trade suffered a setback. Openness fell
to around 27% in 2009. However, the fast economic recovery pushed the
foreign trade quota back up to the levels seen prior to the crisis by 2012.

Sources: World Bank, Deutsche Bank Research

Globale trade has grown significantly
faster than GDP since the mid-1990s
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In particular, the following aspects point to continued weak global trade going
forward: slower economic growth in China and the realignment of the Chinese
economy towards more domestic consumption, the probable plateau in the
development of global value chains, the faltering status of multilateral trade
liberalisation and the increase in the number of additional trade restrictions
since 2008. Furthermore, there are no unique events on the horizon with the
potential to boost trade globally or, at the very least, regionally. In the previous
decade, such events included China’s admission to the WTO in late 2001 and
the EU’s eastward expansion in 2004. This less positive outlook for global trade
also means muted prospects for globally active logistics companies.
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The lingering weakness in global trade since 2012 caused global openness to
1
fall to 29% in 2015. Our analyses to date suggest that global trade is likely to
continue posting anaemic development in the years ahead, as the elasticity of
international trade with regard to global GDP growth has probably decreased,
partially due to structural factors. As a result, the link between cyclical and
structural factors continues to exist.

Global GDP

Sources: IMF, The World Bank, Deutsche Bank Research

China’s rapid rise to becoming the world’s
leading trading power
% of global exports, 12M average
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Weak global trade development since 2012
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Asia is the continent with the highest
growth rate – Europe’s is the lowest
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Global shift in the importance of
bilateral flows of trade
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Trade within Europe is still beating trade within Asia

Significant shift in the flow of trade away from Europe and towards
Asia
Behind the aggregated global flow of trade lies a significant shift in the
importance of regional trade within a continent or between continents. At 27%,
the trade in goods within Europe continues to account for the lion’s share of
global trade. But, from the early 1990s to today (2010-2015 average), it has
grown slower than global trade overall, bringing Europe’s share down by five
percentage points. Asia, by contrast, has grown significantly in importance. The
share accounted for by trade within Asia increased by eight percentage points to
23% over the same period (chart 7). China’s breathtaking rise to becoming the
world’s largest trading power (WTO admission in 2001) was the main driving
force behind Asia’s growing importance. China is a partner in each of the five
largest bilateral trade relationships that have seen the strongest growth in their
share of global trade since the early 1990s. Bilateral trade between China and
the US has seen the strongest growth in importance and now places fourth with
a share of almost 3% of global trade. In relative terms, trade between the US
and Japan and between the US and Canada has lost the most significance.
However, bilateral trade between the US and Canada remains in first place.
This shift towards Asia is likely to continue on account of the significantly higher
growth rates in Asia than in Europe and progress on trade agreements, such as
the Trans-Pacific Partnership (TPP), the Regional Comprehensive Economic
Partnership (RCEP) and the Free Trade Area of the Asia-Pacific (FTAAP).
Although the Transatlantic Trade and Investment Partnership (TTIP)
negotiations between the US and Europe are still under way, critical voices have
recently been gaining strength among the public and policymakers. Should the
trend that has been around since the early 2000s continue, trade within Asia
could outstrip trade within Europe by 2019.
A look at the flow of trade between the continents also illustrates Asia’s growing
importance. The share of global trade accounted for by the flow of goods
between Asia and Europe has grown by more than one percentage point since
the early 1990s, reaching 13% in 2015. Although the significance of trade
between America and Asia started to decline in the early 1990s, it has again
risen to 12% since the mid-2000s. The importance of trade between America
and Europe has fallen by almost three percentage points to 7%.
7

% of global trade, top 10 trading relationships by continent

Sources: IMF, Deutsche Bank Research

3

| November 8, 2016

Germany Monitor

Logistics: weak environment – no trend reversal in sight
Shift in the importance of bilateral flows
of trade in Europe
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Within Europe, the flow of trade between eastern and western
Europe is seeing disproportionate growth
Within Europe, Germany plays a decisive role in the flow of trade thanks to its
economic importance and German companies’ intense focus on exports, as well
as its location in the heart of Europe. Germany is a partner in eight of the top 10
bilateral trading relationships (chart 9). The two largest bilateral trading
relationships since the mid-1950s are between Germany and the Netherlands
and between Germany and France.
Bilateral trading relationships between western and eastern European countries
have seen disproportionate growth since the early 1990s. This is attributable to
the dynamic development in eastern European countries as a result of the
2
convergence process following the fall of the Iron Curtain. Bilateral trade
between Germany and Poland, between the Netherlands and Russia, and
between Germany and the Czech Republic has seen particularly strong growth.
Trade between Germany and Italy, and between Germany and France, on the
other hand, has posted significantly below-average development.
The flow of trade is likely to continue shifting towards eastern Europe in the
years ahead as eastern European countries make up further ground, provided
that the tensions between the EU and Russia do not intensify.

