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Not quite a sweeping mandate

Germany has voted. Tackling the country’s big structural economic problems still looks

like a daunting task.

IN A NUTSHELL

— While Christian Democrats came in first, they fell well short of the sweeping mandate to reform Germany that their
chancellor candidate Friedrich Merz had hoped for. This may be slightly disappointing for equity markets in the short
term, however, in the medium term, the actual policy implications will matter more than the election results.

— There is now a tangible sense of urgency among mainstream policy makers, not least in the face of international
pressure. This could pave the way for a relatively smooth coalition formation, which might come as a modestly
positive surprise for markets.

- As of the early morning hours of February 24, we consider a "grand coalition" between the Christian Democrats and
the Social Democrats to be the most likely outcome.

Germany has voted

After a heated election campaign centered around migration, with a stagnant economy and geopolitical tensions a somber
backdrop, Germany has voted. Based on preliminary official results, however, the voters’ verdict won't make tackling the
country’s big structural economic problems easy.

Starting with the winner, the center-right Christian Democratic Union (CDU) and its Bavarian sister party, the Christian Social
Union (CSU); we will refer to them collectively as the Christian Democrats. Under the leadership of Friedrich Merz, they were
hoping for a strong mandate, in the region of 30%-35%. Instead, they appear to have come in at about 28.6%!, the second
worst result since 19492, and only a few points up from its nadir in 2021.2 The center-left Social Democratic Party
(Sozialdemokratische Partei Deutschlands -- SPD) of outgoing chancellor Olaf Scholz saw its support collapse to 16.4%.

“Grand coalition” most likely outcome

For much of election night, it was unclear whether Germany's two traditional governing parties (CDU/CSU and SPD) would
even have a combined majority in the new Bundestag, Germany's lower house of parliament, as that depends on which of
the smaller parties get in. That turned into a bit of a cliffhanger, with the economically liberal Free Democratic Party (FDP),
which brought down the outgoing government, eventually falling short of the 5% threshold for parliamentary representation.
"Blndnis Sahra Wagenknecht” (BSW), which combines left-wing populism on economic issues with cultural conservatism,

! Source: Preliminary official election result, Die Bundeswabhlleiterin, as of 2/24/25 4:10am CET
2 Source: Deutscher Bundestag, , Bundestagswahlergebnisse seit 1949 - Zweitstimmen” as of 2/24/25
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will, according to preliminary results of the Bundeswabhlleiterin (the Federal Electoral Officer), not make it into the Bundestag,
either.!

Meanwhile, the Greens, prioritizing environmental issues, sustainability and social equality, signaled they would be willing to
join Christian Democrats and Social Democrats in talks to form a three-party coalition (often referred to as “Kenya,” based
on the parties’ colors), which would provide it with a comfortable governing majority in the next Bundestag. Teaming up
with the Greens has consistently been ruled out by the CSU, which outperformed in Bavaria compared to the overall result
and will probably see its influence strengthened in the new Bundestag; we would caution, however, that it usually takes a
few days after results are in for parties to digest the results.

Assuming the BSW doesn’t make it into the Bundestag, we consider a so-called “grand coalition” between the Christian
Democrats and the Social Democrats to be the most likely outcome. In any case, however, any Merz-lead government would
need support of the Bundesrat, Germany's upper house. In practice, this will mean working with the Greens, and also Die
Linke (The Left), which stands for democratic socialism, anti-capitalism and pacifism. The party made a strong comeback in
the final stretch of the campaign, thanks in part to its strong appeal to young voters.® Finally, the far-right Alternative for
Germany (AfD), which has gained traction through its populist rhetoric and criticism of immigration policies and the EU,
roughly doubled its vote share to 20.8%.! They are unlikely to participate in the next government’s formation, however, as all
other major parties have ruled out any governing arrangement with them.

It may take at least a few days for the implications of these results to sink in, not least in terms of who will negotiate with
whom and on what timetable, also given possible changes in party leadership. In terms of economic policy implications,
three points stand out.

— First, the new government is likely to find it very tricky to get any constitutional amendments through both houses of
parliament. This is because the centrist parties (CDU/CSU, SPD and Greens) together will not have the required two-
thirds majority in the Bundestag. At least in the short term, that limits the scope for changes to Germany's self-imposed
fiscal rules known as the debt brake. In the longer term, though, the need to presumably include The Left in such
discussions could potentially open the door for more radical reforms than SPD and the Greens had been pushing for.
However, Germany is likely to continue to comply with European Union (EU) law, which also limits the fiscal room for
maneuver.

— Second, the need for compromises during coalition talks and beyond will limit how much Merz could deliver in areas
such as cutting taxes and red tape. Tackling Germany’s major structural economic problems therefore still looks like a
daunting task.

— There is now a tangible sense of urgency among mainstream policy makers, not least in the face of international
pressure. A long period of uncertainty should certainly not be ruled out just yet. But this could pave the way for a
relatively smooth coalition formation, which might come as a modestly positive surprise for markets.

