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Germany’s surprising economic resilience stems partly from its
fiscal plan. A year after its implementation, the recovery is
mostly driven by the manufacturing sector, where order books
are posting double-digit growth, supported by domestic
demand.

The draft budget for 2027 and the 2028-2030 medium-term
fiscal plan confirm the government's commitment to boosting
economic activity through public investment and the defence
budget. However, looming health and pension reforms risk
stalling this momentum as early as 2028.

Against this backdrop, we forecast Germany's public deficit to
widen, rising from 3% in 2025 to 4.1% in 2026, and peaking at
4.5%in 2027. It isthen projected to retreat to 4.2% in 2028, driven
by reform-led fiscal tightening in social security.

In 2026, the surge in defence spending, alongside allocations to
both the KTF fund and to the Lander and local governments via
the €500 bn investment fund (known as the SVIK fund), will
provide a short-term stimulus without lifting potential growth.
While the economic benefits of public investment — already
visible in industrial orders — are expected to materialize from
2027, social security reforms will heavily weigh on activity in
2028, neutralising the fiscal plan’s gains.

Consequently, fiscal impulse is expected to add 0.8 pp of GDP
tothe German growth in 2026 and 0.6 pp in 2027, before turning
negative at -0.2 pp in 2028.
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An economic recovery partly driven by the German
stimulus plan

In April 2025, upon taking office, the CDU/CSU-SPD coalition led by Chancellor
Friedrich Merz set the revitalisation of the German economy as its absolute priority.
This fiscal stimulus plan is built on two pillars: 1) a €500 bn special fund dedicated to
investing in public infrastructure, and 2) a substantial increase in military spending.
This recovery plan was notably facilitated by a constitutional amendment that
permitted both the creation of this fund and the exclusion of any defence expenditure
exceeding 1% of GDP from the debt brake mechanism. A year and a half on, the
German economy is already showing signs of recovery.

After returning to a modest growth of 0.3% in 2025—bringing an end to two years of
stagnation—economic activity accelerated during the first half of 2026. It recorded a
1% y/y increase in the second quarter after 0.7% in the first quarter, aligning with the
broader Euro area dynamic. This recovery is primarily driven by goods exports (Chart
1). It is also explained by a rebound in public investments in the fourth quarter of 2025
and an acceleration in public consumption over recent quarters (Chart 1and Chart 2).

Chart 1: GDP growth and its demand components Chart 2: GFCF by institutional sector (% y/y)
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Unsurprisingly, fromm the production side, the manufacturing sector posted the
second-best performance in the first half of the year at 1.0% y/y, just behind non-
market services at 1.1% vy/y. Indeed, its gross value added (GVA) returned to year-on-
year growth in the second quarter for the first time since 2022, rising by 0.9% in Q2
following a 0.5% contraction in Q1.

For the coming quarters, various leading indicators point towards a continued
improvement in the manufacturing sector'. Similarly, despite their inherent volatility,
new orders are showing a clear upward trend (Chart 3), guided by domestic orders
(Chart 4), consequence of the fiscal plan.

T The manufacturing PMI climbed to 54.3 in August 2026, up from 49.8 a year earlier, while the Ifo business climate index
for the manufacturing sector rose by 8.1 points over the same period to stand at -4.2.
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Chart 3: Industrial production growth and new  Chart 4: New manufacturing orders (% y/y)
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Thus, the recovery of the manufacturing sector observed in the first half of the year is
expected to be sustained over the coming quarters, driven by domestic demand that
will compensate the negative impact of external shocks: the energy price shock linked
to the Middle East conflict, US tariffs, and the rise of Chinese competitiveness.

In a previous report?, we indicated that Germany's deficit was set to rise sharply in
2025 and 2026, reaching 3.2% and 4.1% of GDP respectively, after standing at 2.7% in
2024. This important rising deficit was expected to lead to a positive fiscal impulse of
1 percentage point (pp) in 2026, followed by a sharp slowdown to +0.1 pp in 2027, and
a negative impact of -0.8 pp in 2028.

With data now available the 2027 draft budget, and the update of the medium-term
fiscal plan which integrates more deficits going forward and the implementation of
healthcare and pension system reforms, a revision of these projections is necessary.

2 5ee Aillet, B. (2025) « Euro Area Fiscal Policy: Composing with Diverging Ambitions », EMEA Macro Insight November 2025
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Deficits 2025-2028: Debt, and even more debt
2025 : An initial deficit of 2.7%, gradually revised to 3.0%

Initially estimated at €107.4 bn, Germany’s 2025 public deficit has been subject to
successive upward revisions: €119.1 bn in March, €123.5 bn in June, and finally reaching
€136.5 bn with the publication of the detailed results for the second quarter of 2026.
Over the same period, between January and September of this year, 2025 nominal
GDP was revised upwards from €4,470.5 bn to €4,537.2 bn. Amid a larger upward
revision in public deficit, these adjustments have led to a widening of the German
deficit, which now stands at 3% of GDP compared to an initial estimate of 2.7%. Year-
on-year (compared to 2024), this represents a deterioration of €15.4 bn, or 0.2
percentage points (pp) of GDP3.

This widening is primarily explained by the decline in the balances of the federal
government (-0.5 pp) and local government (-0.2 pp). Conversely, the Lander4and the
social security funds saw their positions to improve by 0.2 pp of GDP.

