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CDU’s Covid-19 election bonus – from
hero to zero
n

Merkel’s Conservatives currently have major egg on their face. Approval
rates are in free fall as trust in the government’s crisis management has
eroded. The CDU/CSU is polling at pre-crisis levels of below 30% fuelling
speculation that not only Merkel but the Conservatives in total might not be
part of the next government. Still, popularity ratings might recover – at least
partially. It is still six months to go until the federal elections – an eternity in
terms of the predictive power of polls.

n

Coalition options are back in focus with the Greens being the kingmakers
in all scenarios. If the Greens go for a Green-led traffic light coalition (with
the SPD and the Liberals) in Baden-Wuerttemberg - a decision soon due -,
such an option would become more tangible at the federal level, too.

n

Still, the likelihood of a traffic light coalition is smaller than evidence at the
regional level suggests. At the federal level issues such as tax, fiscal, foreign
and EU policy are far more relevant, where opinions are much more
divergent among the three parties. Thus, a conservative-green government
still remains our baseline scenario, but is not a foregone conclusion
anymore.

n

The announcement of their chancellor candidate is unlikely to turn the tide
for the Conservatives. A bold election manifesto on how to bring Germany
forward after the deficiencies revealed by the crisis combined with
convincing core personal are needed. NRW PM Laschet is still in pole
position for chancellor candidate, despite his weak standing in polls. But
without a more efficient and targeted crisis management showing clear
results in the fight against the Corona crisis both – Laschet or Söder - will
have a hard time to make sure that the Conservatives lead the next
government.
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Are the CDU’s approval ratings heading towards 25% again? Approval rates for
Merkel’s Conservatives currently seem to be in free fall (see Figure 3) compounded
by the painful defeats in the recent regional elections (Germany Blog, March 15).
Driven by an increasing perception of the government being weak and divided,
approval ratings may head towards the pre-crisis polling results of about 25%. The
2017 election result of 32.9% might become out of reach soon, in particular if the
trend observed in the state elections that the CDU cannot sufficiently mobilise its
voters is replicated at the federal level (the strongest voter migration was not to
other parties but dissatisfied CDU voters staying at home). Merkel warned that the
CDU/CSU “does not have a preferential title to the chancellorship” (ARD, March
28). Bundestag president and former FM Schäuble went even further remarking “…
that the world didn't end in 1998, when CDU chancellor Kohl lost to his SPD
challenger Gerhard Schröder" (Welt, March 27). Would the Conservatives going
into opposition be a game changer? Yes, but the CDU has already drifted to the left
under Merkel. Furthermore, depending on the composition, certain coalitions
could limit the shift in the policy course. Still, with the CDU no longer part of the
government, policy priorities would differ raising concerns over Germany’s future
as Europe’s economic powerhouse.
Nomination of the CDU chancellor candidate unlikely to be sufficient to turn the
tide. The decision of who will be leading the Conservatives into the federal elections
will be taken between Eastern and Pentecost. The Greens will present their
chancellor candidate within that timeframe as well - potentially giving them a
headstart in setting the tone for the overall election campaigns. With the pressure
on the Conservatives mounting, they are likely to speed up the decision between
Armin Laschet, CDU chair and PM of North-Rhine Westphalia, and Markus Söder,
CSU chair and PM of Bavaria. The latter has never explicitly thrown his hat into the
ring, but his call for a stronger leadership of the party in crisis times like this has been
interpreted as such an implicit move. The sister parties seem to dither with respect
to the nomination. The nomination by itself will - no matter whether it will Laschet
or Söder- not be enough to turn the tide.
Time is running against the CDU/CSU – will they finally present their election
manifesto? It is about time for the Conservatives to present (i) their vision for a
modernization of the country (for DBR’s view on the key challenges facing
Germany: Germany in the next decade) and (ii) some indications regarding a
“competence team”, i.e. key personal the CDU/CSU wants to send into the next
government, could look like. The CDU/CSU are lagging the SPD and Greens in that
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Figure 1: Support for CDU/CSU
waning over growing dissatisfaction
with corona measures
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Note: Surveys since the start of the 2nd lockdown on December 16;
* voters who think that measures in force are excessive or should be
tougher; ** major political surveys taken into account: Allensbach,
Kantar, Forsa, FG Wahlen, Infratest, INSA.
Source : ARD Deutschlandtrend, Wahlrecht.de, Deutsche Bank

