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Independent advice is
more vital than ever

Keeping Germany’s Council of

Economic Experts independent

The German Council of Economic Experts — usually shortened
to SVR in German — has existed since the early 1960s. Each
year, it publishes a report that offers an academically grounded
assessment of the German economy. It is one of the most im-
portant economic advisory bodies to the German government.
When the Council was created, the group around then econom-
ics minister Ludwig Erhard took inspiration from the U.S. Council
of Economic Advisers (CEA). But they made the SVR more in-
dependent and built in greater personal and ideological distance
from the government than in the CEA’s case. Members of the
CEA are nominated by the U.S. president — and presidents tend
to pick people who are close to their own camp. By contrast, the
economists on the SVR are appointed by the Federal President
on the recommendation of the federal cabinet. Their term is five
years, and renewal is quite common. The list of former members
reads like a who’s who of the German economics profession. |
am certainly not the only one who has been consulting the SVR’s
annual report ever since my student days.

Diversity of views as a design principle

Within the Council, the goal is open debate and a genuine diver-
sity of views. That is both essential and appropriate — especially
at a time when political polarization is pronounced as it currently
is (see fig. 1) and governments’ room for maneuver is shrinking.
By tradition, at least one economist close to the trade-union
camp is deliberately appointed to the Council, as well as one who
is regarded as more business-friendly and aligned with employ-
ers’ interests. Diversity is seen as a strength. By and large, this
setup still works remarkably well today.
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Recently, however, there have been nomination episodes that
risk creating the impression that the Council is increasingly ex-
posed to day-to-day political interests. As an institution, the SVR
still broadly fulfils the role it was originally meant to play. We are
talking about very gradual shifts — but the old warning applies:
they should be nipped in the bud.

Most recently, the issue was the decision not to renew the man-
date of Ulrike Malmendier, a professor of economics at the Uni-
versity of California, Berkeley. The distinguished capital-markets
expert had to leave the SVR after just three and a half years.
Shortly before her term ended, she received a phone call from
the economics ministry informing her that her services would no
longer be required. This came as a surprise, given that the Ger-
man government claims to strengthen capital markets and mo-
bilize more private capital for investment. Her departure is all the
more striking because the CDU/CSU is now championing ideas
that go back to Malmendier’s work — yet no longer wants her on
the Council.

Personnel controversies of this sort can undermine the SVR’s
authority — all the more so because the Council’s internal disa-
greements have recently become more public. Nor is the Mal-
mendier case unique. Lars Feld of the economically liberal Wal-
ter Eucken Institute in Freiburg met a similar fate: he would have
liked to continue, but was forced out under pressure from the
Social Democratic Party (SPD), in early 2021.

A ministry seeking approval not advice

Anyone who genuinely wants independent advice should explic-
itly welcome voices that dissent from their own views. Retreating
into one’s own bubble — as often happens with the American
CEA — generally leads to worse outcomes. The fact that the Ger-
man economics ministry has created its own advisory group
composed exclusively of rather conservative professors (includ-
ing an SVR member who also sits on the supervisory board of
an energy company and serves as co-editor of a media portal)
speaks to a debate culture in reverse gear. The economics min-
ister’s plan to outsource in-house responsibilities to external con-
sultants likewise suggests that she is less interested in argument
than in endorsement. One might well ask who will be selected
for this advisory work — to say nothing of the costs.

None of this should be misconstrued as criticism of the SVR’s
new member, the renowned Austrian economist Gabriel Felber-
mayr. On the contrary: as a specialist in international trade and
geopolitics, he is exceptionally well suited to the role in an era
shaped by a Trumpian world order. | invited him some time ago
to speak at an LBBW Research symposium, and he enriched the
discussion enormously. But that does not make the treatment of
his predecessor any better.
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Disclaimer:

This publication is addressed exclusively at recipients in the EU, Switzerland, Liechtenstein and the
United Kingdom.

This report is not being distributed by LBBW to any person in the United States and LBBW does not
intend to solicit any person in the United States.

LBBW is under the supervision of the European Central Bank (ECB), Sonnemannstralte 22, 60314
Frankfurt/Main (Germany) and the German Federal Financial Supervisory Authority (BaFin), Graurhein-
dorfer Str. 108, 53117 Bonn (Germany) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany).