The increase in the federal deficit and the successive revisions stem directly from the
implementation of the new support package launched in Q4 2025. These adjustments
mostly affected expenditures (+€25.1 bn, Chart 5), while revenues fluctuated much
less (€4 bn). Consequently, the widening of the deficit in 2025 compared to 2024 was
driven by spending growing faster than revenues (+€125 bn compared to +€110 bn,

Chart 6).
Chart 5: General government expenditure Chart 6: General government revenue and
increases in 2025 compared to 2024 (€bn) expenditure (% GDP)
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2026-2028: Deficits persistently above 4% of GDP

At the time of writing this report, the Federal Statistical Office (Destatis) estimates the
public deficit for the first half of 2026 at €71.3 bn. This figure marks a sharp increase of
€36.6 bn compared to the same period in 20255 representing a deterioration of 1.6%
of GDP and bringing the semi-annual deficit to 3.1% (Chart 7). This decline stems

3 The 2024 public deficit was also revised, standing at €121.1bn compared to the initial estimate of €115.3bn, and rising from
2.7% of GDP to 2.8%.

4 Or state government under national accounts definition.

5 See Federal Statistical Office (2026)« German government deficit increases to 71.3 billion euros in the TIst half of 2026 »,
August 2026
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almost exclusively from the federal government budget, whose deficit rose from 0.8%
of GDP in H1 2025 to 2.1% in H1 2026.

For the second half of the year, nothing is set in stone. Historically, however, the deficit
in the second half of the year is larger than in the first. By way of comparison, the
deficit in the second semester was higher than in the first by 2.9 pp of GDP in 2025,
0.9 pp in 2024, and 1.4 pp in 2023 (Chart 8).

Chart 7: General government deficit in H1 (% Chart 8: General government deficit in H2 (%
GDP) GDP)
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Nevertheless, and as the German plan continues to be rolled out at the federal level,
several questions arise regarding the capacity of the government to reach the
ambitious targets it has set. However, this fundamental issue cannot be addressed
independently of the fiscal trajectory of other public administrations, including social
security funds.

Federal government: Deficits set to rise, yet set to remain below the targets

Based on the trend in federal government revenues and expenditures up to the end
of July 2026, Germany is likely to close the financial year once again with higher-than-
expected revenues and lower-than-anticipated spending. As things currently stand,
revenues are expected to exceed the initial target by 1%, while expenditures are
underperforming by 3% (Charts 9 and 10).

This shortfall stems from the government's chronic failure to meet its military
equipment procurement targets —a trend we already flagged® (with just 85% of
execution over the last three years). Delivering on these targets re is critical, defence
acquisitions drive the bulk of upcoming expenditure increases (+89% y/y in 2026 and
+45% in 2027). Yet, over the January-July period, only 24.8% of the target has been
met, down from 44.4% at the same point last year. Another major undershoots this
year is therefore very likely.

6 See Camatte, H., Aillet, B. & Dahmane, M. (2026), « European Defence Shift: One Year On, Translating Strategy into
Action », EMEA Macro-Insight, July 2026
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Chart 9: Federal government realised revenue (% Chart 10: Federal government realised
Deviation from budget target)?’ expenditures (% Deviation from budget target)
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Given the above factors, we expect now that the federal government's central budget
deficit will reach €78 bn in 2026, which is €20 bn lower than the government's target.
Nonetheless, the deficit is set to increase compared to 2025 (Chart 11).

For the following years, the federal government anticipates a substantial rise in its
deficit. According to details in the Medium-Term Fiscal Plan (MTFP) published by the
Ministry of Finance, the deficit is projected to increase from €98.1 bn in 2026 to €152
bn by the end of the legislative period in 2029 (Chart 12). This widening is expected to
stem from expenditures growing faster than revenues (+5.9% compared to +2.4%)
from 2027 onwards. This divergence is set to widen further in 2028 (+5.9% for spending
versus +0.6% for revenues) before stabilising in 2029 (+1.6% versus +1.5%).

The moderate tax growth in 2027 is due to the reform of personal income tax and
corporate trade tax, which the federal government intends to implement in 2027 and
with full implementation from 20288. This reform is expected to reduce government
revenues by €1.9 bn in 2027 and by €2.5 bn in 2028°. For 2028 and 2029, tax revenues
are expected to rebound by 3.0% and 2.5%, respectively. However, the overall targets
for expenditure and net borrowing suggest that total revenues would only rise by 0.5%
in 2028 and 1.5% in 2029. Implicitly, this points to a decline in other revenue streams of
approximately €9 bn in 2028 and €3 bn in 2029.

On the expenditure side, most major spending items are set to rise in 2027. The most
significant increase, both in absolute terms and in growth rate, relates to military
equipment, which is set to rise by €17.6 bn (+46%) compared to 2026. Debt servicing
costs will also generate an additional burden for public finances of €11.6 bn (+38%).
Other consumption expenditure (staff and operational costs, excluding defence) will
increase by €6.2 bn (+8%), whilst investment: is projected to decline by €2.1 bn (-4%).
Finally, while grants and social benefits grew at an annual rate of 5.1% over the past

7 Actual revenue and expenditure are compared each month against the annual target, divided into 12 equal portions and
accumulated throughout the year.

8 Draft Income Tax Reform Act 2027 (German only)

9 Beyond the loss of revenue associated with this reform, the latter is also expected to deliver a €17.2bn reduction in the
administrative burden for the Lander tax administrations, notably driven by the costs saved from reducing bureaucracy.
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three years, they are set to flatline in 2027, edge down by €0.3 bn (-0.1%), despite a €2.5
bn increase in foreign aid (including support to Ukraine).

From 2028, the wind-down of the Bundeswehr special fund will necessitate the
reintegration of a major share of military spending into the core budget (this fund
accounted for €30 bn budgeted in 2027). This technical transition explains the 5.9%
surge in expenditure in 2028—with the defence budget within the core budget rising
from €109.7 bn to €153.9 bn—before slowing to +1.6% in 2029. Given the constitutional
limits of the debt brake and weak revenue growth, these spending increases will be
almost exclusively targeted at the military sector'©.

