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CDU/CSU manifesto: A programmatic
umbrella for a catch-all party
n

At last, the Conservatives revealed their 140-page election manifesto. In
contrast to 2017, the two sister parties agreed on a joint programme,
signaling that disputes between Laschet and Söder have been settled.
Thus, the CDU/CSU looks set for the hot phase of the election campaign,
which we expect to start only after the summer break. The manifesto is
centered around the key themes of stability and, as Laschet put it, “the triad
of climate change, economic strength and social security” in a modernised
state. The Conservatives (faithful to their name) thereby differentiate
themselves from the Greens’ focus on faster change and transformation.

n

Climate policy is not featured prominently, forming part of a broader
chapter on the future growth model. The CDU/CSU are sticking to the
recently tightened targets of reducing CO2 to 65% by 2030 and reaching
carbon neutrality by 2045. Moreover, they emphasize the use of efficient,
market-based tools like CO2 pricing in conjunction with the national/EU
emissions trading system (ETS) and tax deductions for investments in
climate-friendly technologies.

n

On tax and fiscal policy, the CDU/CSU keep their conservative profile by
rejecting any tax increases and calling for a (moderate) reduction of the tax
burden. However, they do not provide any details on how to square the
circle of sticking to the debt brake, spending more on social welfare and
funding tax breaks as well as the transformation to a net zero world.
Interestingly, the “Germany investment fund”, which Laschet referred to in
previous statements, is not mentioned.

n

With respect to EU policy, the Conservatives emphasize the one-off
character of the NGEU, opposing the Greens’ push for further fiscal
integration. But this is more a matter of principle for the moment, as no
relevant decision is looming over the next four years. The Conservatives also
call for swiftly applying the fiscal rules of the SGP again. These demands
could become relevant in the near term as the EU Commission puts forward
its proposal for the reform of fiscal rules in autumn.

n

Overall, the CDU/CSU offer a wide range of policy proposals for their broad
voter base. The manifesto provides sufficient leeway for upcoming
negotiations with potential coalition partners – be it with the Greens or the
Liberals. Bear in mind that in Germany the need to form coalition
governments always requires some degree of political flexibility, and that in
the end the coalition agreement is what counts. In the short run, the
manifesto is not likely to add further momentum to the CDU/CSU’s approval
rates, currently polling 7pp ahead of the Greens.
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The comeback of the Conservatives. The Conservatives’ policy proposals will be
under more scrutiny than before, as they can no longer point to Merkel as a
guarantor of continuity. Having been occupied with the selection of new
leadership, they are the last ones to deliver. With a roughly 3-month lag versus other
parties, the CDU/CSU presented their joint manifesto this afternoon. Intraparty
(moderate centrists vs the more economically liberal camp) as well as interparty
tensions (Laschet vs Söder) have subsided. Söder stressed in today’s press
conference that the CDU/CSU is the “market leader” for a broad political
programme and that the excellent performance of Laschet as chancellor candidate
has helped to better position the CDU/CSU in the polls. Driven by subsiding
intraparty tensions and media attention shifting towards the Greens, the
Conservatives’ approval rates have risen towards the 30% mark again, polling 7pp
ahead of the Greens (see Figure 1). Similar to all the other parties, the presentation
of the election manifesto is not expected to generate additional momentum to the
Conservatives' campaign. With the summer break approaching and Germans keen
to use the regained freedom to travel, the hot phase of the election campaign is
unlikely to resume before end-August.

