
ALLIANZGI.COM

JULY 2025

DAX rally: how much 

potential remains?
One year ago, at the end of June 2024, the DAX 
stood at around 18,235 points. Since then, Germany’s 
leading index has performed remarkably well, 
reaching a new record high of just under 24,500 points 
in May – a growth of over 34% within 12 months. The 
German stock market stands out clearly in a European 
context. Compared to other leading European indices 
such as the MSCI Europe, the Swiss SMI or the British 
FTSE 100, each of which recorded single-digit growth, 
the DAX has more than doubled in value over the past 
12 months.

However, following this strong performance, there are 

increasing concerns that the market may be overheating. 

Despite the strong price gains last year, we believe that 

several factors argue against the DAX overheating. 

One key point is the international orientation of DAX 

companies – on average, only around 20% of their sales 

come from the German market. The price performance 

therefore reflects not only the domestic economy, but 

also robust demand in important export markets such as 

the US and Asia. Outside of the shadow cast by US tariffs, 

these markets are also providing positive impetus. For 

example, a large-scale economic stimulus programme 

in China, involving investments in infrastructure and 

measures to boost domestic demand, has improved 

export opportunities for German companies, particularly 

in sectors such as mechanical engineering and the 

chemical industry, which are both heavily dependent on 

the Chinese market.
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Europe is also undergoing a period of profound 

transformation. The EU is investing heavily in defence and 

infrastructure, and Germany has also moved away from its 

traditionally restrictive fiscal policy. With a credit-financed 

investment programme of €500 billion over 12 years in 

infrastructure and climate neutrality alone, the German 

government aims to strengthen long-term competitiveness. 

This is one of the largest investment packages in the history 

of the Federal Republic, covering roads and bridges as 

well as railways, digitalisation, education and energy 

infrastructure, among other things. These infrastructure 

measures alone could increase gross domestic product 

by over 11% over the next 12 years. The programme is 

supplemented by additional defence spending, which could 

open up further growth potential of 9% over ten years.

These programmes not only stimulate demand in the 

short term, but also have a long-term positive effect on 

production potential thanks to their multiplier effect. In a 

globally uncertain environment, they can act as a stabilizer. 

In addition, numerous DAX companies are benefiting from 

structural growth. Corporations such as SAP, Siemens, 

Deutsche Telekom and Merck are active in promising areas 

such as digitalisation, automation, biotechnology and 

cloud infrastructure. Airbus, Porsche and Mercedes-Benz 

are also driving forward the transformation in aviation 

and electromobility with investments running into the 

billions. Siemens Healthineers is strengthening healthcare 

with innovative medical technology, while Allianz and 

Munich Re are setting new standards in the financial 

sector with digital solutions. This broad positioning in key 

technologies strengthens the fundamental substance of 

the DAX and also justifies the increased valuations in part. 

Despite the strong price performance, these valuations 

still appear reasonable, supported by significantly rising 

earnings expectations for 2025, which, according to market 

consensus, are expected to reach record levels. Even by 

European standards, absolute valuations remain moderate, 

which opens up attractive entry opportunities, particularly in 

cyclical sectors such as industry, energy and basic materials.

The macroeconomic environment does not currently 

indicate overheating either. Although the US Federal 

Reserve has not yet cut interest rates, it has signaled two 

cuts for the current year, pointing to cautious monetary 

easing. Since summer 2024, the European Central Bank 

has responded to declining inflation and moderate 

growth in the eurozone with a series of interest rate cuts. 

This monetary policy reorientation creates a supportive 

environment for investment and signals a more growth-

friendly stance on the part of the monetary authorities.

At the same time, the German government is providing 

targeted stimulus to promote growth and competitiveness 

among German companies with its new immediate 

investment tax programme. The so-called growth booster 

package includes, among other things, declining balance 

depreciation of 30% per year for movable assets from 1 July 

2025 to the end of 2027. This provides a strong incentive 

for companies to bring forward investments. In addition, a 

gradual reduction in corporate income tax from the current 

15% to 10% is planned from 2028 onwards to strengthen 

long-term international competitiveness. The package is 

supplemented by tax incentives to promote electromobility 

and research.

These measures will have a stabilising effect and contrast 

with classic overheating scenarios, in which restrictive 

monetary policy dominates. Instead, current policy 

focuses on investment incentives, planning security and 

innovation promotion; a clear course towards sustainable 

economic recovery.

However, the geopolitical environment remains a 

significant source of uncertainty for economic development. 

Geopolitical tensions, particularly in the Middle East, 

harbour the risk of rising energy prices and potential supply 

bottlenecks, which could weigh on German industry and 

weaken the impact of economic policy stimuli. 
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The German stock market is currently in robust shape. It 

is benefiting from a favourable combination of monetary 

policy support, targeted fiscal stimulus and a sustained 

inflow of international capital. Despite the price gains 

already achieved and the existing geopolitical risks, the 

positive conditions currently outweigh the negative ones. 

If the economic environment continues to stabilise and 

geopolitical tensions do not escalate again, there is a 

good chance that the DAX will be able to continue its 

upward trend. The coming months could therefore also 

bring new impetus for further growth.
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