Germany downgrades 2025 growth forecast to zero amid ongoing US trade tensions
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Germany, Europe’s largest economy, has revised its economic growth forecast for this year down to zero, primarily attributing the slowdown to the trade policies enacted by former US President Donald Trump. This marks a sharp decline from earlier projections, which had placed growth at 0.3%, having previously estimated 1.1% growth for 2025.
Robert Habeck, Germany’s outgoing Economy Minister, explicitly pointed to the "unpredictable" nature of the US tariff policies as the chief factor behind the downgrade. Speaking about the revision, Mr Habeck said, "There is above all one reason for this, namely Donald Trump's trade policy and the effects of the trade policy on Germany.” He further commented on the broader economic challenges faced by Germany, noting, “The German economy is once again facing major challenges due to the unpredictable trade policy of the United States.” Emphasising the importance of resolving these issues, he added, “It is therefore in our strong interest that the EU and the US find a solution to the tariff dispute.”
The tariff dispute stems from the US government's imposition of a 20% reciprocal tariff on goods from the European Union earlier in the year. Though a 90-day pause on this tariff was later announced, the baseline 10% tariff remains in place as negotiations continue between Washington and the EU.
The International Monetary Fund (IMF) recently published a report corroborating Germany’s revised outlook, predicting no economic growth for Germany in 2025 and a 0.9% increase in 2026. This marks a decrease of 0.3 percentage points for 2025 and 0.2 percentage points for 2026 compared to earlier forecasts.
Germany’s reliance on exports makes it particularly susceptible to international trade tensions, with these tariffs having a direct impact on its economic performance. The situation underscores the ongoing uncertainties in global trade relations and their effects on major economies.
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