Top 10 bilateral trading relationships in Europe

9

Ranking of bilateral trading relationships

Sources: IMF, Deutsche Bank Research
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Strong correlation between
global trade and German exports
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Although Germany is benefiting from its geographical location and from the shift
in the flow of trade towards eastern Europe, the rise of competitors from major
3
emerging countries on the value chain (especially China) and the potential
acceleration in the pace of new trade agreements in the Asia-Pacific region
could present German exporters with a significant challenge. Countries not
involved in regional trade agreements are typically negatively impacted by the
diversionary effect on trade.
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Importance of emerging countries has
decreased recently
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% of German exports, rolling 12-month average

The outlook for German exports remains extremely challenging on account of
weak global trade due to structural factors, uncertainty regarding the mediumterm relationship between the EU and the United Kingdom, political
developments (such as reforms in China, the US elections, the rising popularity
of populist parties in Europe and political concerns in Turkey), fiercer
competition from emerging countries and the oil-price-related crisis in oilexporting countries.
German export growth outpaced global trade in 2015 thanks to a weaker euro
and booming US demand. Today, however, German exporters are facing the
doubly negative development associated with weaker demand and a stronger
euro. Our export indicator, which includes both factors, points to a significant
weakening in the growth of German exports to around 3% in 2016. In the
medium term, German exports appear poised to grow by 3.5% to 4%, which
4
corresponds roughly to the medium-term outlook for global trade.

Sources: Eurostat, Deutsche Bank Research

Euro posts relatively strong gains in 2016
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German import growth will probably post solid development thanks to a good
labour market, a regional real estate boom and high net migration – and
appears likely to expand faster than exports in 2016 and 2017 – but will fall
behind the long-term average since the early 1990s. The weaker development
of exports will put a damper on things, as the share of imports in German
exports account for nearly 40%.
At less than 3% on average in 2016 and 2017, total trade turnover (the average
growth of exports and imports) is likely to see relatively weak development
compared to long-term growth.
German exports focus on Europe, US and China

14

Weighted EUR yoy change using German export destination
shares as weights
Sources: Eurostat, Deutsche Bank Research

Demand for German exports remains
weak
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2. Global flow of goods seeing slow growth
Ship transport: slower growth
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Total movement of goods (volume) in
global ship transport, % yoy
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Road transport naturally accounts for a larger share of the flow of goods within
single continents and states, as transport by water is often impossible. When it
comes to the flow of goods within the EU (including inner-European ship
transport), for example, roads accounted for 49% of transport volume in 2014 (in
tonne-kilometres; data for traffic volume in tonnes is not available from
Eurostat). Taking only land-based modes of transport into account (roads, rails,
inland waterways and pipelines), 71% of the volume was transported on roads
in the EU. In Germany, road transport accounts for almost 70% of transport
volume and around 84% of transported goods.
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Lower global trade growth naturally goes hand in hand with a weaker global flow
of transportation, regardless of the mode of transport. Ship transport clearly
dominates the intercontinental transport of goods, accounting for some 90% of
total volume. Air transport, on the other hand, accounts for less than 1% of
tonnage. But because mainly high-value goods are transported by plane, air
transport accounts for over 30% of the total monetary value of global trade.
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Sources: UNCTAD, Deutsche Bank Research

International ship transport mired in crisis

Chinese coal imports resume rise
from weak starting position

16

Chinese coal imports, 3M mov. avg.

