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Tipping the scales in a tight election post-Covid boom to come just in time?
n

The race for the chancellorship has become much more open over the last
couple of weeks. The CDU/CSU’s approval rates seem to have been hit by
the double whammy of the long-term decline in voter support for traditional
big-tent parties and recent disappointments with pandemic management
and the leadership battle. The Greens have profited from the steady
increase in environmental consciousness, setting the political agenda and
the current positive campaign momentum around Annalena Baerbock. For
both parties, the maximum voter potential is estimated at around 40%.

n

Given the magnitude of the recent spike/fall in polls for Greens/
Conservatives, we have asked ourselves, whether such a spike might be a
one-off and if approval rates are going to mean revert any time soon?
Looking at historical episodes of spikes in voter preferences shows that
most of the time, approval rates tend to (partly) mean revert after a couple
of weeks. Still, the Greens clearly stand out with four out of the five most
recent spikes working in their favour (hot / dry summer seasons '18 & '19,
Fridays for Future movement, disappointment with COVID-measures).

n

Where does that leave us with respect to the tight race in September? As
polls have become increasingly volatile over the last couple of years, any
forecast based on polls five months ahead of the election has to be taken
with a huge grain of salt. Especially since ever weakening party
identification means that very short-term drivers like economic conditions/
sentiment, the election campaign and the perceived image of the
candidates a few days ahead of the election (or the time the 30% postal
votes are being cast) will be decisive for the election outcome.

n

On balance, we still think the Conservatives could win the tight race. First,
they will campaign in a sentiment of “vaccination euphoria”, which should
enhance government approval rates. Second, a certain disenchantment
with the Greens might kick in once voters become aware of the price tag
attached to reaching ambitious climate goals (energy prices). Third,
Baerbock’s lack of executive experience might work in favour of Laschet
when detailed policy proposals are discussed in talk shows. Fourth,
downside risks for the Greens' positive campaign momentum are higher, as
they run a higher risk of squandering voters’ goodwill. Fifth, Conservatives
have far more firepower in terms of campaign funding.

n

As short-term changes in voter sentiment will be crucial to watch, we have
started using social media tool(s) to sense the voters’ pulse. We are
currently developing a social media scraping dashboard in cooperation
with the dbDIG team. This is still a work in progress, but we aim to monitor
which themes are emerging during the election campaign. First results
show that social media comments on both Laschet and Baerbock are still
mainly neutral, so no signs of “dirty” campaigning yet.
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Increasing political fragmentation – or is there a new big-tent party in
the making?
Germany’s political landscape has become much more fluid over the last couple of
years due to a number of factors. First, traditional big-tent parties like the CDU/CSU
and SPD are confronted with the long-term trend of declining voter support – with
the SPD so far being more affected than the CDU/CSU. Party identification (around
“Christianity” or “being working class”) has declined over the last couple of years.
Second, new parties have entered the stage (right-wing AfD founded in 2013).
Third, the steady increase in environmental consciousness (see Figure 1) and the
(credible) shift of the Greens’ policy agenda to the political center has given them
an impressive boost (see Figure 2). The key question now is whether the trend of
increasing political fragmentation is set to prevail or whether the Greens are a new
people’s party in the making? Currently, the Greens still fall short of ticking all the
boxes needed to qualify as a people’s party. These are defined as: (i) parties that are
of a certain size, (ii) have strong support of heterogeneous parts of the population
and (iii) do not prescribe to one ideology, but combine different sets of opinions.1
According to current polls the Greens have reached a certain size, but are still
lagging the SPD or CDU with respect to their grassroots party members (see Figure
3). Moreover, their voters still do not represent a wide range of societal groups.
Based on results from the European Parliament elections 2019, the Greens’ voter
base is still tilted towards young, female and highly educated voters (FG-Wahlen,
ZDF).

