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The next federal election will be held on 22 September. Two months before this 
election, we provide a guide to the mechanics of this process 
German federal election law has been changed numerous times, most recently 
in May 2013. The current mechanism is a mix of direct (first past the post) and 
proportional representation.  

The size of the German parliament (the Bundestag) is not fixed 
Although the Bundestag has a target number of 598 seats, the election 
mechanism virtually guarantees that the actual number of deputies can be 
substantially higher, particularly under the new election law. 

The complexity of the process arises from the combination of party and federal 
elements 
Election law in Germany attempts to reconcile a number of potentially 
contradictory elements: direct representation of local candidates, a strong role 
of political parties including proportional representation, and the federal 
structure of the republic. Variability of the number of seats in the Bundestag is 
used to reconcile these elements. 

The new law removes some distortions that currently favour CDU and CSU 
A particular feature of the German election system is the so-called overhang 
mandates. These arise when a party wins more direct mandates in a given 
Land than its share of proportional representation seats. Currently, all 
overhang mandates are held by CDU and CSU. The German constitutional 
court has criticised the distortions caused by these mandates and the new law 
largely eliminates their impact on the overall seat distribution. This will also 
affect election strategies. 

This report deals mostly with technical questions 
Our colleagues in DB Research published a comprehensive report on party 
policies on 4 January (Barbara Böttcher, Klaus Deutsch: ‘Germany at the polls 
– The 2013 elections and the future of the euro’). 
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German election law 

Basic elements 

Germany is a federal republic that has a long tradition of relatively stable 
political parties that in some cases have survived wars. As a result, German 
electoral law reflects these two elements to a degree that is unusual in other 
countries. At the same time, it should be noted that incumbent parties have 
the same interest as elsewhere in protecting the parliament from new entrants. 
Some elements of the election process therefore create systematic biases in 
favour of large parties.  

The German parliament, the Bundestag, nominally has 598 seats, half of which 
(299) are direct mandates, i.e., filled by relative majority elections in 299 
electoral districts. To stand for the Bundestag on a direct mandate is open to 
citizens regardless of party affiliation, and there are no quorum requirements to 
enter parliament for candidates who win a direct mandate. Each voter in 
Germany has two votes, the first of which is used for the allocation of the 
direct mandates, the second one is used for proportional representation. This 
second vote can go to a different party than that represented by the candidate 
receiving the first vote.  

The second vote and the remaining 299 or more seats are used to achieve 
proportional representation whilst also preserving a federal element in the 
election. The way in which this is done has changed over time but the core 
mechanism to achieve this is the existence of so-called Lander lists, which are 
lists of candidates put forward parties in the various Lander. The overall 
composition of the Bundestag is constructed so as to achieve a distribution of 
seats that reflects the relative share of second votes received by each party. 

Germany has a 5% quorum for parties to receive a seat allocation under the 
proportional representation system. Only parties that receive at least 5% of the 
valid votes, or those that achieved at least three direct mandates (see above) 
will receive seats under this system. This clause is fairly uncontroversial in 
Germany because the experience of the Weimar Republic suggested that it 
would be best to have a smaller number of large parties in parliament rather 
than risk constantly shifting alliances of splinter parties1. Note that it is very 
hard for a small party to achieve three direct mandates, although this has 
happened in the past. 

To find the final distribution of seats in the Bundestag, certain seats are first 
removed from the target 598 seats. These are those seats allocated to direct 
mandates that have gone to candidates not representing a party (independents, 
and candidates from parties that failed the 5% hurdle). The remaining seats are 
then allocated by population to each of the German Lander. Within this 
allocation per Land, the seats are then allocated by the relative share of second 
votes. In this allocation, parties that achieved a higher number of direct 
mandates in a Land than the number of seats allocated by proportional 
representation retain all direct mandates. The difference between the number 
of direct mandates and proportionally allocated seats, if positive, is known as 
‘overhang mandates’. 

                                                           

1 The only (currently irrelevant) exception from the 5% rule is for parties that predominantly represent 
minorities. 
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In a last step, the size of parliament is increased to restore the relative number 
of seats to that given by the relative share of second votes but taking into 
account the overhang mandates of the previous step. In other words, if any 
party has overhang mandates, seats are added to the Bundestag to 
accommodate both those overhang mandates, and extra equalisation seats for 
the other parties to restore the proportional representation. If the new election 
law were applied to the 2009 results, there would be 671 deputies instead of 
the current 622. 

Drawbacks 

Pre-2013 
There were two features of the previous electoral law that were highly 
distorting. The first was that overhang mandates were taken as a given and 
not compensated for by extra seats for other parties. Although only half the 
seats of the Bundestag are filled via direct representation, CDU and CSU were 
able to win more than their proportional share in direct seats and as a result 
currently hold all 24 overhang mandates. These overhang mandates violate the 
principle of equal weights for the second votes (the CDU holds one seat per 
61,000 second votes received while the SPD holds one per 68,400). In its latest 
ruling on election laws, the German constitutional court therefore limited the 
maximum number of overhang mandates to 15 (2.5% of Bundestag seats). The 
second problem was negative vote weights which are now essentially 
eliminated. 