Figure 1: Popularity of major political
parties since COVID-19 outbreak
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A programmatic umbrella for a catch-all party. In programmatic terms, the
Conservatives are facing a trilemma of 1) portraying themselves as modernizers
after having been in office for 16 years, while simultaneously 2) appealing to a wide
spectrum of voters as a big-tent party and 3) differentiating themselves from the
Greens with respect to climate and social policies. Overall, they have succeeded
quite well. They dedicated one full chapter to innovation, targeted families with
generous tax proposals, and kept their relatively conservative edge with respect to
domestic and foreign security. Still, several questions remain: (1) how to finance
proposed tax relief, (2) how to keep social security contributions stable in the face
of demographic change (despite proposals on privately financed pension schemes)
and (3) how to concretely reach ambitious climate-reduction targets while
remaining an industrial powerhouse.
Climate policy: Not the target dominating everything else
Sticking to ambitious targets. In contrast to the Greens, the CDU/CSU do not put
the transformation to a net-zero world at the center of their programme. They are
sticking to the recently tightened targets of reducing CO2 by 65% by 2030 and
reaching carbon neutrality by 2045. This does not differentiate them much from the
Greens, which aim for 70% and “as soon as possible”. In the press conference (June
21), Söder stressed the Conservatives’ holistic approach towards change.
Relying on price signals and green innovation. In terms of the proposed toolbox
to reach those ambitious targets, the Conservatives emphasize the use of efficient,
market-based tools like the CO2 price in conjunction with the national/EU
emissions trading system (ETS) and tax deductions for investments in climatefriendly technologies. More specifically:
n

They aim to extend the EU ETS to transportation (incl. shipping) and the
building sector as quickly as possible. In the existing national system, they
want to accelerate the move towards market-based CO2 prices for those
two sectors and eventually integrate this into the EU ETS.

n

They address the trade/investment angle of national/EU carbon pricing and
call for a WTO-compliant EU Carbon border adjustment mechanism
(CBAM). While the establishment of a global climate club (and implicitly a
global minimum CO2 price) seems a sensible proposal, we doubt that the
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suggestion of a new dedicated “EU Climate commissioner” would per se
accelerate the establishment of such a forum.
n

To speed the transformation of energy-intensive industries (like steel and
cement), so-called “Carbon Contracts for Difference” (government
subsidises the difference between the current C02 price and the break-even
price for a specific investment) have moved to the center of the discussion.
The current government is already running a pilot phase and this idea might
gain further traction in the course of the next few weeks (also heavily
pushed by the Greens).

n

In contrast to the Greens, the Conservatives do not focus only on
electrification, but on a variety of technologies (incl. carbon capture and
storage, hydrogen). They promote research on the production of green
hydrogen but are also open to blue hydrogen.

n

Still, heating and transportation account for the bulk of energy
consumption and emissions. How to quickly electrify the stock of buildings
and large parts of the existing fleet of vehicles (without restraining mobility
and demand for heating) remains largely unanswered (barring major
technological breakthroughs in carbon capture and storage). This holds
true for all the other parties as well. Concrete plans of the Conservatives (like
the promotion of energetic renovation of buildings and speeding the
expansion of renewable energies (“Sonnenpaket”)) would lead to
reductions falling massively short of those needed to comply with the
ambitious targets.

The Conservatives also address the question of how to mitigate the distributional
aspects of climate policies. They focus on the redistribution of revenues from the
ETS – not on a per-capita basis like the Greens, but via lowering taxes on electricity
(reduction of the renewables mark-up “EEG-Umlage”). Moreover, they pledge to
retain the compensation of commuters (“Pendlerpauschale”). So far, there are no
signs of a German “gilets jaunes” movement emerging, but the recent debate about
gasoline prices has shown how sensitive the topic is amongst the electorate and
could turn out to be quite explosive in the years to come.
Tax and fiscal policy: Squaring the circle
Corporate tax unchanged but easier accounting rules. The key message here is
that the tax burden – be it for corporates or individuals – will not be increased but,
if possible, reduced. This coincides with the position of the Liberals but
differentiates the Conservatives from the Greens, all the more as the CDU/CSU
explicitly reject a wealth tax. Still, rather than a mere tax moratorium, German
corporates reiterate the need for a reduced tax burden to remain competitive in light
of declining corporate tax rates in other OECD countries (see Figure 3). This is
unlikely to happen in any potential coalition, though. Otherwise, state-financed
investment plans lack funding. Instead, the CDU/CSU plan to improve accounting
rules for corporates by (i) increasing thresholds for tax loss carry-forward and carryback, (ii) the re-introduction of degressive depreciation and (iii) better depreciation
rules for investment in capital goods related to new technology and climate change.
On these points there is an overlapping with the Greens in principle, though they do
not provide as many details as the Conservatives in this regard.

