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How Germany Benefits 
from the Euro in Economic 
Terms 

There can be no doubt about the fact that Germany bene-

fits from the euro in a significant number of ways. For ex-

ample, monetary union membership helps to reduce the 

cost of international trade, and provides protection against 

excessive exchange rate volatility. This means that even if 

Germany had to write off a large percentage of the loans 

that it has made available to the heavily indebted states of 

southern Europe as part of the various euro rescue meas-

ures, the economic advantages of its membership of the 

monetary union would continue to predominate. Reverting 

to the deutschmark would thus be disadvantageous even in 

purely economic terms. 
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1.  What the Projections 

Can Do 
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2. Projections Based on 

Certain Assumptions 
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3. Principal Results 
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4.  Political Consequences 
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 Policy Brief 2012/06: Euro-exit in Southern Europe 

While Greece defaulting on its sovereign debt and leav-

ing the European Monetary Union would have relatively 

little effect on the world economy, such a move could 

lead to contagion in Portugal, Spain and Italy, thus 

evoking not only a sovereign default in those states as 

well, but also a severe worldwide recession. Economic 

growth would be reduced by a total of 17.2 trillion Eu-

ros in the world’s 42 largest economies in the lead-up 

to 2020. Hence, political actors are well advised to pre-

vent Greece from leaving the euro, and the domino ef-

fect that this event could induce. 

 

Policy Brief 2012/07: Sustainability and solidarity – 

basic ideas of new financial structures 

Federal financial structures which include fiscal equaliza-

tion between the German states remain indispensable 

for leveling out significant regional economic differences 

and for ensuring sufficient funding for the responsibili-

ties of the public sector across the nation. The necessary 

revisions of financial structures beginning in 2020 pro-

vide an opportunity for a substantial overhaul. The ob-

jective is to consolidate in the long term the budgets of 

federal, state and municipal governments and to safe-

guard a modern welfare state. 
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