Returning to the global flow of goods and international ship transport, the growth
rate of the entire movement of goods in terms of volume in international
seaborne trade fell each year between 2012 and 2015 (see chart 15), according
to the United Nations Conference on Trade and Development (UNCTAD).
Growth came in at just 2% in 2015 – its slowest pace since 2009, a year
plagued by recession.
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Bulkers: China’s weak demand is making itself felt
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One reason for this is weak global demand for commodities, many of which are
transported by ship, especially bulk cargo such as coal, ore and grain. Global
demand for steam coal fell by 6% in 2015 – its first decline this century. Low
demand paired with high supply has also led to a constant drop in the price of
coal in recent years. China is the world’s leading importer of many bulk shipping
goods as well as the number-one market in terms of total demand. In 2014,
China accounted for 65% of global iron ore imports, for example. Although that
figure was “only” 11% when it comes to coal (2015), China is still the largest
importer of coal in absolute terms. Slower economic growth in China and its
stronger focus on domestic consumption (instead of exports and investments in
factories, infrastructure, residential construction, etc.) is having an impact on the
country’s trade balance. As a result, China imported over 27% less coal in terms
of volume in 2015, according to the National Bureau of Statistics of the People’s
Republic of China. Chinese imports of iron ore grew by only slightly over 3% last
year – the slowest pace since 2010, when Chinese imports of iron ore fell by
1.5%. In terms of monetary value, Chinese imports of coal and iron ore have
each decreased due to the lower prices for both commodities.
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Sources: National Bureau of Statistics of China,
Deutsche Bank Research

Drop in iron ore price impacts
China's trade balance
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Chinese iron ore imports, 3M mov. avg.
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Coal and iron ore are some of the most important bulk cargo commodities in
ship transport in terms of volume. As a result, weak demand from China has a
significant impact on the entire market segment. In total, the global movement of
bulk goods grew by just 1% in 2015, according to UNCTAD (see chart 18) – the
lowest growth rate since 2009. Given continued weak investment in many major
economies, we expect growth in the movement of bulk goods to remain sluggish
in 2016 and 2017. Over the course of 2016 to date, however, Chinese ore and
coal imports have increased again.
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Slight increase in 2015

18

Movement (volume) of bulk cargo in global ship
transport, % yoy

The volume of cargo transported by tanker posted better development than the
bulk cargo segment, at least in 2015. According to figures from UNCTAD, the
movement of goods in the tanker segments (crude oil, oil products and gas)
increased by 3.7% last year (2014: -1.7%), in line with global demand for oil.
Worldwide consumption of oil, the leading commodity transported by tanker,
rose by almost 2% in 2015, according to BP. Furthermore, OPEC has published
figures on the global export and import of crude oil indicating that total crude oil
exports and imports grew by 3.3% in 2015, following declines of 3% and 0.7% in
2013 and 2014 respectively. One main reason for the increase in 2015 was the
low price of crude oil due to significant oversupply on the global oil market
resulting from factors including intense drilling and production activity in OPEC
member states and other oil-exporting countries, unconventional sources in the
US and the return of certain suppliers to the market, such as Iran.
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Low oil price stimulates global
crude oil trading in 2015
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Chinese oil imports increase in 2015
thanks to low oil prices

Tankers: low oil price led to higher demand in 2015

20

The sharp drop in the price of oil by almost 50% on average over the course of
2015 stimulated global demand. In 2015, China increased its crude oil imports
by more than 10% in terms of volume – the fastest rise since 2010. China
accounted for roughly 13% of global oil consumption and imports in 2015. The
country took advantage of the low prices to stock up on crude oil. In the US, oil
imports stagnated in 2015, putting an end to the decline in oil imports there that
started in 2011. The main reason for the drop in US oil imports between 2011
and 2014 was the country’s increasing exploitation of unconventional oil and
gas reserves as a substitute for a certain percentage of US oil imports,
explaining the lower volume of crude oil trading in 2013 and 2014. Since late
2015, the US has again been importing more oil, as local production sites have
been forced out of the market due to the low price for oil worldwide, among
other reasons. In fact, oil production has been declining in the US since early
2015.
US oil imports resume rise
after bottoming out
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Crude oil production, % yoy

US crude oil imports, 3M mov. avg.,
m barrels per day

Chinese crude oil imports, 3M mov. avg.