Overall, we expect once again that the government's official deficit targets will not be
achieved. By factoring in the systematic underestimation of revenues, the
overestimation of current expenditures, and the structural delays in the execution of
military procurement, we project federal deficits of €92 bn, €124 bn, and €129 bn for
2027, 2028, and 2029, respectively"

Chart 11: Federal Government core budget fiscal Chart 12: Federal government new net
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Turning now to the special funds, similar observations can be made regarding the
difficulties in meeting spending targets. This is true for both the Infrastructure and
Climate Neutrality Fund (SVIK) and the Bundeswehr special fund, with the latter only
executing 83% of its budget in 2025 (Chart 13).

Over the following years, net new borrowing is expected to rise significantly, reaching
€85.6 bn in 2026 and €84.9 bn in 2027 (Chart 14). It will then decline to €56.7 bn in
2028 and €57.9 bn in 2029, driven by the wind-down of the Bundeswehr special fund,
whose expenditures will be reintegrated into the core budget from 2028 onwards.

Chart 13: Commitment vs cash outflow of the = Chart 14: New borrowing from SVIK and
special funds (€bn) Bundeswehr funds (€bn)

10 Indeed, we do not foresee any further reform of the debt brake over the coming years. The expert commission'’s
proposals, due by year-end, are unlikely to gain traction. Amending the Constitution requires a two-thirds majority, which
would force a reliance on either the radical left-wing party Die Linke or the far-right AfD. Furthermore, the CDU rejected
easing the debt brake at its February 2026 party congress, and Chancellor Friedrich Merz also indicated that he considers
a new constitutional amendment to the debt brake highly unlikely to be adopted during this legislative term.

M See Ministry of Finance (2026), « The 2027 federal budget: towards a strong and crisis-proof Germany », July 2026
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We expect this underspend to persist over the coming years. Indeed, the 2026
financial year appears to be heading towards a similar outcome, with only 43% of the
Bundeswehr fund's budget and 32% of the SVIK's budget executed during the
January-June period. More specifically, SVIK is struggling to allocate its resources to
major strategic sectors, such as transport infrastructure or digitisation. To date, only
the allocation destined for the Climate and Transformation Fund (KTF) has met its
target (Chart 15), while the envelope allocated to the Lander has remained almost
entirely unused.

Chart 15: Commitment and cash outflow of the SVIK fund (€bn, by sector)
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Overall, we estimate that the government will, at best, manage to execute only 80%
of its budget for the special funds in 2026 and the following years. We expect that the
new net borrowing of the special funds will reach €60 bn in 2026 and €68 bn in 2027,
before declining to €45 bn in 2028 and 2029.
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At the regional (Lander) and local levels, fiscal balances are projected to worsen
further over the coming years.

For the Lander, the recent constitutional reform—which now authorises them to run
a structural deficit of 0.35% of GDP, compared to a strict balanced-budget rule
previously—aligns with this dynamic. Furthermore, their tax revenues are expected to
slow down as early as 2026, weighed down by weakening inheritance taxes'.
Additionally, the personal income tax reform will burden their finances to the tune of
€19 bn in 2027 and €2.5 bn in 2028. Nonetheless, the Lander will remain the primary
beneficiaries of this reform, with cost savings estimated at nearly €17.2 bn. Finally, the
disbursement of the SVIK fund allocation, a portion of which will be transferred to
municipalities, will support local government revenues over the subsequent financial
years®.

At the same time, the decline in the financial situation of local authorities will require
anincrease in intergovernmental transfers in their favour, as highlighted by the recent
KfW Municipal Panel (KIW-Kommunalpanel). Indeed, local government finances are
projected to continue deteriorating over the short and medium term.

Consequently, we estimate that the fiscal balances of the Lander and local authorities
will show no notable improvement in the years ahead, contributing to a further
widening of the overall German general government deficit.

Finally, the conclusions we drew for the other sub-sectors of general government also
apply to turning to the social security funds. Indeed, the cumulative results for all
funds show that the first-quarter deficit was higher than those recorded in previous
years (Chart 16). In fact, all social insurance schemes, with the exception of health
insurance, registered a wider deficit in Q12026 than in Q12025 (Chart 17). Furthermore,
in the second quarter of 2026, this deficit widened by an additional bn euros for both
unemployment insurance and the pension scheme, as expenditure grew far more
rapidly than revenue. This deterioration was notably confirmed by national accounts
data, which reported a €5.6 bn increase in the deficit.

For the remainder of the year, we expect the social security deficit to continue to
widen, with expenditure anticipated to rise faster than revenue.

12 A one-off effect in April 2025 boosted 2025 revenues by more than €3bn. This will no longer apply to the 2026 revenues.
¥We believe that, ultimately, the share allocated to the Lander and local governments will be used over the remainder of
the year.


https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-KfW-Kommunalpanel/KfW-Kommunalpanel-2026.pdf

" NATIXIS

CORPORATE AND
INVESTMENT BANKING

EMEA MACRO INSIGHTS

Chart 16: Cumulative budget balance of social Chart 17: Budget balance of social security funds
security funds (€bn) in Q1 (€bn)
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Over the coming years, both healthcare and pension reforms will reverse recent fiscal
trends. The Bundestag has approved the statutory health insurance (GKV)™ reform
presented by the federal government, which aims to offset the statutory health
insurance system's deficit as much as possible from 2027 onwards by stabilising GKV
contribution rates and closing the immediate funding gap for 2027. Germany's
adverse demographics have caused expenditure to outpace revenue, forcing
contribution rates up by 1.4 percentage points over 2025-2026 compared to 2024
(Charts 18 and 19).

Unsurprisingly, this reform focuses on spending cuts, yielding estimated savings of
€14.8 bn in 2027, €19.9 bn in 2028, and €25 bn in 2029. Alongside revenue-raising
measures, this is set to improve the health insurance scheme balance by a total of
€18.8 bn, €253 bn, and €32 bn in 2027, 2028, and 2029 respectively. Overall, spending
cuts will drive roughly 80% of the fiscal adjustment, with the remaining 20% coming
from higher revenues.

