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German equities have rallied strongly in 2025, with the DAX up 37% year to date (YTD) through August 14th (in U.S. dollar terms) and 
outperforming most global peers.1 Yet we believe this is only the early innings of a broader re-rating cycle, underpinned by a decisive 
fiscal shift, improving corporate fundamentals, and underappreciated positioning tailwinds. 

 

Key Takeaways 

— Growth: After two years of GDP contraction, Germany’s economy is finally emerging from a multi-year slowdown. With GDP 
climbing on a year-over-year basis in the first two quarters of 2025, the fiscal impulse from infrastructure and defense 
spending is expected to lift growth closer to 2% in 2026.2    

— Governance & Reforms: The new CDU/SPD (Christian Democratic Union/Social Democratic Party) coalition has enacted 
constitutional reforms to relax debt constraints, enabling increased public investment.3 A €46bn tax relief package has been 
introduced to stimulate private sector growth.4 

— Valuations: German equities as measured by the DAX trade at a forward P/E of 15.09x, 29% below the over 21x level of the 
S&P 500 Index.5 Germany’s book value multiple is less than one half of the S&P multiple, and its dividend yield is more than 
double.6  We see the recent fiscal announcement as driving growth higher, which has historically led to multiple expansion. 

— Catalysts: The €500bn infrastructure fund (2025–2036) authorized earlier this year is front-loaded, with €37bn allocated for 
H2 2025, targeting rail, education, and digitalization. Defense spending is set to reach €75bn in 2025 (2.4% of GDP), 
surpassing NATO targets.7 A €4bn subsidy plan for heavy industry is under consideration to support energy-intensive 
sectors.8    

— Positioning: Despite the rally, investor positioning in German equities remains light. We see the possibility for global asset 
managers to continue increasing their allocations to international equities after being overweight U.S. assets, albeit for good 
reason, for over a decade, with this shift potentially in the early innings. 

— Geopolitics: Germany maintains a balanced geopolitical stance, enhancing its appeal to global investors seeking stability amid 
global uncertainties. 

Conclusion  

We believe Germany’s equity market is at the cusp of a structural re-rating. The combination of substantial fiscal stimulus, improving 
economic indicators, and favorable valuations could present a compelling investment opportunity. 
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Glossary  

DAX Index: The DAX Index consists of 40 blue-chip German companies listed on the Frankfurt Stock Exchange. 
 

 

Information provided by Global X Management Company LLC. 

Investing involves risk, including the possible loss of principal. Diversification does not ensure a profit nor guarantee against a loss.  

The risks of foreign investments are typically greater in less developed countries, which are sometimes referred to as emerging 
markets. For example, legal, political, and economic structures in these countries may be changing rapidly, which can cause instability 
and greater risk of loss. These countries are also more likely to experience higher levels of inflation, deflation, or currency devaluation, 
which could hurt their economies and securities markets. For these and other reasons, investments in emerging markets are often 
considered speculative. Similarly, investors are also subject to foreign securities risks including, but not limited to, the fact that foreign 
investments may be subject to different and in some circumstances less stringent regulatory and disclosure standards than U.S. 
investments. 

This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of 
future events, or a guarantee of future results. This information is not intended to be individual or personalized investment or tax advice 
and should not be used for trading purposes. Please consult a financial advisor or tax professional for more information regarding your 
investment and/or tax situation. 
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