Figure 3: Comparatively high
corporate tax burden in Germany
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Limited tax relief for individuals. The CDU/CSU vaguely promise to fully abolish the
solidarity surcharge on the income tax that higher income earners (incl. a
substantial number of SMEs) must pay – in essence a left-over from the last coalition
treaty. Households and families should benefit from a flattening of the tax income
curve as well as higher tax allowances in general and for children in particular.
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Interestingly, the manifesto explicitly addresses the so-called cold progression, e.g.
adjusting the income tax regime for inflation. This was not an issue back in 2017 and
might be seen as an attempt to anticipate inflationary concerns that are beginning
to emerge in the German public.
Reinstate debt brake asap. Several of the proposals mentioned in tax and other
policy areas are subject to fiscal caveats. This is because the Conservatives want to
keep the debt brake unchanged (fiscal deficit 2021: 5.9%) and plan to return to a
balanced budget and a public debt ratio of 60% (2021: 72.6%) as soon as possible.
The Conservatives – as is true for the Greens and the SPD – provide no details on how
to square the circle of sticking to the debt brake, additional spending on social
welfare and financing the transformation to a net zero world. In the press
conference, Laschet said that there had been a credible assessment of the costs
along the proposed timeline. He also stressed that he believes that on balance
higher growth would contribute more to overall revenues than tax increases.
Another proposal that Laschet mentioned in an interview (Handelsblatt, May 4) is
a prospective off-budget investment fund (“Deutschlandfonds”). However, this is
not explicitly mentioned in the manifesto, and it is unclear whether the idea will be
pursued.
Strong emphasis on Europe
Still fiscally conservative. Not surprisingly, the Conservatives stick to their
conviction that the SGP fiscal rules should be applied sooner rather than later in a
post-pandemic EU. Moreover, they do not want adjustments of the fiscal
framework to result in a substantial weakening of the rules. In addition, they call for
reduced discretionary leeway with respect to deficit procedures and for
strengthening the principle of conditionality. These demands could become
relevant in the near term as the EU Commission puts forward its proposal for the
reform of fiscal rules in autumn. Thus, the next German government has to quickly
position itself in this potentially controversial debate. They also emphasize the oneoff character of the NGEU. But this is currently more a matter of principle, as no
relevant decision is looming over the next four years. With the exception of the
digital tax, the manifesto does not mention EU own resources or providing the EU
Commission with a competence for taxation – unlike the Liberals, which reject it, or
the Greens, which support it. The CDU/CSU back the completion of the capital and
banking union. The precondition for the latter is further risk reduction in the banking
sector. Albeit not mentioned, this refers to EDIS, the discussion of which has been
postponed in the EcoFin until after the German elections. This will likely be a difficult
topic for a potential coalition agreement between CDU/CSU and the Greens.

