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Regional elections and beyond: The
trend is Green
n

The CDU’s disappointing results in the two state ballots are a dismal start
for the party into this election year. The CDU was up against two extremely
popular prime ministers who appeal to voters across the political camps –
for more than half of the voters the incumbent PM was the reason to vote
for the respective party (infratest). However, nondescript CDU candidates,
allegations around mask procurement deals and growing discontent about
pandemic management are behind the heavy defeats in BadenWuerttemberg (BW) and Rhineland-Palatinate (RP). The new party leader
Armin Laschet was not able to change the party’s fortunes. With political
noise increasing, the CDU/CSU will enter a reflection period over how to
position for the federal elections incl. the nomination of their joint
chancellor candidate. For now, Laschet’s chances for Merkel’s succession
remain intact, in our view.

n

In BW, the former CDU stronghold, the Greens with their popular PM
Winfried Kretschmann, defended their position as the strongest party. The
CDU suffered its lowest result in history but still came in second. Germany’s
only Green PM can now reconsider his coalition options, either sticking
with the current green-black coalition or switching to a Green-led
government with SPD and FDP as junior partners. The latter would be a
strong signal for the federal elections further down the road.

n

In RP, female PM Malu Deyer held the SPD’s result achieving over 30% - a
distant dream for her federal party fellows. Still, SPD chancellor candidate
and FM Olaf Scholz took heart in the news that in both states a government
might be formed against the CDU and extended this prospect to the federal
elections. Again, the Greens had a strong run while the CDU scored its
poorest result ever in this state. In RP it is clear already that the traffic light
coalition under Dreyer will continue its work.

n

While another six months until federal elections is a long time in politics, the
state elections serve as a reminder that a CDU/CSU/Green coalition which
is the consensus so far, is not a foregone conclusion. With Merkel’s bonus
for the CDU/CSU fading, vaccine problems continuing and the surprising
revival of the Liberals, other coalition options for the Greens might open up.
In the end, forming a coalition on the federal level might be as difficult as
back in 2017.

Barbara Boettcher
Senior Economist
+49-69-910-31787

Implications of the state elections beyond the regional aspects
The CDU had to face a dismal start into the election year with significant defeats in
both state elections (see below for details). The reasons are manifold including the
allegations around medical mask procurement deals and the public’s weakening
patience with vaccine problems and, more generally, crisis management. This does
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Figure 1: Voters in both states do not
have a favorable view of the local
CDU
"What do you think about...", scale from +5
(highest opinion) to -5 (lowest opinion)
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With less than 25%, the CDU obtains its worst result in history in what has long been
a conservative stronghold. Voters' dissatisfaction with the federal CDU, which they
blame for the slow start of the vaccination campaign and which has sparked
outrage with individual MPs involved in questionable mask procurement deals, is
only partly responsible for this. To some, part the defeat can also be attributed to the
regional CDU itself, which is considered to be divided and did not close ranks
behind its candidate. Voters give the BW CDU lower marks than the federal CDU
(Politbarometer). Thus, the party was not able to mobilise all its voters and lost votes
especially to the Greens and the FDP. Among the losers of the election are also (i)
the SPD, moving closer to the 10% mark, and (ii) the AfD, which fell below the 10%
mark but could nevertheless establish itself as a political force in the region.
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Figure 2: Baden-Wuerttemberg current and last state elections
results
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Figure 3: PM Kretschmann is popular
in all voter groups
% of voters with different party affiliations which
prefer Kretschmann as PM
all voters