Yet, despite this reform, the government still projects a funding shortfall of €0.3 bnin
2028 and €34 bn in 2029, with the deficit set to widen further thereafter.
Consequently, while this reform appears to prevent an increase in contribution rates
in the short term, it will eventually force a choice between a new spending-cut reform
aimed and another rise in contribution rates.

14 Financial reform of the public health insurance system (GKV) (German only)
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Chart 18: Contribution rates of social security Chart 19: Overall social security contribution rate
schemes (% gross wage) (% gross wage)
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While the statutory health insurance reform was passed in a highly charged political
atmosphere with the aim of containing contribution rates, the upcoming pension
system reform—soon to be debated in the Bundestag—is likely to push them up. Just
before the summer break, on 23 June 2026, the Commission on Old-Age Security
submitted its report of 33 recommendations'’® to the federal government, which the
latter intends to implement in full. This unprecedented, large-scale reform aims to
address the financial challenges posed by Germany's demographic transition'.

This reform marks a sharp break with the policy pursued since 2001, which aimed to
stabilise, or even reduce, contribution rates. To illustrate, the pension contribution rate
fell from 19.9% in 2007 to 18.6% in 2018, a level at which it has remained unchanged
ever since. Instead, the pension level has served as the adjustment variable in recent
years, with the net replacement rate slipping from 52.9% in 2000 to 48% at present,
driven in particular by the introduction of the sustainability factor. In parallel, federal
government subsidies—designed to guarantee the viability of the statutory pension
scheme (GRV) and to fund non-contributory benefits—have remained stable relative
to overall expenditure, representing around 2.6% of GDP between 2022 and 2025.

Against this backdrop, the reform will have a major macroeconomic impact on
Germany over the short, medium and long term. In the short term, benefits will
continue to rise significantly until 2031, in line with forecasts, as the replacement rate
remains locked at 48% and the gradual increase in the statutory retirement age
proceeds as planned. To absorb this significant rise in spending, new revenues will
need to be mobilised: these will stem, on the one hand, from an increase in federal
financial transfers to the statutory pension scheme and, on the other, from a rise of
more than one percentage point in pay-as-you-go contribution rates in 2028.

Furthermore, the savings effort of German households is expected to increase
massively from 2028 onwards, under the dual impact of the introduction of the
mandatory funded component and the generalisation of occupational pensions

5 Recommendations of the pensions commission (German only). See also in the Appendix to have an overview of the key
measures.

6 The old-age dependency ratio for those aged 67 and over is projected to rise from 32.7% in 2024 to 38.6% by 2030 and to
44.6% by 2040, based on moderate projection assumptions (see ‘16th Coordinated Population Projection’)

n
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(bAV). However, this forced increase in overall savings risks exerting a crowding-out
effect on private consumption from 2028.

Taken together, these two reforms will curb the deterioration of the various social
security schemes. Nonetheless, we anticipate a slight degradation in the social
security accounts in 2027 compared to 2026, before a consolidation from 2028
onwards under the threefold effect of: 1) the improvement of the labour market, 2) the
healthcare system reform taking full effect, and 3) the rise in contributions allocated
to the pay-as-you-go pension system.

Conclusion: a widening of the general government deficit in 2026 and 2027 but a
consolidation in 2028

Overall, the general government deficit is projected to stand at 4.1% of GDP in 2026,
before rising to 4.5% in 2027, and subsequently declining to 4.2% in 2028 (Table 1). This
decline would be driven by the improvement in the social security accounts and a
more favourable economic outlook, which would support the cyclical component of
the overall balance. Conversely, rising defence expenditure will continue to increase
the federal government deficit. Consequently, our new deficit target remains
unchanged for 2026 but increases by 0.4 pt of GDP for 2027 and by 0.3 pt for 2028
compared to our previous forecasts.

Table 1: General government deficit (% GDP)

General Central State & Local Social Security
government government governments Funds
2024 -2.8% 1.4% -11% -0.3%
2025 -3.0% -1.9% 1% 0.0%
2026 -41% 2.5% -1.2% -0.3%
2027 -45% -3.0% 13% -0.4%
2028 -4.2% -31% -12% 0.1%

Sources: Natixis CIB Research

What fiscal impulse can we expect?

Table 2: Fiscal stance and fiscal impulse (% GDP)

Budget Structural primary Fiscal Fiscal

balance balance stance impulse
2025 -3.0 -1.3% 0.1% O.1pp
2026 -4.1% 2.4% 1.0% 0.8pp
2027 -4.5% -2.8% 0.4% 0.6pp
2028 -4.2% 2.4% -0.4% -02pp

Sources: Natixis CIB Research

Accordingly, using a methodology identical to that of our previous report'”, and
assuming the German economy closes its negative output gap by 2028, the cyclical
component of the deficit should be reduced to near zero by this horizon. In parallel,
debt servicing costs will weigh increasingly heavily on public finances. Nonetheless,
the structural primary deficit will remain the principal driver of the public deficit in

17_ See Aillet, B. (2025) « Euro Area Fiscal Policy: Composing with Diverging Ambitions », EMEA Macro Insight November
2025
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2026 and 2027. From 2028 onwards, the healthcare and pension reforms should help
reduce this structural deficit (see Table 2 and Chart 20).

The fiscal stance is expected to support economic activity in 2026 and 2027,
translating into an expansionary impulse of 0.8 pp and 0.6 pp, respectively, before
giving way to a likely restrictive impulse of -0.2 pp in 2028 (see Chart 21). Our fiscal
impulse forecasts diverge from those of the Bundesbank, our estimate being 0.2 pp
higher in 2027, but 0.4 pp lower than theirs for 2028.'8.