Oil production in the US reacts to
lower prices
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The global tanker market will be dominated by opposing factors in 2016 and
2017. Despite relatively low prices and geopolitical risks, the supply of oil is
likely to remain high. At the same time, some (unconventional) sources will
remain under pressure in view of the price situation. In terms of demand, many
emerging countries will probably continue importing more oil. For the time being,
oil imports could also increase in the US – at least as long as oil prices remain
relatively low and few new sources within the country are exploited. However, it
remains to be seen whether the effect of stockpiling (such as in China) has as
much of an impact as in 2015. In addition, global economic growth remains
weak. Weather conditions in the upcoming winter season in the northern
7
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Active drilling installations in the US
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hemisphere will also have an effect on oil demand, of course. According to our
forecast, international crude oil trading, which sets the course for transport
activities with the corresponding tankers, will probably grow slower in 2016 and
2017 than in 2015. In late September, the announcement by OPEC members
that they would decrease production caused prices to rise to above USD 50 per
barrel (Brent), nearly double the low for the year recorded in January 2016.
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Container shipping: very little momentum
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Growth slows significantly
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Container throughput in global
ship transport, % yoy
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Asian ports dominant
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Container throughput at the 20 largest container
ports in the world, m TEU
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For years, container shipping was by far the fastest growing segment in ship
transport. Global container throughput grew by 9.7% a year between 1990 and
2007, the year before the global economic crisis began. There were many
different reasons for this growth. The extensive liberalisation of trade in recent
decades is one main factor. At the same time, the proportion of goods
predestined for transport in containers (such as semi-finished and finished
products) increased. The high speed of loading and unloading container ships,
which reduces time at berth, is another reason. Containers essentially make it
easy to use other modes of transport to continue transporting goods. The
increasing use of information and communication technology has made
transport routing more efficient. Ever larger and, historically speaking, faster
ships have made constant advances in productivity possible, which has led to
falling costs per twenty-foot equivalent unit (TEU). On land, massive
investments in modern container terminals have contributed to the sector’s
growth. Today, over 90% of break bulk cargo shipped in containers at nearly all
of the world’s major ports (degree of containerisation).
The rise of container shipping came to an abrupt end in 2009, when global
container throughput fell by nearly 9%. Despite posting an impressive recovery
in 2010 and 2011 (+15% and +8% respectively), growth rates in this segment
have been slowing significantly since 2012 (see chart 24). Global container
throughput grew by just around 1% in 2015, according to the latest market
estimates and the Container Throughput Index published by RWI – Leibniz
Institute for Economic Research and the Institute of Shipping Economics and
Logistics (ISL). In historical terms, this was the slowest-ever growth in container
shipping – with the exception of during the aforementioned recession in 2009.
There are several reasons for the sluggish development in container shipping.
Western European and US demand for consumer goods made in China, for
example, has recently been growing at a slower pace than in previous years,
and has even declined at times. The economic crises in Russia and Brazil are
also weighing things down. All told, the international division of labour has
peaked, at least for the time being. On a sector-specific note, the degree of
containerisation worldwide is now so high that this factor is hardly providing any
additional momentum for container throughput.
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German shipping companies have a particularly strong market position in
container shipping. According to the German Shipowners’ Association (VDR),
German companies owned 29% of the global container fleet in 2015, making the
country’s merchant fleet in this segment the largest of its kind.
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Another reason for the low growth in 2015 is the realignment of certain container
shipping routes. Some of the world’s major container ports act as important
hubs for the industry. They are the places where containers are loaded from
(usually large) ships to other (smaller) ships. This process is known as
transhipment. These feeder ships, as they are called, transport goods to their
final destination. The loading of a container from one ship to another at a port is
counted twice in the container throughput statistics. A rising share of
transhipments therefore increases overall container throughput. In 2015, the
importance of transhipment dwindled at some of these hubs. Instead, ships

Germany Monitor
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East Asia especially dynamic
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Container throughput (based on TEU) at
seaports by region, 2000=100
350