69

Greens

94

Left

84

SPD

75

CDU

56

FDP

52

AfD

Against this backdrop, it is not a given that the Greens will continue with their junior
partner CDU. A green-black coalition could still count on a strong majority in
parliament, but so would a Green-led traffic light coalition with the SPD and FDP.
While PM Kretschmann signaled a preference for continuing the green-black
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Baden-Wuerttemberg: The Greens strive, CDU at risk of being sent into
opposition
The Greens are the undisputed election winners, surpassing their last already
record-high election result with almost 33%. This can be attributed to the popular
PM Winfried Kretschmann who has governed the country for the past 10 years and
whose level-headed political style has made the party eligible also to voters from the
political centre. The FDP is also among the winners, cracking the 10% mark and
gaining voters especially from the CDU and AfD.
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The state elections also serve as a reminder that there might be other options than
the CDU/CSU/Green coalition that consensus expects as the outcome of the federal
elections. This will be underlined if the Green PM Kretschmann in BW decides to
form a traffic light coalition with the SPD and the FDP and relegates the CDU into
the opposition role. Beyond federal polls which for the time being do not see a
majority for any sort of traffic light coalition, these options will be more broadly
discussed now. FM Scholz already pointed to the fact that the election results are
a clear indication for a centre-left governing option, attempting to distract attention
from the frequently discussed red-red-green coalition option. This would require
though the SPD to significantly increase its performance as polls see it at just
around 15% on the federal level and for the Greens to attract (even) more voters from
the conservative camp. In any case, the so far rather dull election campaign will turn
more exciting than has been perceived at the start of the year.
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not bode well for the newly-elected CDU party leader Laschet and the CDU/CSU in
the run-up to the federal elections – although in exit polls voters signaled that they
are more critical of the respective regional arm of the CDU than for the federal level
(see Figure 1) and regional topics played the major role. Still, the nervousness in the
CDU is likely to increase and the party bodies which will meet in the course of the
day and the week will have a lot to discuss. Early official statements by senior CDU
grandees and the CDU secretary general were aimed at ring fencing Laschet from
this bad news pointing to his very short period of being in office. Still, Laschet is
unlikely to escape more questions around his nomination as chancellor candidate
given the higher popularity of PM Söder. At the same time, Söder – who has never
officially stated his ambition for nomination – might get second thoughts should
winning the federal elections look increasingly challenging for a CDU/CSU that is
losing Merkel’s bonus (49% of Germans think that without Merkel the CDU will not
be as strong as currently, Allensbach).
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coalition prior to the election, he showed himself open for coalition talks with all
“democratic forces” yesterday. However, it is still open whether a traffic light
coalition can be successfully formed in BW, as the SPD tends to be more on the left
and thus the difference to the FDP might be difficult to bridge. Moreover, voters
prefer a green-black coalition (43% approval) over a traffic light coalition (28%;
Politbarometer).
Rhineland-Palatinate: The hour of the SPD, traffic light coalition to continue
With a good 35% of votes, the winner of the RP elections is the SPD, achieving a
result the SPD colleagues in Berlin can only dream of. The party’s strong
performance is clearly attributed to its popular PM Malu Dreyer, who successfully
led a traffic light coalition for the past five years and gets comparatively good marks
for her crisis management (57% of voters are satisfied with the crisis management
and 56% prefer Dreyer as PM; Politbarometer). The winners also include (i) the
Greens, which were able to improve their result significantly – albeit they did not
crack the 10% mark despite strong scoring in pre-election polls – and gain voters
from all parties as well as non-voters, and (ii) the small conservative-liberal “Freie
Wähler” party, which took the 5% hurdle and thus enters parliament for the first
time in RP (it rules in a coalition with the CSU in Bavaria).

Figure 4: Rhineland-Palatinate current and last state elections
results
% of votes
35.7
36.2

SPD
27.7

CDU

31.8
9.3

Greens

5.3
8.3

AfD

12.6
5.5
6.2

FDP
2.5
2.8

Left

11.1

Others

5.0

0

The CDU scored a historically poor election result of around 28%, falling well behind
the SPD and thus cementing its opposition role. This is not only a result of voter
dissatisfaction with the federal CDU, but also with the local CDU itself, which
achieves less favorable voter ratings than the federal CDU. Particularly bitter for the
party is that, in the core issue of the economy, regional voters attribute more
competence to the SPD than the CDU (Politbarometer). Among the losers of the
election are also (i) the FDP which lost some pp, notably to the CDU, and (ii) the AfD,
which fell below the 10% mark but could nevertheless establish itself as a political
force in the region.
PM Dreyer as well as the Greens and the FDP expressed their intention to continue
the traffic-light coalition. This coalition will be stronger than in the last term when
it had only a feeble majority of one vote in parliament. In view of the election results,
the power-balance within the coalition has slightly shifted from the FDP towards the
Greens. Nevertheless, the FDP is needed as coalition partner as the SPD and the
Greens do not hold a majority together.

2016 state elections results
Note: Preliminary election results
Source : Landeswahlleiter Rhineland-Palatinate

Figure 5: PM Dreyer is popular in
most voter groups
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Signposts ahead
CDU party leader Laschet and CSU party leader Söder already announced a couple
of weeks ago, that they would discuss the nomination of the joint chancellor
candidate between Easter and Pentecost. The election fallout probably requires
that the conservatives speed up their positioning making it rather likely that the
decision will be taken closer after Easter. This has then to be followed by the
presentation of the party’s election platform something both the SPD and the
Greens have already done.
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Note: FW stands for "Freie Wähler"
Source : Politbarometer, March 14

More generally, the months of April and May will be crowded with political events
ranging from the nomination of the Green’s chancellor candidate to various party
conventions triggering the election campaigns of the respective parties.
In early June, the next state election in the Eastern state of Saxony-Anhalt will take
place. The remaining three state elections will take place the same day as the federal
elections, September 26.