Figure 1: Is this going to be a "onetopic" election campaign?
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Figure 2: People's parties without the people or are the Greens the new big-tent party?
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Note: * major political surveys taken into account: Allensbach, Kantar, Forsa, FG Wahlen, Infratest, INSA.
Source : Wahlrecht.de, Deutsche Bank

Neck-and-neck race between the Conservatives and the Greens, recent
spikes in voter preferences have mostly worked in favour of the Greens
Political scientists disentangle the drivers of voting decisions into (i) more long-term

1

Parteiensystem im Wandel, Ralph Thomas Baus, KAS, 2013
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Figure 3: Closing the gap?
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drivers like social origin leading to party ties/bonds and loyalty, (ii) medium-term
drivers like party identification and government action and (iii) short-term drivers
like current economic conditions, election campaign and image of the candidates.
The “funnel of causality of the Michigan school ” visualizes this concept. It implies
that voters are logged into a limited range of party options, which further narrow
down the closer we move to the election date (see Figure 4). Given ever weakening
party identification and an increasing individualization of voting behavior the funnel
seems to have widened over the last couple of years. According to an INSA poll, only
one third of voters completely rule out voting for the Greens currently (see Figure 6).
This, in turn, increases the influence campaigns, (social) media and the current
economic and political conditions have on the final decision of voters.

CDU/CSU

Source : Statista, SZ Feb 14, Deutsche Bank

Figure 4: Funnel of causality with factors influencing the voting decision

Source : Milic et al., Handbuch der Abstimmungsforschung, 2014; Deutsche Bank

If history is any guide – which events have led to sudden spikes in voter
preferences?
In order to answer this question, we first identified all episodes since 1998 where
approval rates for the three major parties spiked more than 20% mom (smoothed
by using the 7d average). We then clustered the episodes by looking for a common
root cause of the spike in voter preferences. This exercise yielded four categories
one could allocate most of the episodes to: (i) political affairs (bribery, etc.), (ii)
natural disasters/extreme weather events, (iii) changes in key personnel, and (iv)
disappointment with the current policy course. We then created a matrix attributing
the bulk of the historical events to those four categories and the three main parties
(see Figure 7). These categories relate to the short end of the “funnel of causality”
and can, if they coincide with elections, lead to significant deviations from the
above-mentioned long-term trends.
1.

Figure 5: Maximum voter potential
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Source : KAS survey from February 2020

Political scandals (bribery, procurement, donations, etc.): The CDU/CSU
has been most prone to be involved in political affairs with the most
impactful being the donations affair in 1999. But, the Greens were also
severely hit by the pedophilia debate in 2013.
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Natural disasters/extreme weather events: The Greens have profited most
from natural disasters and extreme weather events recently (e.g.
Fukushima in 2011). These events served as a catalyst for increased
attention on key Green campaign topics.

Figure 6: Voting for this party is not
an option

Changes in key personnel: New leadership often signals a new awakening.
The nomination of Martin Schulz as SPD chancellor candidate in 2017 is the
most prominent example. But, also the resignation of the Greens’ old guard
in 2013 or the recent nomination of Annalena Baerbock have triggered
positive momentum in approval rates.

60

Disappointment with policy/party course: When the SPD announced their
Agenda 2010 (severe cuts in unemployment benefits) in November 2002,
their core voter base felt betrayed. Similarly, the mismanagement of the
vaccination campaign, severely damaged the CDU/CSU image of
competency in crisis management.
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Figure 7: Matrix of historical episodes of spikes in voters’ preferences

Note: Selection of 20% mom (7d moving average) spikes in the poll of polls
Source : Deutsche Bank