Current 
For outside observers (and arguably tax payers), the variable, and most likely 
larger, size of the Bundestag is a drawback because it makes it somewhat 
harder to predict the outcome of elections. That said, because the net result of 
the rather complex calculation above is that the relative share of seats in 
parliaments reflects the relative share of second votes more closely than in the 
past.  

It should be noted that the number of overhang seats would probably be lower 
if there was no breakdown by Land in the allocation of seats. For instance, the 
CDU in 2009 had a total of 173 direct and 173 proportional mandates. On a 
federal level, therefore, there would not be any overhang mandate. However, 
because the CDU did very well in some Länder, it accumulated 21 such extra 
seats. The new system does not reduce the number of overhang seats, it 
simply compensates them with extra seats for other parties. Overhang 
mandates will remain a feature of the Bundestag as long as a few strong 
parties can win a large number of direct mandates while second votes are 
distributed over a larger number of parties, including some smaller ones. 

The allocation on a per-Land basis can create a tighter constraint than the 5% 
quorum simply because some Länder have less than 20 seats. If votes were 
allocated directly on a federal level, this problem, which is essentially due to 
rounding, would be reduced. 

An interesting result of the new electoral law is that the first votes are now 
much less meaningful than in the past. Overhang mandates no longer increase 
the majority of the party that has them. Instead, the weight of the direct 
mandates is reduced because their number is fixed while overhang mandates 
lead to more seats being added to the Bundestag. This reduces the first vote to 
a chance to express a personal preference for the local candidate put forward 
in their electoral district, provided this candidate has a chance of winning the 
seat. The second vote can be used with the same weight to put a candidate of 
the same party into parliament, but that person may be chosen by the Land 
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association of the party and may therefore have less connection to the 
electoral district.  

The main power of the first vote, however, is that it can be used to bypass the 
5% quorum and general party focus of the German electoral system. Should an 
exceptionally popular individual be able to win a direct seat against the 
representatives of larger parties, this candidate can enter parliament without 
quorum requirements. Indeed, a small party with very strong local appeal can 
enter the Bundestag as a party, and in extremis even win faction status (5% of 
seats) on the back of three direct mandates. 
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Electoral strategy implications 

CDU and SPD 

The changes in electoral law, and especially the compensation for overhang 
mandates, mean that the direct mandates of large parties (CDU, SPD) mostly 
affect the total number of seats in the Bundestag. If a large party wins more 
direct mandates than proportional seats in a given land, the resulting overhang 
mandates will be compensated for by extra seats for the other parties. They 
therefore do not lead to a larger majority in the Bundestag (aside from 
rounding effects). Instead, these direct mandates will block candidate 
nominations from the Land list. 

In the 2009 election, the CDU filled its allocation of proportional seats 
completely with direct mandates in 8 out of the 15 Lander where it was 
competing. For the SPD, this situation was only present in Bremen and 
Brandenburg, elsewhere candidates from the Land lists were used to fill the 
allocation of proportional seats. However, the probability of entering the 
Bundestag on a list mandate is, by construction, higher in those countries 
where the party is less popular and wins less direct seats. 

Failure to nominate candidates from the Land lists removes an important 
incentive for politicians from large parties to engage in a regional and federal 
politics. Candidates need to hope to use federal office as a draw for voters or 
focus on local issues. Looking at the current cabinet, it is striking that only two 
ministers from the CDU do not have direct mandates (Ursula von der Leyen 
has a list mandate and Johanna Wanka does not have a Bundestag mandate). 
This would suggest that at least some voters use their first vote already with 
the federal parliament in mind, rather than with a view to local issues. Note 
that polls have shown that around half the German voters do not fully 
understand the meaning of their first and second votes. 

Vote sharing 
The changes in election law potentially create a higher number of list 
mandates, increasing the focus on vote sharing strategies.  

In the previous election law, CDU and SPD could, in Lander where they were 
likely to win a large number of direct mandates, encourage voters to give their 
second vote to a smaller potential coalition partner (FDP and Greens, 
respectively). The loss of second vote would not affect the number of 
Bundestag seats from that Land, while the gain of votes would help to get list 
candidates from the desired partner into the Bundestag. Comparing the 2009 
pre-election polls to the actual outcome suggests that the FDP in particular 
benefited from CDU voters who gave their second vote to the FDP in order to 
prevent a repeat of the grand coalition in place at the time. 

The new election law changes the relative importance of first and second votes 
in favour of the latter. It is therefore likely that the CDU in particular will be less 
inclined to encourage vote sharing. 