Deutsche Bank AG

Page 3

15 March 2021
Germany Blog

Appendix 1
Important Disclosures
*Other information available upon request
*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local
exchanges via Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank, subject companies,
and other sources. For disclosures pertaining to recommendations or estimates made on securities other than the primary
subject of this research, please see the most recently published company report or visit our global disclosure look-up page on
our website at https://research.db.com/Research/Disclosures/CompanySearch. Aside from within this report, important risk
and conflict disclosures can also be found at https://research.db.com/Research/Topics/Equities?topicId=RB0002. Investors
are strongly encouraged to review this information before investing.

Analyst Certification
The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, the
undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view
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Additional Information
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 'Deutsche
Bank'). Though the information herein is believed to be reliable and has been obtained from public sources believed to be
reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites in this
report are provided for reader convenience only. Deutsche Bank neither endorses the content nor is responsible for the
accuracy or security controls of those websites.
If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or
is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche Bank may act as
principal for its own account or as agent for another person.
Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account
or with customers, in a manner inconsistent with the views taken in this research report. Others within Deutsche Bank,
including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in this research
report. Deutsche Bank issues a variety of research products, including fundamental analysis, equity-linked analysis,
quantitative analysis and trade ideas. Recommendations contained in one type of communication may differ from
recommendations contained in others, whether as a result of differing time horizons, methodologies, perspectives or
otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts
are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment banking, trading
and principal trading revenues.
Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not
necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank provides liquidity
for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have
shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade ideas for
equities are listed as Catalyst Calls on the Research Website (https://research.db.com/Research/) , and can be found on the
general coverage list and also on the covered company’s page. A Catalyst Call represents a high-conviction belief by an analyst
that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks
and no more than three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with
Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a nearterm or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally
counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has
no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate
changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and
company-specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole
discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at
irregular intervals. This report is provided for informational purposes only and does not take into account the particular
investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or
sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a
product of the analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and
investors must make their own informed investment decisions. Prices and availability of financial instruments are subject to
change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors. If a
financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely
affect the investment. Past performance is not necessarily indicative of future results. Performance calculations exclude
transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous
trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from
Deutsche Bank, subject companies, and other parties.
The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our
organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with respect to our
research are available on our website (https://research.db.com/Research/) under Disclaimer.
Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay
fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these cash flows), increases
in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the
maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in
inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to
receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets
holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency
conversion, repatriation of profits and/or liquidation of positions), and settlement issues related to local clearing houses are
also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by
indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates – these are common in
emerging markets. The index fixings may – by construction – lag or mis-measure the actual move in the underlying variables
they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating
coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons.
Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps
(swaptions) the risks typical to options in addition to the risks related to rates movements.
Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The appropriateness
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of these products for use by investors depends on the investors' own circumstances, including their tax position, their
regulatory environment and the nature of their other assets and liabilities; as such, investors should take expert legal and
financial advice before entering into any transaction similar to or inspired by the contents of this publication. The risk of loss
in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage obtainable
in futures and options trading, losses may be incurred that are greater than the amount of funds initially deposited – up to
theoretically unlimited losses. Trading in options involves risk and is not suitable for all investors. Prior to buying or selling an
option, investors must review the 'Characteristics and Risks of Standardized Options”, at http://www.optionsclearing.com/
about/publications/character-risks.jsp. If you are unable to access the website, please contact your Deutsche Bank
representative for a copy of this important document.
Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange
rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by numerous market
factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes
in interest rates; and (iii) currencies may be subject to devaluation or government-imposed exchange controls, which could
affect the value of the currency. Investors in securities such as ADRs, whose values are affected by the currency of an
underlying security, effectively assume currency risk.
Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at https://
research.db.com/Research/ on each company’s research page. Investors are strongly encouraged to review this information
before investing.
Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser,
consultant or fiduciary to you or any of your agents (collectively, “You” or “Your”) with respect to any information provided in
this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your
impartial adviser, and does not express any opinion or recommendation whatsoever as to any strategies, products or any other
information presented in the materials. Information contained herein is being provided solely on the basis that the recipient
will make an independent assessment of the merits of any investment decision, and it does not constitute a recommendation
of, or express an opinion on, any product or service or any trading strategy.
The information presented is general in nature and is not directed to retirement accounts or any specific person or account type,
and is therefore provided to You on the express basis that it is not advice, and You may not rely upon it in making Your decision.
The information we provide is being directed only to persons we believe to be financially sophisticated, who are capable of
evaluating investment risks independently, both in general and with regard to particular transactions and investment
strategies, and who understand that Deutsche Bank has financial interests in the offering of its products and services. If this
is not the case, or if You are an IRA or other retail investor receiving this directly from us, we ask that you inform us immediately.
In July 2018, Deutsche Bank revised its rating system for short term ideas whereby the branding has been changed to Catalyst
Calls (“CC”) from SOLAR ideas; the rating categories for Catalyst Calls originated in the Americas region have been made
consistent with the categories used by Analysts globally; and the effective time period for CCs has been reduced from a
maximum of 180 days to 90 days.
United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and SIPC.
Analysts located outside of the United States are employed by non-US affiliates that are not subject to FINRA regulations.
European Economic Area (exc. United Kingdom): Approved and/or distributed by Deutsche Bank AG, a joint stock
corporation with limited liability incorporated in the Federal Republic of Germany with its principal office in Frankfurt am Main.
Deutsche Bank AG is authorized under German Banking Law and is subject to supervision by the European Central Bank and
by BaFin, Germany’s Federal Financial Supervisory Authority.
United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester House,
1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the Prudential
Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial Conduct
Authority. Details about the extent of our authorisation and regulation are available on request.
Hong Kong SAR: Distributed by Deutsche Bank AG, Hong Kong Branch, except for any research content relating to futures
contracts within the meaning of the Hong Kong Securities and Futures Ordinance Cap. 571. Research reports on such futures
contracts are not intended for access by persons who are located, incorporated, constituted or resident in Hong Kong. The
author(s) of a research report may not be licensed to carry on regulated activities in Hong Kong, and if not licensed, do not hold
themselves out as being able to do so. The provisions set out above in the 'Additional Information' section shall apply to the
fullest extent permissible by local laws and regulations, including without limitation the Code of Conduct for Persons Licensed
or Registered with the Securities and Futures Commission. This report is intended for distribution only to 'professional
investors' as defined in Part 1 of Schedule of the SFO. This document must not be acted or relied on by persons who are not
professional investors. Any investment or investment activity to which this document relates is only available to professional
investors and will be engaged only with professional investors.
India: Prepared by Deutsche Equities India Private Limited (DEIPL) having CIN: U65990MH2002PTC137431 and registered
office at 14th Floor, The Capital, C-70, G Block, Bandra Kurla Complex Mumbai (India) 400051. Tel: + 91 22 7180 4444. It is
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The method for computing individual E,S,G and composite ESG scores set forth herein is a novel method developed by the
Research department within Deutsche Bank AG, computed using a systematic approach without human intervention.
Different data providers, market sectors and geographies approach ESG analysis and incorporate the findings in a variety of
ways. As such, the ESG scores referred to herein may differ from equivalent ratings developed and implemented by other ESG
data providers in the market and may also differ from equivalent ratings developed and implemented by other divisions within
the Deutsche Bank Group. Such ESG scores also differ from other ratings and rankings that have historically been applied in
research reports published by Deutsche Bank AG. Further, such ESG scores do not represent a formal or official view of
Deutsche Bank AG.
It should be noted that the decision to incorporate ESG factors into any investment strategy may inhibit the ability to participate
in certain investment opportunities that otherwise would be consistent with your investment objective and other principal
investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than
portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and the investment opportunities
available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG
or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with
corporate responsibility, sustainability, and/or impact performance.
Copyright © 2021 Deutsche Bank AG