Greens benefitted from a number of positive shocks recently – mostly to
the detriment of the Conservatives
A key finding of our analysis is that the Greens not only experienced a steady
increase in their popularity, but their approval rates were boosted by a series of
positive spike events relating to different triggers (hot and dry summer seasons in
2018 and 2019, Fridays for Future movement, disappointment with the
government's pandemic management). Figure 8 shows that each positive shock for
the Greens was mirrored by a negative shock for the Conservatives.
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Figure 8: The Greens – far more positive spikes in voter preferences than negative ones
Approval rates, % mom (7d moving average)
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Figure 9: Major spikes in voter preferences over the current parliamentary term
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Tipping the scales in a tight September election race: Weather,
sentiment, campaign momentum?
The federal election in September is likely to be a neck-and-neck race between the
Conservatives and the Greens. Thus, short-term spikes in voter preferences (even
single-digit deviations) might be decisive for the final result if they coincide with the
weeks/days before the election. In our view, three of the above-mentioned drivers
are important to watch: (i) extreme weather events/natural disasters (i.e. a hot
summer), (ii) (dis)satisfaction with the current policy course (i.e. speed of
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vaccination, freedom of travel), (iii) self-fulfilling campaign momentum (i.e.
repetition of the Veggie Day communication debacle ahead of the 2013 elections).

Black-green coalition (with the Greens as junior partner) remains our
baseline, for now
The Greens profit from the steady increase in environmental consciousness (see
Figure 1), setting the political agenda and current positive campaign momentum
around Annalena Baerbock. On balance, however, we still think that the
Conservatives could win the tight race. They will campaign in a sentiment of
“vaccination euphoria”, i.e. with shops and restaurants reopening and most
Germans being vaccinated, leading again to a pro-government sentiment. They
have far more firepower in terms of election campaign funding (three times the
budget of the Greens). Third, a certain disenchantment with the Greens might kick
in once voters become increasingly aware of the price tag attached to reaching the
ambitious climate goals (energy prices, tax increases, etc.) Fourth, Baerbock’s lack
of executive experience might work in favour of Laschet when detailed policy
proposals are being discussed in talk shows. Fifth, the downside risks for the
Greens and their campaign momentum are higher, as they run the risk of
squandering voters’ goodwill.

Social media tool(s) to sense the voters' pulse
(Social) media often work as an amplifier of all of the above-mentioned triggers of
spikes in short-term voter preferences (examples are the “Veggie Day” in August
2013 and the Rezo YouTube video in May 2019). As short-term changes in voter
sentiment will be crucial to watch, we have started using social media tool(s) to
sense voters’ pulse. We are currently developing a social media scraping
dashboard (using the natural language processing tool Talkwater) on the German
elections in cooperation with the dbDIG team. This is still a work in progress, but we
aim to monitor which themes are emerging or disappearing during the election
campaign and whether social media (mainly Twitter) posts on the key candidates
have positive or negative connotations. First results show that social media
comments on both, Laschet and Baerbock, are still mainly neutral, so no signs of
“dirty” campaigning yet (see Figure 10 and 11).