Figure 2: COVID-19 vaccine and tests
in selected countries
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Figure 3: Popularity of major political
parties since COVID-19 outbreak
% of votes in major surveys*, weekly average
Pandemic
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The CDU’s crisis bonus is vanishing into thin air. The CDU/CSU took full credit for
successfully steering the country through the first wave of the pandemic (to the
detriment of its coalition partner SPD). Now, they are disproportionately hit by the
electorate’s dissatisfaction - without the SPD profiting from it, though. Waning
confidence in the government’s crisis management is driven by (i) growing
frustration with the ever-changing thicket of rules that are seen as arbitrary and
inconsistent rather than effective (see Figure 1); (ii) disappointment with respect to
speed of vaccination and built-up of test capacities; and (iii) a tarnished national
self-perception as the country now muddles through ranking midrange with
respect to infection rates and vaccination progress (see Figure 2). Allegations
against some conservative MPs added to the erosion of trust in politics. The most
recent U-turn on an Easter lockdown might be the straw that broke the camel’s back
with respect to the public’s patience regarding current crisis management. Latest
surveys indicate that Merkel’s public mea culpa has been broadly acknowledged
still leaving her the most popular politician.

35
Laschet
elected as
CDU chair

30

25
20
15

10
5
0

CDU/CSU

SPD

Greens

FDP

Left

AfD

Note: * major political surveys taken into account: Allensbach,
Kantar, Forsa, FG Wahlen, Infratest, INSA.
Source : Wahlrecht.de, Deutsche Bank

Deutsche Bank AG

31 March 2021
Focus Germany

respect with both parties already having presented their campaign manifestos. The
Liberals will follow suit the week after Easter. Clarity on the CDU’s future policy
course is urgently needed as key conservative constituencies (such as the business
wing) are increasingly concerned about “more of the same” or an even stronger
centre-left policy path. Moreover, neither of the two candidates stands out with
programmatic impulses so far. CDU party leader Laschet is determined to set the
schedule for deciding on the election platform – targeted for early June – and
present some guidelines in advance. He calls for no additional burden in terms of
taxes and social contributions, a more market-oriented approach towards climate
policy and the reduction of red tape. Beyond the content-driven debate of what the
CDU/CSU stands for, the party is under pressure to deliver operational efficiency
with respect to vaccination and testing and to decide on further corona measures
with a sense of proportion and pragmatism. For the Conservatives time is running
against them. The road towards remaining the senior party in the next government
has become rockier lately. Against this background, what speaks in favour of either
of the two chancellor candidates?
Laschet the likely chancellor candidate – by virtue of his position as CDU chair.
Despite not sparking enthusiasm amongst the electorate, Laschet still is the most
likely choice. Ditching him too early might backfire for the CDU. It would weaken the
party as a whole, leaving the impression of a divided and disoriented party. The
recent spat between Merkel and Söder on the one hand and Laschet on the other
hand over some states (i.a. Laschet’s NRW) not obeying to federal pandemic
restrictions does not serve the CDU well. Overall, Laschet’s weak spots continue to
be (i) his inability to convince voters - only 22% (30% of CDU voters) see him as a
good candidate (see Figure 4); (ii) a sometimes too clumsy and hesitant
communication style - recent examples being the masks deals and the CDU’s poor
results in BW and RP regional elections. But as long as the Conservatives’ prospect
of winning in September remains intact – which might be questioned increasingly
-, he is in pole position for chancellor candidate. Senior party members remain
supportive of him, even those who previously backed his competitor, Friedrich
Merz, for CDU-chair.
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Söder the highly touted “unofficial” candidate. PM Söder portrays himself as
competent crisis manager beyond the borders of Bavaria by supporting Merkel’s
cautious policies and by frequently appearing in public – thanks to his position as
representative of the 16 states. Being a savvy political tactician, he is aware of the
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fact that his popularity with voters is not the decisive criterion for winning the CDU/
CSU’s top spot (see Figure 5). Only if the CDU massively questioned its own leader’s
qualities, it would draw the Bavarian card - a move which failed in 1978 and 2002.
Currently, Söder himself is under pressure with respect to corona crisis
management and some CSU members being accused of unethical behaviour. Also,
he turned the CDU leadership against him by giving uncoordinated public
statements on the election campaign (FAZ, March 20). Finally, if the odds for a
success in the federal elections weaken further, Söder might prefer his comfortable
position in Bavaria over diminishing prospects of winning the chancellorship. In the
end, he is free to decide without too much loss of face, whereas there is no turning
back for Laschet.
Is it time to re-think coalition options? Only six months to go until the federal
elections – but in terms of the predictive power of political analysis this still is an
eternity. Current polls serve as a reminder what a difference a couple of weeks can
make regarding parties’ popularity and coalition arithmetic. Recent elections have
confirmed that traditional voter blocs have broken down. In addition, voter
migration between parties is difficult to predict (see Figure 6 for voter migration in
the recent state election). The randomness of party coalitions – the only safe
assumption is that the AfD will not be included in the coalition poker – puts voters
into a difficult position. They cannot be sure in which coalition the party they voted
for ends up and what the related policy implications will be. Still, the free fall of the
CDU’s approval ratings has fueled a debate on changing coalition options. So what
are the potential options from today’s point of view?
n

