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EUROZONE
Ana Boata The PMI indexes suggest that business activity in the Eurozone
Phone +33.1.84.11.48.73 is expected to remain weak in Q1 2019. Growth should mainly
ana.boata@eulerhermes.com come from the services sector where optimism is growing. This

confirms our view that domestic demand should remain
» Amanz cecearch resilientin 2019, supported by higher puchasing power and a
https://twitter.com/AllianzResearch positive fiscal impulse. Overall, we expect GDP growth to
rebound slightly in H2 2019, bringing the annual figure to
+1.3%, the first time below potential in four years.

February PMI indexes showed that business activity in the Eurozone remained
weak, suggesting GDP will grow by +0.2% q/q at best. For the Eurozone as a
whole, the Manufacturing PMI deteriorated further to 49.2 from 50.5 in January,
putting it in contractionary territory for the first time since 2013. However, the
Services PMI surprised positively as it rebounded to 52.3 from 51.2 in January.
Overall, this brought the Composite to 51.4, relatively stable from January.

Composite PMIs in both Germany and France improved slightly, thanks to
better prospects in the Services sector in the former and in both the Services
and Manufacturing sectors in the latter. The Manufacturing PMI in Germany
slipped further into contraction (47.6 from 49.7 in January) on the back of the
strongest contraction in six years in export orders, with companies reporting
the US-China trade dispute and weakness in the auto sector as main concerns.
Elsewhere in the region, output growth continued to slow in both sectors.

In this period of soft landing, corporate buffers are important to look at to see if
there is scope for resilience. When looking at (i) turnover growth, it remains at
relatively high levels (5% on average), albeit decelerating; (ii) margins are
expected to stabilize, thanks to low oil prices and no additional pressures on
wages, and (iii) reasonable turnover growth and stable margins should allow
for sustainable debt and a continuation in investment plans, even if at a slower
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pace. Hence, business confidence should continue to improve in the coming
months, even if there are little chances for it to recover to levels seen in 2018: 55
and 54.5 on average for the Manufacturing and Services sectors, respectively.

Overall, we expect Eurozone growth to remain weak in H1 before sligh tly
rebounding in H2, thanks to three main factors. First, stable inflation, coupled
with soft growth, should trigger a dovish bias by the ECB and keep monetary
conditions very accommodative. Second, the fiscal impulse should be positive,
thanks to higher government spending in Germany, France and Italy. Third, the
uncertainty “put” that cut half of a percentage point off Eurozone growth in
2018 should progressively fade away as we expect a resolution to the trade
conflict between the US and China, an extension of Article 50 in the UK, which
should avoid a disorderly Brexit, no significant escalation in tensions between
Italy and the EU and a slight comeback in growth in France, allowing for better
household confidence.

In 2019, as a whole, we expect GDP growth at +1.3%, from +1.8% last year.
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ABOUT ALLIANZ

The Allianz Group is one of the world's leading insurers and asset managers with more than 86 million retail and
corporate customers. Allianz customers benefit from a broad range of personal and corporate insurance services,
ranging from property, life and health insurance to assistance services to credit insurance and global business
insurance. Allianz is one of the world’s largest investors, managing over 660 billion euros on behalf of its insurance
customers while our asset managers Allianz Global Investors and PIMCO manage an additional 1.4 trillion euros of
third-party assets. Thanks to our systematic integration of ecological and social criteria in our business processes and
investment decisions, we hold the leading position for insurers in the Dow Jones Sustainability Index. In 2017, over
140,000 employees in more than 70 countries achieved total revenue of 126 billion euros and an operating profit of

11 billion euros for the group. These assessments are, as always, subject to the disclaimer provided below.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The statements contained herein may include prospects, statements of future expectations and other forward -looking
statements that are based on management's current views and assumptions and involve known and unknown risks
and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in such
forward-looking statements. Such deviations may arise due to, without limitation, (i) changes of the general economic
conditions and competitive situation, particularly in the Allianz Group's core business and core markets, (ii)
performance of financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and
severity of insured loss events, including from natural catastrophes, and the development of loss expenses, (iv)
mortality and morbidity levels and trends, (v) persistency levels, (vi) particularly in the banking business, the extent
of credit defaults, (vii) interest rate levels, (viii) currency exchange rates including the euro/US-dollar exchange rate,
(ix) changes in laws and regulations, including tax regulations, (x) the impact of acquisitions, including related
integration issues, and reorganization measures, and (xi) general competitive factors, in each case on a local,
regional, national and/or global basis. Many of these factors may be more likely to occur, or more pronounced, as a
result of terrorist activities and their consequences.

NO DUTY TO UPDATE

The company assumes no obligation to update any information or forward-looking statement contained herein, save
for any information required to be disclosed by law.
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