Figure 10: Laschet: mostly neutral
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Figure 11: Baerbock: not polarizing
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We thank Jenny Franke and Ursula Walther for her valuable contribution.
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our website at https://research.db.com/Research/Disclosures/CompanySearch. Aside from within this report, important risk
and conflict disclosures can also be found at https://research.db.com/Research/Topics/Equities?topicId=RB0002. Investors
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Bank'). Though the information herein is believed to be reliable and has been obtained from public sources believed to be
reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites in this
report are provided for reader convenience only. Deutsche Bank neither endorses the content nor is responsible for the
accuracy or security controls of those websites.
If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or
is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche Bank may act as
principal for its own account or as agent for another person.
Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account
or with customers, in a manner inconsistent with the views taken in this research report. Others within Deutsche Bank,
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are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment banking, trading
and principal trading revenues.
Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not
necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank provides liquidity
for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have
shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade ideas for
equities are listed as Catalyst Calls on the Research Website (https://research.db.com/Research/) , and can be found on the
general coverage list and also on the covered company’s page. A Catalyst Call represents a high-conviction belief by an analyst
that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks
and no more than three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with
Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a nearterm or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally
counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has
no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate
changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and
company-specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole
discretion of the coverage analyst or of the Research Department Management, and the majority of reports are published at
irregular intervals. This report is provided for informational purposes only and does not take into account the particular
investment objectives, financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or
sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a
product of the analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and
investors must make their own informed investment decisions. Prices and availability of financial instruments are subject to
change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors. If a
financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely
affect the investment. Past performance is not necessarily indicative of future results. Performance calculations exclude
transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous
trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from
Deutsche Bank, subject companies, and other parties.
The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our
organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with respect to our
research are available on our website (https://research.db.com/Research/) under Disclaimer.
Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay
fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these cash flows), increases
in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the
maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in
inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to
receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets
holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency
conversion, repatriation of profits and/or liquidation of positions), and settlement issues related to local clearing houses are
also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by
indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates – these are common in
emerging markets. The index fixings may – by construction – lag or mis-measure the actual move in the underlying variables
they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating
coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons.
Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps
(swaptions) the risks typical to options in addition to the risks related to rates movements.
Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The appropriateness
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that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International Financial
Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been distributed by Deutsche Bank
AG. Related financial products or services are available only to Professional Clients, as defined by the Dubai Financial Services
Authority.
Australia and New Zealand: This research is intended only for 'wholesale clients' within the meaning of the Australian
Corporations Act and New Zealand Financial Advisors Act, respectively. Please refer to Australia-specific research disclosures
and related information at https://australia.db.com/australia/content/research-information.html Where research refers to any
particular financial product recipients of the research should consider any product disclosure statement, prospectus or other
applicable disclosure document before making any decision about whether to acquire the product. In preparing this report,
the primary analyst or an individual who assisted in the preparation of this report has likely been in contact with the company
that is the subject of this research for confirmation/clarification of data, facts, statements, permission to use company-sourced
material in the report, and/or site-visit attendance. Without prior approval from Research Management, analysts may not
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accept from current or potential Banking clients the costs of travel, accommodations, or other expenses incurred by analysts
attending site visits, conferences, social events, and the like. Similarly, without prior approval from Research Management and
Anti-Bribery and Corruption (“ABC”) team, analysts may not accept perks or other items of value for their personal use from
issuers they cover.
Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written consent.
Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance record
based on trading actual client portfolios, simulated results are achieved by means of the retroactive application of a backtested
model itself designed with the benefit of hindsight. Taking into account historical events the backtesting of performance also
differs from actual account performance because an actual investment strategy may be adjusted any time, for any reason,
including a response to material, economic or market factors. The backtested performance includes hypothetical results that
do not reflect the reinvestment of dividends and other earnings or the deduction of advisory fees, brokerage or other
commissions, and any other expenses that a client would have paid or actually paid. No representation is made that any trading
strategy or account will or is likely to achieve profits or losses similar to those shown. Alternative modeling techniques or
assumptions might produce significantly different results and prove to be more appropriate. Past hypothetical backtest results
are neither an indicator nor guarantee of future returns. Actual results will vary, perhaps materially, from the analysis.
The method for computing individual E,S,G and composite ESG scores set forth herein is a novel method developed by the
Research department within Deutsche Bank AG, computed using a systematic approach without human intervention.
Different data providers, market sectors and geographies approach ESG analysis and incorporate the findings in a variety of
ways. As such, the ESG scores referred to herein may differ from equivalent ratings developed and implemented by other ESG
data providers in the market and may also differ from equivalent ratings developed and implemented by other divisions within
the Deutsche Bank Group. Such ESG scores also differ from other ratings and rankings that have historically been applied in
research reports published by Deutsche Bank AG. Further, such ESG scores do not represent a formal or official view of
Deutsche Bank AG.
It should be noted that the decision to incorporate ESG factors into any investment strategy may inhibit the ability to participate
in certain investment opportunities that otherwise would be consistent with your investment objective and other principal
investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than
portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and the investment opportunities
available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG
or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with
corporate responsibility, sustainability, and/or impact performance.
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