n

1

CDU/CSU/Greens – still the baseline, but no foregone conclusion: While
this remains our baseline scenario and the preferred option of the German
electorate (see Figure 7), the odds are increasingly pointing to the CDU/CSU
potentially ending up as the junior coalition partner. The Greens not only
score well with respect to decided voters, but also with regard to potential,
still undecided voters (Allensbach1 ). Thus, the upside potential for the CDU/
CSU looks limited, barring any spectacular acceleration in the speed of
vaccinations and re-opening the economy over the next few months. The
current dissatisfaction plays into the hands of the Greens who are not being
be held accountable for the perceived crisis mismanagement at the federal
level. We doubt that the CDU/CSU is willing to take a junior position at the
federal level – despite accepting this role in Baden-Wuerttemberg.
Traffic light” at the end of the tunnel for the Social Democrats: Such a
coalition – likely in the composition Greens/SPD/FDP – poses the by far
biggest threat to the CDU/CSU’s governing ambitions as the CDU could not
realistically portray such a coalition as a “spectre scenario” for Germany (in
contrast to a green-red-red one). After the SPD won the state election in
Rhineland-Palatinate as senior partner in a traffic light coalition, SPD
chancellor candidate Olaf Scholz called such a coalition a “strong option”
for the federal level. The Liberals seem to be warming up to the idea, too –
FDP Secretary and (state) economics minister Volker Wissing in RhinelandPalatinate cautiously voiced some support. Still, the policy stance of the
Liberals differs considerably from the one of the SPD and the Greens with
respect to federal policy fields (taxes, social welfare, climate change
instruments, EU policy) as FDP-party leader Christian Lindner continuously
stresses. Thus, the likelihood of such a coalition is smaller than the success
of its regional versions might suggest. For the Greens, such a three-party

Figure 6: Greens attract former CDU
voters...
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Figure 7: Strongest support for a
conservative-green coalition
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Allensbach survey published in FAZ, March 23: This survey provides a deeper insight into voter
sentiments as it is based on interviews and not solely on standardised questionnaires.
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coalition might be highly attractive providing them with the chancellorship
instead of a junior role in a conservative-green coalition.
n

“Jamaica” – this time is different? Coalition talks for a so-called Jamaica
coalition (CDU/CSU, Greens, Liberals) failed in 2017 as the Liberals pulled
out of the talks. For the Greens, such a coalition will only be a an attractive
option, if they come second after the CDU/CSU with both parties together
falling short of a governing majority. The Liberals are sending strong signals
that they want to become part of the next government and at least signal
that the CDU/CSU would be its “natural” partner in terms of policy content.
Still, it remains open what political price the Liberals would be prepared to
pay for becoming part of the next government.

n

Green-red-red – rather far-fetched. To offer the full range of coalition
options and given polls in flux, a Green-led coalition with the SPD and the
Left has to be mentioned as well. However, in terms of foreign and European
policy in particular the positions of the Greens (and the SPD) and the Left are
far apart, e.g. the Left party co-leader Janine Wissler calls to dissolve NATO.
The Greens presumably have little appetite to be pushed too much to the left
of the political landscape as they target voters belonging to the political
centre, thereby become a “Volkspartei”. Moreover, such a coalition would
be at odds with German voters’ strong preference for political stability.