Chart 20: General government budget balance (% Chart 21: Fiscal Impulse (pp GDP)
GDP)
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Sources : Natixis CIB Research, LSEG Workspace

However, as the Bundesbank is required to work on the basis of unchanged
legislation, we believe that both the deficit and fiscal impulse targets will be
significantly adjusted during the next economic forecasting cycle in December which
should converge towards a profile close to our own.

18These discrepancies are explained by markedly different public deficit trajectories, with the German central bank
anticipating deficits of 4.4% of GDP in 2026, 4.8% in 2027, and 4.9% in 2028. Under those assumptions, the fiscal impulse
would amount to 0.8 pp, 0.4 pp, and 0.2 pp for 2026, 2027, and 2028, respectively. See Bundesbank Monthly report, June
2026
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Appbendix: Key takeaways from the German pension
reform

Above all, the Commission's proposals seek to guarantee that retirees can maintain
their standard of living, particularly those with low and middle incomes, and to build
a comprehensive safety net based on the three pillars of old-age protection®™. The
main measures of this reform notably include:

¢ Indexation of the standard retirement age to life expectancy: under current
legislation, the standard retirement age is set to rise to 67 by 2031. The new
indexation mechanism would enter into force in 2032. The adjustment
mechanism would be designed so that every year of gained life expectancy is
distributed according to a 21 ratio, translating into eight additional months of
work and four additional months of pension receipt. The objective is to
maintain a relatively stable ratio between the current remaining life
expectancy at retirement (approximately 20 years) and the average duration
of working life (approximately 40 years). Under current projections, this
reference age would increase by six months every ten years.

¢ Modification of retirement age conditions for long-term insured persons
and phased retirement (part-time):under current legislation, insured
individuals with 45 years of contributions can retire without any deduction
from the age of 65 by 2030 (and from 63 with a deduction). The reform
proposes to abolish early retirement without deductions, aligning it instead
with the standard statutory retirement age. In parallel, the early retirement
age with deductions would be raised to 64, thereafter following the same
upward trajectory as the statutory retirement age to maintain a constant
three-year gap between the two thresholds. Furthermore, the minimum age
to access phased retirement, currently set at 55, would be raised to 58 and
subsequently indexed to the statutory retirement age. Finally, the "block
model" (Blockmodell) for phased retirement would be abolished2°.

e Reintroduction of the sustainability factor in the pension adjustment
formula and raising the alpha parameter to 0.33: currently suspended until
2031, this adjustment mechanism would be reinstated. As a reminder, the
annual pension adjustment formula is based on three criteria: 1) gross wage
growth per employee, 2) the contribution rate to the statutory pension
insurance scheme (increased by the theoretical share of gross wages
dedicated to subsidised private pension savings), and 3) the ratio of pensioners
to contributors. This last element is integrated via a "sustainability factor" that
dampens pension increases if the number of beneficiaries grows faster than
the active workforce. Previously, the distribution of this demographic burden
was defined by an alpha parameter set at 0.25. This meant that one-quarter of
the impact of ageing was absorbed by a moderation in pension adjustments,
while the remaining three-quarters were funded by higher contributions and
federal subsidies. In 2018, legislation introduced a "safeguard" (subsequently

20 Employees can opt for phased retirement (Altersteilzeit) from the age of 55, provided they have been in employment
subject to social security contributions for at least 1,080 calendar days during the five years preceding the start of the
scheme. Employees and employers agree on this voluntarily in the employment contract; this scheme is also frequently
enabled by company agreements or collective bargaining agreements. There is no statutory right to it. Under the even-
distribution model (Gleichverteilungsmodell), working hours are halved for the entire duration of the scheme until
retirement. Under the block model (Blockmodell), on the other hand, employees work full-time during the first half of the
period (active phase) and then do not work at all during the second half (release phase). The resulting loss of earnings is
partially topped up by the employer. In its recommendation report, the commission states that: the block model does not
constitute genuine part-time employment, but rather a form of early retirement enabled by labour law, which also has a
negative impact on individual pension entitlements.
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extended to 2031) ensuring that the pension level does not fall below 48%.
Since then, the sustainability factor and the contribution rate have had no
restrictive effect on pension adjustments; the reform proposes to lift this
suspension and increase the effort required from pensioners by raising the
alpha parameter to 0.33.

e Integration of all active earners into the statutory pension insurance
scheme (GRV): this measure aims to unify the system by affiliating not only
employees but also self-employed workers, Minijobs, civil servants,
parliamentarians, and members of executive boards of joint-stock companies
(Aktiengesellschaften). For self-employed workers and Minijob holders, this
integration would be mandatory with no opt-out clause. Regarding Minijobs,
which were previously exempt from employee social security contributions,
this exemption would be phased out gradually.

¢ Introduction of a funded pension component within the statutory scheme,
inspired by the Swedish model: until now, the statutory pension insurance
scheme (GRV) has relied exclusively on a pay-as-you-go system, with
contributions shared equally between employers and employees (in 2025, the
total rate was 18.6% of gross salary, representing 9.3% for each party). The
reform proposes to add a mandatory funded component, financed by an
additional equally financed contribution that would gradually reach 2% of
gross salary by 2031. This additional levy would be phased in via annual
increments of 0.5 percentage points starting from 2028. The management of
these assets would be entrusted to a public fund of international standing.
According to the Bundesbank, it is projected to receive annual savings
equivalent to 0.7% of GDP (amounting to €30bn in 2026) for a total asset under
management expected to reach between 25% and 60% of GDP. Furthermore,
this new scheme would be linked with the early starter pension (Fruhstart-
Rente). This measure, due to launch in 2026, is a state-subsidised funded
pension savings scheme that allows parents to build capital for children aged
6 to 18. The state would support this effort with a monthly premium of 10 euros
per child, representing total public aid of 1,440 euros over a twelve-year period,
which would be integrated directly into the statutory funded pension when
the child reaches adulthood.