increasingly travelled directly to small and medium-sized ports, which had a
negative impact on container throughput. The most striking example in 2015
was the Port of Singapore, the world’s largest transhipment port in container
shipping, often with a transhipment rate of over 80%. Here, container throughput
fell by 8.7% in 2015.
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Overcapacity continues to dominate the shipping industry
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As we have seen, the development of volume – the movement of goods – in
global ship transport has lost momentum in recent years, despite not
experiencing a sharp drop as in 2009. The low growth in volume would be less
dramatic for the shipping companies in question if not for the growth in supply
(vessel and container capacity), which has been tending to outstrip demand in
the sector for many years now.
An immediate solution to the problem of the resulting overcapacity in the sector
does not appear to be on the horizon. In all three segments, the supply of vessel
capacity is likely to keep growing faster than demand. This is placing continued
downward pressure on freight and charter rates, which still remain on a low level
compared to the long-term average. As a result of these factors, shipping
companies’ finances are badly strained. Despite a difference in the development
of freight and charter rates depending on the type and size of the ship, as well
as the route travelled, oversupply and pressure on prices will generally remain
characteristic of ship transport for the time being. A consolidation process in the
form of takeovers and mergers has already resulted. The recent bankruptcy of a
major South Korean shipping company fits this picture.
Due to pricing pressure in the sector, shipping companies are trying to cut
operating costs. In recent years, this has paradoxically led to a trend towards
ordering ever larger ships, which has in turn exacerbated the problem of
overcapacity. The average size of newly delivered container ships, for example,
approximately doubled between 2009 and 2015. Ultimately, the sector is caught
in a classic prisoner’s dilemma: all of those involved need to order fewer ships,
mothball ships or scrap old ships to structurally reduce overcapacity. Apart from
antitrust concerns regarding such agreements, the desired effect would only be
possible if enough market players were to abide by such a strategy. The
capacity problem would remain largely the same if just a few companies were to
break rank because of potential profits.
From a business perspective, it can currently be tempting for shipping
companies to order new vessels, as newbuilding prices for ships have fallen in
recent years. Ultimately, the global shipyard industry is also facing overcapacity
(and significant government influence). In addition, the low interest rates are
having a stimulating effect. Yet these factors stand in contrast to the sector’s
general financial problems, which make financing the vessels more difficult
(creditworthiness). From an operating perspective, the low oil prices in recent
times have at least meant some relief. However, the sector needs to invest in
reducing ships’ emissions of substances such as sulphur oxide due to stricter
regulations in the years ahead.
Ship transport will ultimately continue to carry most of the international
(intercontinental) flow of goods in the decades to come. Further growth in terms
of volume is very likely. For the time being, however, growth in demand will
probably not be high enough to reduce overcapacity in the sector for good. The
business situation for those companies affected will therefore probably remain
tense.
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Cargo aviation shows low momentum
in recent times
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Transport volume (passenger or tonnekilometres) in global aviation, % yoy

The weakness of global trade in recent years is also reflected in the
development of international airfreight. Global airfreight volume (in tonnekilometres) grew by just 1.5% a year on average between 2010 and 2015. Seen
over a longer horizon, this growth appears very slow. By comparison, airfreight
volume expanded by more than 5% a year between 1993 and 2010. The
aforementioned slow growth in airfreight between 2010 and 2015 does not
reflect a fundamental problem in the aviation industry, as passenger traffic
increased by more than 6% a year over the same period.
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Air traffic: airfreight lags behind passenger volume

Cargo aviation

Sources: IATA, Deutsche Bank Research

Crude oil and kerosene very inexpensive
by long-term standards

29

In 2015, global airfreight volume grew by just over 2%. However, strong growth
in the Middle East prevented a significantly weaker result. Volume in the region
increased by more than 11%, according to the International Air Transport
Association (IATA). Europe and North America, on the other hand, recorded
stagnant figures in 2015. In the two years prior to 2015, the Middle East also
accounted for the strongest growth by far (volume growth in 2014: 11%;
2013: 13%). The region has also seen above-average growth so far in 2016, the
result of years of massive expansion efforts by airlines and airports in the
region.

Crude oil price* and kerosene price, in USD
respectively, Jan. 2007=100

Low oil price has a positive impact – but aircraft load factors are trending
downward

300
250

The low price of oil compared to the long-term average is having a positive
impact on airlines’ earnings. According to IATA, the cost of kerosene is likely to
account for around 20% of all airlines’ total expenses (including passenger
airlines) in 2016. This figure stood at around 33% in 2012 and 2013. However,
the lower price of fuel for airlines is being offset by relatively low load factors for
freight aircraft, which stood at a historically low 42.5% on average in the first half
of 2016, primarily on account of the rise in cargo capacity outpacing demand at
the present time. This oversupply is intensifying competition in the industry and
putting pressure on average returns, much like in the ship transport sector.
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* Brent, Dubai and WTI averages
Sources: HWWI, Bureau of Labor Statistics,
Deutsche Bank Research

3. German logistics sector continues to expand slowly
Sluggish growth at German seaports and airports

Movement of goods at German ports
down on previous highs

30

Movement of goods in ship transport at German
ports
340

10

320

5

300

0

280

-5

260

-10

240

-15

220

-20
01

03

05

07

09

% yoy (right)
Sources: Federal Statistical Office,
Deutsche Bank Research

10 | November 8, 2016

11

13

15

m tonnes (left)

