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Weather Headwinds Recovery Ahead
Germany Q4 2025
Market Outlook

Germany’s economy slipped back into mild contraction in Q2 2025, with GDP down 0.3% g-o-q after a Q1 rebound,
as subdued investment and a drag from foreign trade outweighed modest support from final consumption and
inventory accumulation. Aggregate final consumption rose 0.3% g-o0-q, led by public consumption +0.8% g-o-q.
Private consumption inched up 0.1% g-o0-q, supported by real wage gains and a robust labour market. Investment
fell 1.4% g-o0-q, weighed down by weaker construction and decline in transport equipment, trimming 0.3 pp from
growth, offset by +0.5pp contribution from inventory accumulation. Net exports cut 0.7 pp from GDP as exports
edged down 0.1% g-0-q and goods exports fell 3.6% y-o0-y, while imports climbed 1.6% g-0-q amid resilient
domestic demand. Inflation averaged 2.1% in Q2 and is projected around 2.2% in 2025, easing to 1.5%—1.8% in
2026. GDP is forecast to stagnate around 0.0%-0.2% in 2025 and then accelerate to 0.7%—1.1% in 2026 as
public investment scales up on back of fiscal stimulus and global trade improves.

Germany’s logistics market extended its advance in Q2 2025, with leasing reaching 1.5 million sgm in the quarter
and 2.7 million sgm in H1 (+10.7% y-o0-y), reaffirming a solid market foundation despite geopolitical uncertainty.
National vacancy eased 0.4 pp g-0-q to 4.1%, while prime hubs such as Munich, Frankfurt and Hamburg operated
near 1%—2% and Berlin below 3%. Prime rents rose 2.8% y-o-y to €8.96/sqm/month, with Munich leading at
€10.5/sgm/month. Logistics investment totaled €1.4 billion in Q2 and €2.6 billion in H1, accounting for 18% of
national CRE, bolstered by brisk mid-market deals and robust international inflows. The market stands poised for
sustained expansion, anchored by a disciplined speculative pipeline, reviving occupier appetite, contained
vacancy, and gently rising rents. Structural tailwinds from e-commerce and nearshoring, coupled with a
strengthening macro backdrop, stand to fuel further logistics growth in the years ahead...
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