This publication is based on generally available sources which we are not able to verify but which we
believe to be reliable. Nevertheless, we assume no liability for the accuracy and completeness of this
publication. It conveys our non-binding opinion of the market and the products at the time of the editorial
deadline, irrespective of any own holdings in these products. This publication does not replace individual
advice. It serves only for informational purposes and should not be seen as an offer or request for a
purchase or sale. For additional, more timely in-formation on concrete investment options and for indi-
vidual investment advice, please contact your investment advisor.

We retain the right to change the opinions expressed herein at any time and without prior notice. More-
over, we retain the right not to update this information or to stop such updates entirely without prior
notice.

Past performance, simulations and forecasts shown or described in this publication do not constitute a
reliable indicator of future performance.

The acceptance of provided research services by a securities services company can qualify as a benefit
in supervisory law terms. In these cases LBBW assumes that the benefit is intended to improve the
quality of the relevant service for the customer of the benefit recipient.

Additional Disclaimer for recipients in the United Kingdom:

Authorised and regulated by the European Central Bank (ECB), Sonnemannstralle 22, 60314 Frank-
furt/Main (Germany) and the German Federal Financial Supervisory Authority (BaFin), Graurheindorfer
Str. 108, 53117 Bonn (Germany) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany). Authorised
by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and
limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by
the Prudential Regulation Authority are available from us on request.

This publication is distributed by LBBW to professional clients and eligible counterparties only and not
retail clients. For these purposes, a retail client means a person who is one (or more) of (i) a client as
defined in point (7) of Article 2(1) of the UK version of Regulation (EU) 600/2014 which is part of UK law
(UK MIFIR) by virtue of the European Union (Withdrawal) Act 2018 (EUWA) who is not a professional
client (as defined in point (8) of Article 2(1) of UK MIFIR); or (ii) a customer within the meaning of the
provisions of the Financial Services and Markets Act 2000 (as amended, the FSMA) and any rules or
regulations made under the FSMA (which were relied on immediately before the 31 December 2020 (IP
completion day)) to implement Directive (EU) 2016/97 on insurance distribution, where that customer
would not qualify as a professional client, as defined in point (8) of Article 2(1) of UK MiFIR; or (iii) not a
qualified investor as defined in the UK version of Regulation (EU) 2017/1129 on the prospectus to be
published when securities are offered to the public or admitted to trading on a regulated market, which
is part of UK law by virtue of the EUWA (the UK Prospectus Regulation).

This publication has been prepared by LBBW for information purposes only. It reflects LBBW's views
and it does not offer an objective or independent outlook on the matters discussed. The publication and
the views expressed herein do not constitute a personal recommendation or investment advice and
should not be relied on to make an investment decision. The appropriateness of a particular investment
or strategy will depend on an investor’s individual. You should make your own independent evaluation
of the relevance and adequacy of the information contained in this publication and make such other
investigations as you deem necessary, including obtaining independent financial advice, before partici-
pating in any transaction in respect of the financial instruments referred to this publication herein.

Under no circumstance is the information contained within such publication to be used or considered as
an offer to sell or a solicitation of an offer to buy any particular investment or security. Neither LBBW nor
any of its subsidiary undertakings or affiliates, directors, officers, employees, advisers or agents accepts
any responsibility or liability whatsoever for/or makes any representation or warranty, express or implied,
as to the truth, fullness, accuracy or completeness of the information in this publication (or whether any
information has been omitted from the publication) or any other information relating to the, whether
written, oral or in a visual or electronic form, and howsoever transmitted or made available or for any
loss howsoever arising from any use of this publication or its contents or otherwise arising in connection
therewith.

The information, statements and opinions contained in this publication do not constitute or form part of
a public offer. LBBW assumes no responsibility for any fact, recommendation, opinion or advice con-
tained in any such publication and expressly disclaims any responsibility for any decisions or for the
suitability of any security or transaction based on it. Any decisions that a professional client or eligible
counterparty may make to buy, sell or hold a security based on such publication will be entirely their
own and not in any way deemed to be endorsed or influenced by or attributed to LBBW.

LBBW does not provide investment, tax or legal advice. Prior to entering into any proposed transaction
on the basis of the information contained in this publication, recipients should determine, in consultation
with their own investment, legal, tax, regulatory and accounting advisors, the economic risks and merits,
as well as the legal, tax, regulatory and accounting characteristics and consequences, of the transac-
tion.
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