Weak global trade is of course having an impact on Germany in its role as an
open, export-oriented economy and on the country’s logistics sector. Before we
take a look at the economic development of the entire logistics sector in
Germany, let us examine the impact of the developments in the global shipping
and aviation industries illustrated in the previous section on Germany. There are
parallels with regard to (slow) growth in recent years.
In 2015, the throughput of goods in ship transport at German ports merely
matched the level seen in 2011, falling almost 8% short of the record set in
2008. In terms of volume, the throughput of goods at German ports has
therefore yet to recover from the recession in 2009. The situation is similar when
it comes to container throughput at German ports, which fell by 4.6% in 2015.
As a result, container throughput last year was at its lowest level since 2010. At
the Port of Hamburg alone, container throughput decreased by more than 9% in
2015 on account of the decline in trade with China and Russia, among other
factors. The Port of Hamburg is an important hub for container shipments to the
Baltic Sea region. A comparison with the previous decade illustrates how
sluggish the development of container throughput at German ports has so far
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Container shipping in Germany:
stagnation trend since 2011
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Container throughput in ship transport at German
ports
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Freight throughput at German airports
trending sideways
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Throughput of airfreight and air mail at
German airports, local volume
5

30

4

20

3

10

2

0

1

-10
02

04

06

08

% yoy (right)

10

12

Throughput of airfreight and air mail at German airports has also seen virtually
no growth since 2011. Historically speaking, this is a relatively long phase of
more or less stagnant airfreight volume, despite rapid economic expansion in
Germany. From 2000 to 2008, airfreight throughput at German airports grew by
an average of more than 4% a year. Ultimately, German seaports and airports
have both recorded unusually slow development in freight throughput growth in
the past four to five years.
Roads by far the leading mode of transport in the national transport of goods

15

Sources: Federal Statistical Office,
Deutsche Bank Research
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been in the 2010s: from 2000 to 2008, container throughput in Germany grew
by an average of more than 10% a year.
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Sources: ADV, Deutsche Bank Research

Road and rail transport sees
particularly strong momentum

33

Freight transport volume(tonne-kilometres) in
Germany, 1995=100
180

The slow pace of trade in recent years is ultimately also reflected in domestic
freight transport. In 2015, the total volume of goods transported in Germany (in
tonne-kilometres) was only around 3% higher than it was in 2011,
corresponding to an average annual growth rate of just 0.7%. Transport volume
expanded by 2.6% a year on average between 1995 and 2011. According to the
German government’s latest medium-term forecast, the volume of goods
transported is likely to increase by just over 1% a year between 2017 and 2019.
On a long-term average (1995 to 2015), the transport of goods on roads and
rails has recorded similarly high growth rates (3% a year). Transport volume on
inland waterways, by contrast, has generally been falling. In general, roads still
account for the lion’s share of the total transport of goods. Road transport
accounted for a little over 73% of total transport volume (excluding pipelines) in
2015. At 84%, this figure is even higher when it comes to traffic volume (tonnes
transported). In terms of transport volume (tonne-kilometres), railways
accounted for an 18% share in 2015. These figures show that there are clear
limits to shifting goods traffic from roads to the rails, as often advocated by
policymakers. Shifting “just” 25% of transport volume from roads to the rails, for
example, would require doubling rail capacity, something that appears
unrealistic at the present time. Road freight transport continues to offer
advantages in terms of flexibility (e.g. last-mile distribution and delivery) and
speed. Technological progress also appears likely to continue in road freight
transport. Autonomous and partly autonomous driving, for example, will
probably gradually go from an utopian vision to reality in the years ahead. In
conjunction with other technological measures, this advancement could
increase the flow of traffic and goods.
On the following pages, we will demonstrate that the entire German logistics
sector has only been able to generate little growth in recent times. Nevertheless,
the structural conditions for logistics in Germany remain essentially good.
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More than 2 million employed in the logistics sector
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In terms of official statistics, the transportation and storage services sector
appears to correspond best with the logistics industry. It covers all activities that
are commonly understood to be the responsibility of the logistics sector,
including the transport of goods with various modes of transport, the storage and
warehousing of goods, services such as haulage and freight forwarding, and the
operation of cargo terminals, ports and other infrastructure facilities. According to
our estimates, turnover in the industry covered by this definition of the transport
and storage sector stood at approximately EUR 293 billion in Germany in 2015,
making logistics one of the country’s largest sectors. However, it is important to
bear in mind that roughly 20% of the turnover in the transportation and storage
sector was primarily attributable to services provided to individuals, such as
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Roads: the mode of choice

34

public transport and passenger aviation. The entire industry employed some
2.16 million people, or about 5% of the labour force, in 2015.