e Gradual generalisation of company pension scheme (bAV): beyond the pay-
as-you-go pensions of the statutory scheme (GRV), retirement coverage relies
on company pension schemes (bAV) and state-subsidised private pension
plans (such as Riester pensions). At the end of 2023, approximately 18.1 million
employees subject to social security contributions in Germany held active bAV
entitlements, representing a coverage rate of 52%. However, this rate conceals
sharp disparities: bAV penetration is only 25% in small enterprises (fewer than
ten employees), whereas it peaks at 86% in large enterprises. The proposed
measure aims to close these gaps by substantially increasing the penetration
rate to move towards quasi-universal coverage.
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public within Argentina. Any Argentine resident who acquires any products or
services will do so under his/her own responsibility under the terms of a private
offering to him/her. from outside of Argentina.

Panama: This document and its content are for information purposes and shall
not be interpreted as banking or financial intermediation. business solicitation
and/or public offering of any kind. Natixis is duly authorized by the relevant
authorities to carry out banking activities in the United States. Any and all services
provided by Natixis are provided on a cross border basis outside of Panama.
Natixis is not authorized by the Superintendence of Banks nor the
Superintendence of the Securiies Market to carry out any activities in
Panama.The information contained herein is not intended to be a source of advice
or credit analysis with respect to the material presented. and the information
and/or documents contained in this material do not constitute investment advice
or an invitation to offer.

Peru: The products or information discussed here have not been registered under
the Peruvian Securities Market Law (Supreme Decree N° 093-2002-EF) or before
the Superintendencia del Mercado de Valores (SMV). There will be no public
offering of the shares in Peru. The SMV has not reviewed the information provided
to the investor. This material is only for the exclusive use of institutional investors
in Peru and is not for public distribution.

Colombia: By receiving this document you confirm that you have requested us to
provide you this document and information on the matters described in it. You also
confirm that your interest in requesting such documents and information arose out
of your own private interest and was not the result of any direct or indirect
solicitation. promotion or offering of services or products by Natixis or by any of its
representatives. Accordingly. the information contained in this document is not
intended and should not be construed as constituting onshore promotion.
marketing or solicitation of securities-market services or products. The distribution
of the information contained in this document is restricted by law and persons who
access it are required to comply with all such restrictions. The information is not
intended to be published or made available to any person in any jurisdiction where
doing so would contravene any applicable laws or regulations. By receiving this
document. you confirm that you are aware of the laws in Colombia relating to the
promotion and marketing of financial services products and you warrant and
represent that you will not pass on or utilise the information contained in this
document in a manner that could constitute a breach of such laws by Natixis. its
affiliates or any other person. Any securities mentioned in this document have not
been and will not be registered with the National Register of Securities ("Registro
Nacional de Valores y Emisores") maintained by the Colombian Financial
Superintendency ("Superintendencia Financiera de Colombia") and may not be
publicly offered or sold in Colombia. This information does not constitute and
should not be construed as an offer to enter into any agreement. or to purchase
or subscribe any securities. The information on the following pages is provided for
information purposes only and does not constitute investment. legal. tax or other
advice or any recommendation to buy. sell or otherwise transact in any of the
funds or securities mentioned. Prospective investors should take appropriate
professional advice before making any investment decision.

Bolivia: Natixis is not authorized to conduct in Bolivia activities reserved by law
for financial intermediation entities and/or brokerage firms. The products/services
offered will be provided from Natixis's offices outside of Bolivia.

Chile: This communication and any accompanying information (the "Materials")
are intended solely for informational purposes and do not constitute (and should
not be interpreted to constitute) the selling. or conducting of business with respect
to such products or services in Chile (this "Jurisdiction"). or the conducting of any
brokerage. banking or other similarly regulated activities in this Jurisdiction.
Natixis ("Bank") is not registered (or intended to be registered) in this Jurisdiction.
The Materials are private. confidential and are sent by the Bank only for the
exclusive use of the addressee. The Materials must not be publicly distributed and
any use of the Materials by anyone other than the addressee is not authorized.
The addressee is required to comply with all applicable laws in this Jurisdiction.
including. without limitation. tax laws and exchange control regulations. if any. The
services do not include the offer or intermediation of any securities. Additionally.
the Bank will not be liable for investment decisions made by the client based on
the information derived or obtain from the Bank's materials.

UK: In the UK. Natixis SA is authorised by L'Autorité de contréle prudentiel et de
resolution (ACPR). supervised by the European Central Bank (ECB) and
regulated by the Autorité des Marchés Financiers (AMF). Authorised by the
Prudential Regulation Authority. Subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. Details
about the extent of our regulation by the Prudential Regulation Authority are
available from us on request.

Germany: Natixis Zweigniederlassung Deutschland is subject to a limited form of
regulation by the Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin) with
regards to the conduct of its business in Germany under the right of establishment
there. The transfer / distribution of this document in Germany is performed by /
under the responsibility of Natixis Zweigniederlassung Deutschland.

Spain: Natixis is regulated by Bank of Spain and the CNMV (Comision Nacional
del Mercado de Valores) for the conduct of its business under the right of
establishment in Spain.

Italy: Natixis is regulated by Bank of Italy and the CONSOB (Commissione
Nazionale per le Societa e la Borsa) for the conduct of its business under the right
of establishment in Italy.