3 For a more in-depth analysis of the German political landscape including the legislative process, see our
as of 2/13/25
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In light of the above, election day itself is unlikely to mark a major turning point in terms of the actual policy outlook or market
sentiment. Rather, it will be the policies laid out in the final coalition agreement and, more importantly, their eventual
implementation that will be decisive for markets.

In German and indeed European government bonds we expect to see only a limited impact, though a quick formation of a
new government and subsequent reforms would be seen as positive for the longer-term growth outlook. Similarly, the impact
on foreign-exchange markets looks set to be muted. For corporate credit we do not see any marked impact, whether or not
a government can be formed quickly. Germany accounts for 14% in the iBoxx Euro Corporate Index, which is well diversified
in terms of sectoral exposure.*

There may be some disappointment in German equity markets that the Christian Democrats did not win a stronger mandate
for more deregulation and less wealth redistribution. But even such reforms would have had little immediate impact on
earnings expectations. In any case, and especially for European equities more broadly, the bigger question is likely to be how
quickly the continent's largest economy can form an effective government in the face of, for example, U.S. tariff threats.

For infrastructure, a quickly formed new government focused on delivering infrastructure projects would be critical.
Germany is a key bottleneck in the European energy market, and so a strong government focused on delivering on
infrastructure would be generally positive.

For real estate, we would highlight restrictions on how quickly residential rents can go up in rental hotspots (known as
“Mietpreisbremse” and currently due to lapse at the end of this year). The outgoing government already planned to prolong
this until 2029 on relatively favorable terms for landlords. Given the salience of rents as electoral issue, notably in terms of
mobilizing support for The Left, we would not be surprised to see slightly more stringent restrictions than previously
envisioned.

4 Source: Bloomberg Finance L.P. as of 2/21/25
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Glossary

The Alliance 90/The Greens, also referred to as the "Greens," is an environmentalist political party in Germany that is considered center-
left in the German political landscape.

The Alternative for Germany (AfD) is a nationally-conservative and right-wing political party in Germany.

The Christian Democratic Union of Germany (CDU) is a Christian democratic and liberal-conservative political party in Germany that is
considered center/center-right in the German political landscape. The CDU is the sister party of the Christian Social Union in Bavaria
(CSU), which operates only in the state of Bavaria.

The Christian Social Union in Bavaria (CSU) is a Christian democratic and conservative political party in Germany that only operates in
Bavaria and that is considered center-right in the German political landscape. The CSU is the sister party of the Christian Democratic Union
of Germany (CDU), which operates in the rest of Germany.

Die Linke (The Left) has its origins in the Party of Democratic Socialism in the former East Germany and stands for democratic socialism,
anti-capitalism and pacifism.

The European Union (EU) is a political and economic union of 27 member states located primarily in Europe.

Fiscal policy describes government spending policies that influence macroeconomic conditions. Through fiscal policy, the government
attempts to improve unemployment rates, control inflation, stabilize business cycles and influence interest rates in an effort to control the
economy.

The Free Democratic Party (FDP), also referred to as the "Liberals," is a market-friendly and social-liberal political party in Germany that
advocates human rights, civil and economic liberalism and that is considered centre-right in the German political landscape.

The German Bundesrat is the upper house of the German parliament and is made up of representatives of the sixteen federal state govern-
ments who thereby participate directly in critical legislative decisions.

The German Bundestag is the national parliament of the Federal Republic of Germany. It is the lower house of the two legislative cham-
bers, the German Bundesrat being the upper house.

The iBoxx Euro Corporate Index includes euro-denominated corporate bonds issued by investment-grade-rated entities.

The Sahra Wagenknecht Alliance (Bundnis Sahra Wagenknecht, BSW) is a left-wing political party in Germany, founded in early 2024 by
the former deputy leader of the left-wing party "The Left," Sahra Wagenknecht.

The Social Democratic Party of Germany (SPD), also referred to as the "Social Democrats," is a social-democratic political party in Ger-
many that is considered center-left in the German political landscape.
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Important information — EMEA, APAC & LATAM

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering
products or services are specified in the relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and
its officers and employees (collectively “DWS") are communicating this document in good faith and on the following basis.

This document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a
transaction and should not be treated as investment advice.

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations
requiring the impartiality of financial analysis or prohibiting trading prior to the publication of a financial analysis.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates,
projections, opinions, models and hypothetical performance analysis. No representation or warranty is made by DWS as to the reasonable-
ness or completeness of such forward looking statements. Past performance is no guarantee of future results.

The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, com-
pleteness or fairness of such information. All third party data is copyrighted by and proprietary to the provider. DWS has no obligation to
update, modify or amend this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion,
projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents.

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of
assumptions which may not prove valid.
DWS does not give taxation or legal advice.

This document may not be reproduced or circulated without DWS's written authority.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would
be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not cur-
rently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to
observe, such restrictions.