Share of freight transport volume in Germany
accounted for by each mode of transport

Constant increase in employment
since end of 2008/09 recession
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Transport and storage: growth below
average in recent times
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Turnover slowly approaching the
EUR 300 billion mark
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Turnover growth sluggish since 2012
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clients.
Sources: Federal Statistical Office, Deutsche Bank
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Industrial output important source of
growth for transport and storage
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In light of weak global trade and the aforementioned sluggish growth in the
movement of goods at international and national level, it should come as no
surprise that the German logistics sector has also been seeing sluggish growth
for some time now. Nominal turnover in the sector increased by only slightly
over 1% a year between 2012 and 2015. As a result, the industry fared worse
than the overall business services sector in the same period (2.6% a year). In
addition, average growth in the transportation and storage sector was
significantly lower than it was between 2003 and 2008 (4.6% a year). Foreign
trade appears unlikely to provide much in the way of momentum for the German
logistics industry also in 2016 and 2017. According to our forecast, exports and
imports will see growth substantially below the long-term average over the
course of both years.
Along with the negative impact from foreign trade, there are other reasons for
the weak performance of the German logistics industry that are, of course, not
entirely independent from the development of global trade. Domestic industrial
production, for example, grew by only slightly less than 2% in real terms
between 2012 and 2015. We expect to see low growth continue in 2016 and
2017, at 1% and 0.5% respectively. Traditionally, manufacturing has been the
main source of growth for the logistics sector. As a result, industrial production
and turnover in the transportation and storage sector principally tend to follow a
similar pattern.
Slower than usual growth in domestic investment in equipment compared to the
long-term average also had a negative impact on the logistics sector between
2012 and 2015, putting a damper on order intake at logistics companies.
Genuine improvement is not in sight. Although we expect investment in
equipment to increase by almost 2% in real terms in 2016, equipment
investment is more likely to stagnate next year. We expect the negative impact
of the Brexit decision on domestic investments to materialise largely in 2017.
Furthermore, capacity utilisation in the manufacturing sector remains
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Capcity utilisation slightly above
long-term average
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Capacity utilisation in the manufacturing
sector in Germany, %
100
90
80

approximately on par with the long-term average. As a result, it still does not
indicate any substantial additional need for investment by private companies. All
told, companies remain cautious when it comes to investments in expansion,
meaning that this sector of the economy will not play a major role in stimulating
demand for the logistics industry. As it would appear, economic growth in
Germany (our GDP forecast for 2016: +1.9%; 2017: +1.0%) is largely being
fuelled by private consumption and government expenditure in the current
business cycle.
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Sentiment in the logistics sector has improved in recent times despite moderate
turnover growth again in 2016/17
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Sentiment improved in recent times
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Although the general economic conditions for the logistics sector are currently
underwhelming, industry sentiment improved for the second time in a row in the
third quarter of 2016. The Logistics Indicator, which is compiled by the Kiel
Institute for the World Economy (IfW) on behalf of the Global Supply Chain
Network (BVL), increased in the second and third quarters following four
decreases in the previous quarters. This is largely in line with the most recent
development of turnover in the transportation and storage sector. In the second
quarter, seasonally adjusted nominal turnover rose by 1.7% compared to the
previous quarter; turnover had been roughly stagnant in the three quarters
before that. All told, we expect nominal turnover in the transportation and
storage sector to increase by around 1% a year in 2016 and 2017. Growth
would therefore remain below the long-term average. Higher growth rates are
being hindered by a sluggish rise in industrial production, lacklustre investment
activity and the weak performance of foreign trade. However, the sector
currently appears unlikely to slip into recession. The industry will continue to be
characterised by intense competitive pressure, especially for simple logistics
services.
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We have illustrated that the short-term cyclical outlook for the logistics sector in
Germany is muted. However, the sector is benefiting from many favourable
location factors, such as Germany’s position in the centre of Europe. German
companies stand to benefit from (even) closer ties with new EU countries and
other eastern European nations. As could be expected, competitive and cost
pressure in the sector have also intensified in the wake of the EU’s eastward
expansion and the liberalisation of the European transport market.
In addition to its central location in Europe, Germany’s economic openness is
also having a positive effect on the logistics sector. Total imports and exports
account for a larger share of GDP in Germany than in any other major European
country (2015: 69.4%). Germany’s polycentric economic structure is another
positive location factor. 62 of the 100 wealthiest European regions are located in
Germany. Compared to other major countries, such as France or the United
Kingdom, Germany has many economically strong regions that are closely
intertwined in terms of the division of labour. As a result, the second-tier
metropolitan regions (the group of the country’s largest cities excluding the
capital, such as the Ruhr metropolitan region, Hamburg, Munich, Stuttgart,
Frankfurt am Main, Cologne, Düsseldorf) play a more important role in the
overall economy than in France or the UK. These regions generate around 30%
of Germany’s GDP and are home to approximately one-quarter of the
5
population , resulting in increased demand for logistics services. Germany’s
degree of industrialisation is another key factor. Industry is one of the logistics
5
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sector’s most important clients. In Germany, the manufacturing sector
accounted for 22.8% of the country’s total gross value added in 2015 – seven
percentage points higher than the EU average.
The infrastructure in Germany is another positive location factor. Many have
been complaining for some time now that Germany is investing too little in
transport infrastructure. Indeed, investments in transport infrastructure in recent
years have not kept up with the increase in traffic volume. Local bottlenecks
slow the flow of traffic and lead to higher costs for shippers and consignors as
well as transport companies. However, the German government plans to spend
more money structurally on transport infrastructure in the years ahead. In
addition, the infrastructure in Germany is still considered to be very good by
international standards.
Germany’s logistics performance receives international recognition – mediumterm growth potential modest
Germany remains leading
logistics location
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All told, Germany is a global logistics powerhouse. In 2016, Germany came in
first in the World Bank’s Logistics Performance Index for the second time in a
row. The strength and efficiency of German logistics companies is ultimately a
key factor in this excellent result. These companies range from major global
players that are holding their ground on the international stage to small and
medium-sized enterprises that focus on specific regions or products as well as
customer-specific logistics services and are successful in niche markets.
Ultimately, the aforementioned conditions indicate that the German logistics
sector has the potential to continue achieving turnover growth going forward.
From 2016 to 2020, nominal turnover growth in the German logistics sector will
probably come in at just over 2% a year on average, a decline in momentum
compared to the previous ten years. Some parts of the sector, such as contract
logistics and the provision of value-added services, essentially offer
opportunities for higher growth. At the same time, many companies will not be
able to provide such services due to insufficient financial or human resources. In
particular, the transport segments within the logistics sector are likely to remain
at the centre of environmental and climate policy regulation when it comes to
limits on CO2, pollutant and noise emissions, for example. Policymakers will use
a variety of instruments here, such as regulatory law (decrees and bans), taxes
and changes to tolls for heavy goods vehicles. Short-term changes could prove
expensive for the industry, which is why higher costs are to be expected.