Japan: Natixis Tokyo Branch is authorized in Japan by the Financial Service
Agency as a Bank. Natixis Japan Securities Co.. Ltd. (NJS) is a Financial
Instruments Business Operator (Director General of Kanto Local Finance Bureau
(Kinsho) No. 2527 and a Money Lender (Tokyo Governor (4) No. 31548).
supervised by the Financial Services Agency. NJS is a member of the Japan
Securities Dealers Association and Type Il Financial Instruments Firms
Association. This document is intended solely for distribution to Professional
Investors as defined in Article 2.31 of the Financial Instruments and Exchange
Act.

Hong Kong: In Hong Kong. Natixis is regulated by the Hong Kong Monetary
Authority and registered with the Securities and Futures Commission (the “SFC”)
to carry on Type 1 (dealing in securities). Type 2 (dealing in futures contracts).
Type 4 (advising on securities). Type 5 (advising on futures contracts) and Type
6 (advising on Corporate Finance) regulated activities under the Securities and
Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (“SFO”). This document

has not been approved by the SFC nor has a copy of this document been
registered by the Registrar of Companies in Hong Kong. unless specified
otherwise. The investments contained herein may or may not be authorised by
the SFC. You are advised to exercise caution in relation to the investments
contained herein. If you are in any doubt about any of the contents of this
document. you should obtain independent professional advice. The investments
may not be offered or sold in Hong Kong. by means of any document. other than
(i) to “professional investors” as defined in the SFO and any rules made under the
SFO. or (ii) in other circumstances which do not result in the document being a
“prospectus” as defined in the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong)(the “C(WUMP)O") or
which do not constitute an offer to the public within the meaning of the
C(WUMP)O. No person shall issue or possess for the purposes of issue. whether
in Hong Kong or elsewhere. any advertisement. invitation or document relating to
the investments. which to his knowledge is or contains an invitation to the public
of Hong Kong (except if permitted to do so under the applicable laws and rules of
Hong Kong) other than with respect to investments which are or are intended to
be disposed of only to persons outside Hong Kong or only to “professional
investors” as defined in the SFO and any rules made under the SFO. This
document is not and should not be construed as Natixis (or any affiliate or anyone
else) offering or holding itself out as being willing or able to provide any service or
to carry on any activity which it is not licensed to provide or carry on in Hong Kong.
Natixis Asia Limited is registered with the Securities and Futures Commission to
carry on Type 1 (dealing in securities). Type 2 (dealing in futures contracts). Type
4 (advising on securities) and Type 5 (advising on futures contracts) regulated
activities under the Securities and Futures Ordinance.

Singapore: Natixis Singapore branch is regulated by the Monetary Authority of
Singapore. If this document is distributed in Singapore. this document is intended
solely for distribution to Institutional Investors. Accredited Investors and Expert
Investors as defined in Section 4A of the Securities and Futures Act 2001 of
Singapore.

People’s Republic of China: In Mainland China. Natixis Shanghai branch and
Natixis Beijing branch are regulated in the People’s Republic of China (the “PRC”.
which. for such purposes. does not include the Hong Kong or Macau Specifical
Administrative Regions or Taiwan) by National Financial Regulatory
Administration. the People’s Bank of China. and the State Administration of
Foreign Exchange for the engagement of banking business. This document is
intended solely for distribution to investors of the PRC who are
qualified/authorized under the laws of the People’s Republic of China to engage
in the purchase of Product of the type being offered or sold. PRC investors are
responsible for verifying their eligibility to purchase the Product. obtaining all
relevant approvals/licenses. verification and/or registrations themselves from
relevant governmental authorities. and complying with all relevant applicable
regulatory requirements under the PRC legal regime. including. but not limited to.
all relevant foreign exchange regulations and/or outbound investment regulations.
Taiwan: In Taiwan. Natixis Taipei Branch is authorized by the Financial
Supervisory Commission as a commercial bank and is subject to its supervision.
The Product may not be sold or offered to Taiwan resident investors or in Taiwan
unless they are made available. (i) outside Taiwan for purchase by such investors
outside Taiwan and/or (ii) investors are authorized to engage in the purchase of
product in accordance with applicable laws.

South Korea: In Korea. Natixis Asia Limited Seoul Branch is registered as a
licensed financial investment business entity under the Financial Investment
Services and Capital Markets Act (‘FSCMA”) and regulated by the Financial
Supervisory ~ Services and  Financial ~ Services Commission.  This
document/communication is distributed by Natixis Asia Limited Seoul Branch in
the republic of Korea to Professional Investor only and is not intended for investors
in Korea who are not Professional Investor within the meaning of the Article 9(5)
of the FSCMA and should not be passed on to any such persons. Some products
or transactions described in this document/communication may not be authorized
in Korea and may not be available to Korean investors. This
document/communication is being provided in accordance with procedures
required under applicable laws and regulations as well as internal control
standards of Natixis Asia Limited. Seoul Branch.

India. Indonesia. and Thailand: Natixis has set-up representative offices in India.
Indonesia and Thailand. The activities of the representative offices are supervised
by the Reserve Bank of India. the Otoritas Jasa Keuangan (Financial Services
Authority) and the Bank of Thailand respectively.

Australia: Natixis Asia Limited is registered with the Securities and Futures
Commission to carry on Type 1 (dealing in securities). Type 2 (dealing in futures
contracts). Type 4 (advising on securities) and Type 5 (advising on futures
contracts) regulated activities under the SFO. If this document is distributed in
Hong Kong. this document is only to Professional Investors as defined in the SFO
of Hong Kong and any rules made under the SFO.

In Australia. Natixis has a wholly owned subsidiary. Natixis Australia Pty Limited
("NAPL"). NAPL is registered with the Australian Securities and Investments
Commission and holds an Australian Financial Services License (No. 317114)
which enables NAPL to conduct its financial services business in Australia with
"wholesale" clients. Details of the AFSL are available upon request Natixis S.A. is
not an Authorised Deposit-Taking Institution under the Australian Banking Act
1959. nor is it regulated by the Australian Prudential Regulation Authority. Any
references made to banking in the document refer to Natixis activities outside of
Australia.