© 2025 DWS Investment GmbH

Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority.
© 2025 DWS Investments UK Limited

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited. The content of this document has not been reviewed by
the Securities and Futures Commission.
© 2025 DWS Investments Hong Kong Limited

In Singapore, this document is issued by DWS Investments Singapore Limited. The content of this document has not been reviewed by the
Monetary Authority of Singapore.
© 2025 DWS Investments Singapore Limited

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640). The content of this
document has not been reviewed by the Australian Securities and Investments Commission.
© 2025 DWS Investments Australia Limited

For institutional / professional investors in Taiwan:

This document is distributed to professional investors only and not others. Investing involves risk. The value of an investment and the income
from it will fluctuate and investors may not get back the principal invested. Past performance is not indicative of future performance. This is
a marketing communication. It is for informational purposes only. This document does not constitute investment advice or a recommenda-
tion to buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation of an offer to buy any security. The views and
opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of
publication. Certain data used are derived from various sources believed to be reliable, but the accuracy or completeness of the data is not
guaranteed and no liability is assumed for any direct or consequential losses arising from their use. The duplication, publication, extraction
or transmission of the contents, irrespective of the form, is not permitted.

as of 2/24/25; 103369_3 (02/2025)

Important information — North America

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment
products, or DWS Investment Management Americas Inc. and RREEF America L.L.C., which offer advisory services.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor.
Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the
investments and strategies described or provided by DWS, are appropriate, in light of their particular investment needs, objectives and
financial circumstances. Furthermore, this document is for information/discussion purposes only and does not and is not intended to con-
stitute an offer, recommendation or solicitation to conclude a transaction or the basis for any contract to purchase or sell any security, or
other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any information contained herein and
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should not be treated as giving investment advice. DWS, including its subsidiaries and affiliates, does not provide legal, tax or accounting
advice. This communication was prepared solely in connection with the promotion or marketing, to the extent permitted by applicable law,
of the transaction or matter addressed herein, and was not intended or written to be used, and cannot be relied upon, by any taxpayer for
the purposes of avoiding any U.S. federal tax penalties. The recipient of this communication should seek advice from an independent tax
advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are not guaranteed, unless
specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee its accuracy,
completeness or fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect our
judgment on the date of this report, are subject to change without notice and involve a number of assumptions which may not prove valid.

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment
and loss of income and principal invested. The value of investments can fall as well as rise and you may not recover the amount originally
invested at any point in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of
time. Further, investment in international markets can be affected by a host of factors, including political or social conditions, diplomatic
relations, limitations or removal of funds or assets or imposition of (or change in) exchange control or tax regulations in such markets.
Additionally, investments denominated in an alternative currency will be subject to currency risk, changes in exchange rates which may have
an adverse effect on the value, price or income of the investment. This document does not identify all the risks (direct and indirect) or other
considerations which might be material to you when entering into a transaction. The terms of an investment may be exclusively subject to
the detailed provisions, including risk considerations, contained in the Offering Documents. When making an investment decision, you should
rely on the final documentation relating to the investment and not the summary contained in this document.

This publication contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates,
projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author’s
judgment as of the date of this material. Forward looking statements involve significant elements of subjective judgments and analyses and
changes thereto and/or consideration of different or additional factors could have a material impact on the results indicated. Therefore,
actual results may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the
reasonableness or completeness of such forward looking statements or to any other financial information contained herein. We assume no
responsibility to advise the recipients of this document with regard to changes in our views.

No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives
will be achieved. Any securities or financial instruments presented herein are not insured by the Federal Deposit Insurance Corporation
(“FDIC") unless specifically noted, and are not guaranteed by or obligations of DWS or its affiliates. We or our affiliates or persons associated
with us may act upon or use material in this report prior to publication. DB may engage in transactions in a manner inconsistent with the
views discussed herein. Opinions expressed herein may differ from the opinions expressed by departments or other divisions or affiliates of
DWS. This document may not be reproduced or circulated without our written authority. The manner of circulation and distribution of this
document may be restricted by law or regulation in certain countries. This document is not directed to, or intended for distribution to or use
by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, including the United
States, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject DWS to any
registration or licensing requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession this
document may come are required to inform themselves of, and to observe, such restrictions.

Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future
performance. Further information is available upon investor’s request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted
by and proprietary to the provider.

For Investors in Canada: No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or
the merits of the securities described herein and any representation to the contrary is an offence. This document is intended for discussion
purposes only and does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not
constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you
should rely solely on the final documentation relating to the transaction you are considering, and not the information contained herein. DWS
Group is not acting as your financial adviser or in any other fiduciary capacity with respect to any transaction presented to you. Any trans-
action(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should take
steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness of the
transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transac-
tion. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction
with DWS Group you do so in reliance on your own judgment. The information contained in this document is based on material we believe
to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates and opinions con-
tained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections
are based on a number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved.
Past performance is not a guarantee of future results. The distribution of this document and availability of these products and services in
certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written permis-
sion.

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda
only in compliance with the provisions of the Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda.
Additionally, non-Bermudian persons (including companies) may not carry on or engage in any trade or business in Bermuda unless such
persons are permitted to do so under applicable Bermuda legislation.

© 2025 DWS Investment GmbH, Mainzer Landstrale 11-17, 60329 Frankfurt am Main, Germany.
All rights reserved.

as of 2/24/25; 104805 1 (02/2025)
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