4. Conclusion and outlook
Over the next three to five years, global trade is likely to grow only at or around
the same pace as global GDP. At the very least, a significantly higher growth
rate, as in previous decades, is unlikely. This structurally weaker momentum in
global trade will be also reflected in slower growth in the global and regional flow
of goods, as has already been the case in recent years. In its role as an open,
export-oriented economy, Germany – and the German logistics sector in
particular – will feel the impact of this development. The overall economic
momentum for German GDP growth resulting from (net) exports is likely to
remain low for the time being. The economic prospects for the German logistics
sector will remain less rosy on account of expected modest growth rates in
equipment investment and industrial production in Germany as well as weak
global trade. Turnover growth in the sector is likely to be below the long-term
average in the years ahead. Nonetheless, the logistics sector will remain one of
the most important German industries in terms of turnover and employment.
Along with the economic challenges mentioned in this report, the logistics sector
also faces regulatory and technological changes. In terms of regulation, stricter
14 | November 8, 2016
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environmental and climate policy requirements come to mind and will lead to
higher costs for the sector both in Germany and around the world. The intensity
of competition in the respective segment plays a crucial role in deciding the
extent to which it will be possible to pass these costs on to consumers. When it
comes to technology, the logistics sector is facing innovation within the industry
and among transport companies’ customers. Efficient, eco-friendly propulsion
technology will be in high demand in the transport sector. As mentioned,
autonomous driving is no longer an utopian vision in heavy goods traffic.
Entirely new forms of transport (such as drones) could gain significance in
regional and/or product-specific niche markets. Technological improvements
among industrial customers will have knock-on effects on the logistics sector.
The digitalisation of factories (Industry 4.0, internet of things, mass production of
single items) is leading to new requirements and greater use of IT among those
logistics companies involved. Although the changes to production processes are
expected to be evolutionary rather than revolutionary, new production methods
for certain parts of the manufacturing process (such as 3D printing) will change
the material flow. Ultimately, the regulatory and technological changes will
require investments in the logistics sector. In view of a predominant trend
towards flat growth, this will mean challenges for many companies in the
industry.
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