United Arab Emirates: Natixis is authorized by the ACPR and regulated by the
Dubai Financial Services Authority (DFSA) for the conduct of its business in and
from the Dubai International Financial Centre (DIFC). The document is being
made available to the recipient with the understanding that it meets the DFSA
definition of a Market Counterparty or Professional Client; the recipient is
otherwise required to inform Natixis if this is not the case and return the document.
In accordance with the Decision No (13/R.M) of 2021 on the Financial Activities
Rulebook and Mechanisms of Adjustment of the Securities and Commodities
Authority (SCA) (the SCA Rulebook). the products to which this document relates
may only be promoted in the UAE (excluding the Dubai International Financial
Centre (DIFC) and the Abu Dhabi Global Market (ADGM)) as follows: (i) to a
person who meets the definition of a “professional investor” under the SCA
Rulebook; or (ii) following a ‘reverse’ (i.e.. unsolicited) enquiry by an investor.
Further. this document does not constitute a public offer of securities in the United
Arab Emirates (including the DIFC and the ADGM) and is not intended to be a
public offer. The SCA has not verified this document or other documents in
connection with the products. Accordingly. the SCA has not approved this
document or any other associated documents nor taken any steps to verify the
information set out in this document. The SCA may not be held liable for the
accuracy or completeness of the information in this document. The products to
which this document relates may be illiquid or subject to restrictions on their
resale. Prospective investors should conduct their own due diligence on the
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products. If you do not understand the contents of this document you should
consult an authorised financial advisor.

The recipient also acknowledges and understands that neither the document nor
its contents have been approved. licensed by or registered with any regulatory
body or governmental agency in the GCC or Lebanon.

Oman: In Oman. Natixis neither has a registered business presence nor a
representative office and does not undertake banking business or provide
financial services in Oman. Consequently. Natixis is not regulated by either the
Central Bank of Oman or Oman’s Financial Services Authority. This document has
been prepared by Natixis. The information contained in this document is for
discussion purposes only and neither constitutes an offer of securities in Oman as
contemplated by the Commercial Companies Law of Oman (Royal Decree
18/2019) or the Securities Law (Royal Decree 46/2022). nor does it constitute an
offer to sell. or the solicitation of any offer to buy non-Omani securities in Oman
as contemplated by Article 139 of the Executive Regulations to the Capital Market
Law (issued vide CMA Decision 1/2009). Additionally. this document is not
intended to lead to the conclusion of a contract for the sale or purchase of
securities. Natixis does not solicit business in Oman and the only circumstances
in which Natixis sends information or material describing financial products or
financial services to recipients in Oman. is where such information or material has
been requested from Natixis and by receiving this document. the person or entity
to whom it has been dispatched by Natixis understands. acknowledges and
agrees that this document has not been approved by the CBO. the FSA or any
other regulatory body or authority in Oman. Natixis does not market. offer. sell or
distribute any financial or investment products or services in Oman and no
subscription to any securities. products or financial services may or will be
consummated within Oman. This document has not been approved by the FSA or
any other regulatory body or authority in Oman. and no authorization. licence or
approval has been received by Natixis from the FSA or any other regulatory
authority in Oman. to market. offer. sell. or distribute the securities within Oman.
Natixis does not advise persons or entities resident or based in Oman as to the
appropriateness of investing in or purchasing or selling securities or other financial
products. Nothing contained in this document is intended to constitute Omani
investment. legal. tax. accounting or other professional advice. The recipient of
this communication represents that it is a financial institution and/or is a
sophisticated investor (as described in Article 139 of the Executive Regulations of
the Capital Market Law) and that its officers/employees have such experience in
business and financial matters that they are capable of evaluating the merits and
risks of investments.

Qatar: The investments described in this document have not been. and will not
be. offered. sold or delivered at any time. directly or indirectly. in the State of Qatar
in a manner that would constitute a public offering. This document has not been.
and will not be. filed with. reviewed by or approved by the Qatar Central Bank. the
Qatar Financial Markets Authority or any other relevant Qatari authority. This
document is intended for the original recipient only and should not be provided to
any other person. It is not for general circulation in the State of Qatar and should
not be reproduced or used for any other purpose.

Saudi Arabia: Natixis Saudi Arabia Investment Company. licensed and regulated
by the Capital Market Authority (Number: 19205-31). located in Alfaisaliah Tower.
16th Floor. King Fahad Road. Riyadh — KSA.

Turkey: Natixis is not licensed in Turkey to perform any banking/capital market
activity. No information in this document is provided for the purpose of offering.
marketing and sale by any means of any capital market instruments in the
Republic of Turkey. Therefore. this document may not be considered as an offer
made or to be made to residents of the Republic of Turkey. Accordingly. neither
this document nor any other material may be utilized in connection with any
offering to the public within the Republic of Turkey without the prior approval of
the Turkish Capital Markets Board. However. according to Article 15 (d) (i) of the
Decree No. 32 there is no restriction on the purchase or sale of products in this
document by residents of the Republic of Turkey. provided that: they purchase or
sell such products in the financial markets outside of the Republic of Turkey; and
such sale and purchase is made through banks. and/or licensed brokerage firms
in the Republic of Turkey.

Links from or to web sites outside Natixis sites are meant for convenience only.
Natixis does not review. endorse. approve or control. and is not responsible for
any sites linked from or to Natixis sites. the content of those sites. the third parties
named therein. or their products and services. Linking to any other site is at your
sole risk and Natixis will not be responsible or liable for any damages in connection
with linking. No endorsement or approval of any third parties or their advice.
opinions. information. products or services is expressed or implied by these
materials.
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