 

CSU 

The CSU won every available direct mandate in Bavaria in 2009. It will also 
have to contest Land elections a week before the federal election. From this 
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point of view, the main concern of the CSU will be voter turnout at the federal 
election to obtain a strong showing for the CDU/CSU caucus in the Bundestag. 

Greens and FDP 

On current polls, both Greens and FDP can only enter government as junior 
partners in a coalition government. Under the new election law, the chances of 
receiving the second votes of voters who give their first vote to the preferred 
larger coalition partner (SPD and CSU/CDU, respectively) have diminished (see 
previous section). This in turn discourages campaigning too much on a shared 
message. The junior parties therefore need to stress their own unique 
character and impress on voters the advantages of having more ministers from 
their party in a future cabinet. 

Die Linke 

Die Linke is highly unlikely to be invited to join a coalition government and will 
therefore campaign with the aim of being a strong opposition party. However, 
it should be noted that this party has 16 direct mandates (all in the former East) 
compared to only one for the Greens and none for the FDP. In this sense, Die 
Linke does compete as a locally strong party in parts of Germany. In those 
areas, it is a rival for the SPD on local issues. 

Others 

Parties such as Die Piraten or the anti-euro Alternative für Deutschland (AfD) 
do not have an obvious coalition partner and also do not have a realistic 
chance of winning direct mandates. Their election strategies are necessarily 
focused on voters who are willing to commit their second votes to a likely 
opposition party. While the Piraten have become embroiled in internal 
problems, the AfD might be able to attract voters on this basis. One important 
aspect of a Bundestag entry of the AfD is that as a caucus in the Bundestag, 
the AfD could use a new legal avenue to launch constitutional court cases 
against the euro rescue operations. Instead of attempting to win constitutional 
complaints (‘Verfassungsbeschwerden’), a Bundestag caucus can launch 
institutional complaints (‘Organstreit’). Constitutional complaints can be 
brought by any citizen but have been relatively unsuccessful when brought 
against the euro. Institutional complaints require standing but provide a larger 
scope for at least creating delays in the legislative process. Even in opposition, 
the AfD would therefore have substantial influence. 
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Current polls 

Opinion polls show some variability in their allocation to the individual parties 
but seen in a block structure, there is a fairly consistent share of 46% for 
CDU/CSU+FDP, and 38-39% for SPD+Greens. Depending on the result for 
other parties, CDU/CSU+FDP could on this basis be unable to form a majority 
in the Bundestag. It is also possible, although increasingly unlikely, that the 
FDP fails to clear the 5% hurdle on the federal level. There is therefore a 
substantial probability that CDU/CSU and SPD will again form a grand coalition. 
A higher share of votes going to parties that fail to clear the 5% hurdle would 
be conducive to an CDU/CSU+FDP government provided the FDP enters the 
Bundestag. 
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Important Disclosures 
 
Additional information available upon request 
        
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr 
 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition, 
the undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation 
or view in this report. Alexander Duering 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

2. Short-Term Trade Ideas 
Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are 
consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the 
SOLAR link at http://gm.db.com. 

3. Country-Specific Disclosures 

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the 
meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively. 
Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and 
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is 
indirectly affected by revenues deriving from the business and financial transactions of Deutsche Bank. In cases where 
at least one Brazil based analyst (identified by a phone number starting with +55 country code) has taken part in the 
preparation of this research report, the Brazil based analyst whose name appears first assumes primary responsibility for 
its content from a Brazilian regulatory perspective and for its compliance with CVM Instruction # 483. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at 
http://www.globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. 
Registration number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau 
(Kinsho) No. 117. Member of associations: JSDA, Type II Financial Instruments Firms Association, The Financial Futures 
Association of Japan, Japan Investment Advisers Association. This report is not meant to solicit the purchase of specific 
financial instruments or related services. We may charge commissions and fees for certain categories of investment 
advice, products and services. Recommended investment strategies, products and services carry the risk of losses to 
principal and other losses as a result of changes in market and/or economic trends, and/or fluctuations in market value. 
Before deciding on the purchase of financial products and/or services, customers should carefully read the relevant 
disclosures, prospectuses and other documentation. "Moody's", "Standard & Poor's", and "Fitch" mentioned in this 
report are not registered credit rating agencies in Japan unless "Japan" or "Nippon" is specifically designated in the 
name of the entity. 
Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may 
from time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank 
may engage in transactions in a manner inconsistent with the views discussed herein. 
Russia: This 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. 

Risks to Fixed Income Positions 

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 that 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 the liquidation of positions), and 
settlement issues related to local clearing houses are also important risk factors to be considered. 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. It is important to note that 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. It is 
also important to acknowledge that funding in a currency that differs from the currency in which the coupons to be 
received are denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options 
in addition to the risks related to rates movements. 
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