Figure 4: Public investment: not
there yet

Source : Federal Statistical Office, Deutsche Bank

Figure 5: CDU/CSU voters rather
sceptical about joint borrowing
Should joint borrowing (e.g. like NGEU) be possible
in the EU also in the future?
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Strengthening the EU as a geopolitical actor – EU of different speeds. Like all other
mainstream parties, the Conservatives want to strengthen the role of the EU by
expanding majority voting in EU bodies, especially in foreign and security policy.
But a change from unanimity to QMV requires unanimity. Thus, even if the next
German government is actively pushing that idea together with France, they are not
very likely to succeed in an EU-27. Thus, the CDU/CSU is also advocating to make
more use of possibilities to advance cooperation in certain policy fields in smaller
groups. Moreover, they are reviving the slogan from the past decade that deepening
of the Union is a prerequisite to further enlargement. The democratic role of the EP
should be enhanced by introducing a threshold to enter the parliament to avoid
further fragmentation.
The Conservatives extend their call for stability and security to the EU level as well.
They want to strengthen Frontex in the context of migration and – alongside NATO
Page 4
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– further enlarge EU defense capabilities (PESCO) with integrated European
military forces and an own headquarter to lead EU missions.
Differing shades of pro-European. In the grand scheme of things, the CDU/CSU led
by Laschet should remain strongly pro-European. By refusing to close the borders
to Belgium and the Netherlands during the height of the pandemic, Laschet has
held up the idea of European integration. He is a strong supporter of the GermanFranco alliance and is likely to build on existing joint initiatives for providing
leadership to and modernizing of the EU. The past 16 years of Chancellor Merkel and
the numerous crisis during this era have proven that a CDU/CSU-led government
will defend its principles but also be flexible enough to take action when needed.
The agreement on the NGEU is the most prominent proof of that.
A credible push for innovation
Focus on R&D spending and emerging technologies. While all parties stress the
need for better digital infrastructure, fully digitalized public administration, and a
regulatory environment conducive to innovation, the Conservatives dedicate a full
chapter of their election programme to innovation and emerging technologies.
Overall, they want to improve conditions for private companies, to incentivize
private investments. Similar to the Greens and the SPD, they aim to increase R&D
spending to 3.5% of GDP, a modest increase from the 3.2% witnessed in 2019.
Moreover, they want to double tax deductions for research activity and create a
federal ministry for digital innovation and transformation. The Conservatives do not
subscribe to active industrial policy to the same degree as the Greens – but more
active innovation policies, especially with respect to frontier technologies, are part
of the manifesto. The realisation of all their proposals and initiatives could indeed
make a difference with respect to Germany’s innovative capacities. All in all, the
Conservatives’ innovation policies are most closely aligned with those of the FDP,
on free-market instruments and with no bias to certain technologies.
We have pointed out in the past that the nomination of a front runner will not do the
trick for the CDU. Laschet has been able to clip the Green’s soaring polls and even
– quite surprisingly – provided the CDU/CSU with a clear lead in the polls. We believe
this manifesto ticks the next box. What is still missing – after 16 years in government
– is a convincing team, with some new faces, as promised.

Figure 6: CDU/CSU's digital policy
proposals
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Japan or 'Nippon' is specifically designated in the name of the entity. Reports on Japanese listed companies not written by
analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. Some of the
foreign securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan.
Target prices set by Deutsche Bank's equity analysts are based on a 12-month forecast period..
Korea: Distributed by Deutsche Securities Korea Co.
South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number
in South Africa: 1998/003298/10).
Singapore: This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore
048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection with, this report.
Where this report is issued or promulgated by Deutsche Bank in Singapore to a person who is not an accredited investor, expert
investor or institutional investor (as defined in the applicable Singapore laws and regulations), they accept legal responsibility
to such person for its contents.
Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should independently
evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank research may not be
distributed to the Taiwan public media or quoted or used by the Taiwan public media without written consent. Information on
securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a
recommendation to trade in such securities/instruments. Deutsche Securities Asia Limited, Taipei Branch may not execute
transactions for clients in these securities/instruments.
Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial services activities that fall within the
scope of its existing QFCRA license. Its principal place of business in the QFC: Qatar Financial Centre, Tower, West Bay, Level
5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related financial products or
services are only available only to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority.
Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any
appraisal or evaluation activity requiring a license in the Russian Federation.
Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may undertake only the financial services activities that fall within
the scope of its existing CMA license. Its principal place of business in Saudi Arabia: King Fahad Road, Al Olaya District, P.O.
Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.
United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by
the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services activities
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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