Although the race has become more open, it is in our view - with six months to go
- not (yet) “too close to call”. A CDU/CSU/Greens coalition remains our base case,
assuming that a) we have now reached peak pessimism with regard to Covid-19
and related policies and b) that during summer progress in the fight against the
pandemic will allow a more substantial re-opening triggering a strong economic
rebound.

We thank Ursula Walther for her valuable contribution.
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Recommended investment strategies, products and services carry the risk of losses to principal and other losses as a result
of changes in market and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial
products and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation.
'Moody's', 'Standard Poor's', and 'Fitch' mentioned in this report are not registered credit rating agencies in Japan unless
Japan or 'Nippon' is specifically designated in the name of the entity. Reports on Japanese listed companies not written by
analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. Some of the
foreign securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan.
Target prices set by Deutsche Bank's equity analysts are based on a 12-month forecast period..
Korea: Distributed by Deutsche Securities Korea Co.
South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number
in South Africa: 1998/003298/10).
Singapore: This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore
048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection with, this report.
Where this report is issued or promulgated by Deutsche Bank in Singapore to a person who is not an accredited investor, expert
investor or institutional investor (as defined in the applicable Singapore laws and regulations), they accept legal responsibility
to such person for its contents.
Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should independently
evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank research may not be
distributed to the Taiwan public media or quoted or used by the Taiwan public media without written consent. Information on
securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a
recommendation to trade in such securities/instruments. Deutsche Securities Asia Limited, Taipei Branch may not execute
transactions for clients in these securities/instruments.
Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial services activities that fall within the
scope of its existing QFCRA license. Its principal place of business in the QFC: Qatar Financial Centre, Tower, West Bay, Level
5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related financial products or
services are only available only to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority.
Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any
appraisal or evaluation activity requiring a license in the Russian Federation.
Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may undertake only the financial services activities that fall within
the scope of its existing CMA license. Its principal place of business in Saudi Arabia: King Fahad Road, Al Olaya District, P.O.
Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.
United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by
the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services activities
that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International Financial
Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been distributed by Deutsche Bank
AG. Related financial products or services are available only to Professional Clients, as defined by the Dubai Financial Services
Authority.
Australia and New Zealand: This research is intended only for 'wholesale clients' within the meaning of the Australian
Corporations Act and New Zealand Financial Advisors Act, respectively. Please refer to Australia-specific research disclosures
and related information at https://australia.db.com/australia/content/research-information.html Where research refers to any
particular financial product recipients of the research should consider any product disclosure statement, prospectus or other
applicable disclosure document before making any decision about whether to acquire the product. In preparing this report,
the primary analyst or an individual who assisted in the preparation of this report has likely been in contact with the company
that is the subject of this research for confirmation/clarification of data, facts, statements, permission to use company-sourced
material in the report, and/or site-visit attendance. Without prior approval from Research Management, analysts may not
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accept from current or potential Banking clients the costs of travel, accommodations, or other expenses incurred by analysts
attending site visits, conferences, social events, and the like. Similarly, without prior approval from Research Management and
Anti-Bribery and Corruption (“ABC”) team, analysts may not accept perks or other items of value for their personal use from
issuers they cover.
Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written consent.
Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance record
based on trading actual client portfolios, simulated results are achieved by means of the retroactive application of a backtested
model itself designed with the benefit of hindsight. Taking into account historical events the backtesting of performance also
differs from actual account performance because an actual investment strategy may be adjusted any time, for any reason,
including a response to material, economic or market factors. The backtested performance includes hypothetical results that
do not reflect the reinvestment of dividends and other earnings or the deduction of advisory fees, brokerage or other
commissions, and any other expenses that a client would have paid or actually paid. No representation is made that any trading
strategy or account will or is likely to achieve profits or losses similar to those shown. Alternative modeling techniques or
assumptions might produce significantly different results and prove to be more appropriate. Past hypothetical backtest results
are neither an indicator nor guarantee of future returns. Actual results will vary, perhaps materially, from the analysis.
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
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