Page 8

Deutsche Bank AG

David Folkerts-Landau
Group Chief Economist and Global Head of Research
Pam Finelli
Global Chief Operating Officer
Research

Anthony Klarman
Global Head of
Debt Research

Gerry Gallagher
Head of European
Company Research
Jim Reid
Global Head of
Thematic Research

Michael Spencer
Head of APAC Research

Andreas Neubauer
Head of Germany Research

Francis Yared
Global Head of Rates Research

George Saravelos
Global Head of FX Research

Steve Pollard
Head of Americas Research
Global Head of Company
Research
Peter Milliken
Head of APAC
Company Research
Peter Hooper
Global Head of
Economic Research

International Production Locations
Deutsche Bank AG
Deutsche Bank Place
Level 16
Corner of Hunter & Phillip Streets
Sydney, NSW 2000
Australia
Tel: (61) 2 8258 1234

Deutsche Bank AG
Equity Research
Mainzer Landstrasse 11-17
60329 Frankfurt am Main
Germany
Tel: (49) 69 910 00

Deutsche Bank AG
1 Great Winchester Street
London EC2N 2EQ
United Kingdom
Tel: (44) 20 7545 8000

Deutsche Bank Securities Inc.
60 Wall Street
New York, NY 10005
United States of America
Tel: (1) 212 250 2500

Deutsche Bank AG
Filiale Hongkong
International Commerce Centre,
1 Austin Road West,Kowloon,
Hong Kong
Tel: (852) 2203 8888

Deutsche Securities Inc.
2-11-1 Nagatacho
Sanno Park Tower
Chiyoda-ku, Tokyo 100-6171
Japan
Tel: (81) 3 5156 6000

