
Autumn 
Economic 
Outlook 2024-26: 
The great 
balancing act
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Inflation and economic activity surprised on the 
downside, initiating a faster monetary easing cycle

Democrats overtook Republicans in the polls

Sources: Citi, LSEG Datastream, Allianz Research
Notes: Citi Economic Surprise index on the x-ŀȄƛǎ ŀƴŘ !ǳƎǳǎǘ ƛƴŦƭŀǘƛƻƴ ǾŜǊǎǳǎ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ 
on the y-axis.

Sources: RealClearPolitics, LSEG Datastream, Allianz Research
* Chart also shows Joe Biden polls until he dropped out in July and gave way to Kamala Harris.
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US labor market points to increasing risks as the 
unemployment rate slowly edges up

%

Recessions usually started when the yield curve normalizes, 
but this time should be different

pp

Sources: LSGE Datastream, Allianz Research
Sham rule = three-month average of the unemployment rate ς12-month low. When it rises above 0.5 
p.p. the rule predicts the early stage of a recession. 

Sources: LSGE Datastream, Allianz Research
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Political uncertainty world map with upcoming general elections in 2024-26

Ongoing 
geopolitical 
conflicts in 

Russia-Ukraine, 
Middle east 

and tensions in 
the South-

China-Sea and 
Taiwan. 

Our Baseline: 
No further 
significant 
escalation.

France and UK 
still on the 
watch list



Global real GDP growth (%)
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Sources: LSEG Datastream, Allianz Research

European growth catches up with 
the US sequentially

GDP growth, q/q in %
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Policy continuity (50%)
Trump ςcontained 
trade war (25%)

Trump ςdisruptive 
trade policy (20%)

Moderate fiscal tightening ; tariff hikes 
concentrated on China.

Contained trade war (US effective tariff 
rate to 4.5%) ; stepped-up boarder 

controls on imports ; moderate fiscal 
expansion funded by customs receipts

Full-blown trade war (US effective tariff rate 
to 12%) ; stepped-up border controls on 

imports fiscal expansion funded by customs 
receipts, but weaker economy increase 

deficits

Economic indicators Unit 2023 2024 2025 2026 2025 2026 2025 2026

Real GDP growth % 2.5 2.6 1.7 2.2 1.2 1.9 0.3 1.6

Inflation % 4.1 2.9 2.2 2.2 2.8 2.9 3.4 3.0

Fiscal deficit % of GDP 6.2 5.8 6.2 5.4 6.5 5.9 7.2 6.6

Fed policy rate % (eop) 5.50 4.50 3.50 3.50 4.50 4.00 4.75 2.75

Market indicators Unit 2023 2024 2025 2026 2025 2026 2025 2026

10y Treasury rate % 3.87 3.90 3.70 3.70 4.30 4.00 4.40 3.40

IG ςCorp. spread bps 104 100 90 85 110 90 200 160

HY ςCorp. spread bps 334 330 320 310 360 330 600 450

S&P 500 ytd% 26 13 8 9 7 12 -15 10
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ΧǿƛǘƘ ŦƛǎŎŀƭ ŀŘƧǳǎǘƳŜƴǘ ǊŜǉǳƛǊŜŘ ǿŜƛƎƘƛƴƎ ƻƴ ŎƻǳƴǘǊƛŜǎΩ 
growth to around -0.3pps per year

% of GDP

Sources: LSEG Datastream, IMF, EC AMECO, Allianz Research. Sources: LSEG Datastream, Allianz Research. 

Excessive Deficit Procedure has been launched for FR, IT, 
.9 ŘǳŜ ǘƻ ōǊŜŀŎƘŜǎ ǘƻ ǘƘŜ ƴŜǿ 9¦ ŦƛǎŎŀƭ ǊǳƭŜǎΧ

(% of GDP)
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/ƻǊǇƻǊŀǘŜ ǘŀȄ ƘƛƪŜǎ ŀǊŜ ƳƻǊŜ ƭƛƪŜƭȅΧ 
Personal and corporate income tax, % of GDP

ΧǘƘŀƴ ǎǇŜƴŘƛƴƎ Ŏǳǘǎ
Government expenditures and revenues, % of GDP 

Sources: LSEG Datastream, Allianz Research. 
Sources: LSEG Datastream, Allianz Research.
Note: 2022 is the latest available data
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Quantitative tightening flushes more than 3pp of 
debt/GDP per year to investors

ECB holdings of sovereign debt in % of GDP

Domestic investors, attracted by high yields continue to 
fill the gap

Italian government bond flows, EUR bn

Sources: ECB, LSEG Datastream, Allianz Research Sources: LSEG Datastream, Allianz Research
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wŜŀƭ ǿŀƎŜ ƎǊƻǿǘƘ ǊŜǾƛǾŜ ŎƻƴǎǳƳŜǊǎΩ ǇǳǊŎƘŀǎƛƴƎ ǇƻǿŜǊ
Real wage growth, y/y in %

But excess savings continue to build up in Eurozone 
countries amid subpar confidence

Excess savings, % of GDP

Sources: LSEG Datastream, Allianz ResearchSources: LSEG Datastream, Allianz Research 
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Consumer spending has favored services over goods
Aggregate US, UK, France, Germany - y/y in %

Amid high inflation, services sales in volume start to stall
Index, Q1 2019=100

Sources: LSEG Datastream, Allianz Research Sources: LSEG Datastream, Allianz Research
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Large volumes of durables bought in 2020-нлнмΧ
Index, 100 = Q1 2018

ΧŎƻǳƭŘ ōŜ ǳǇ ŦƻǊ ǊŜǇƭŀŎŜƳŜƴǘ
Life of span in years

Sources: LSEG Datastream, Allianz Research Sources: various sources, Allianz Research
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Inventories have decelerated quite substantially
Change in inventories, USD millions 4Q cumulative

Sources: LSEG Datastream, Allianz Research Sources: LSEG Refinitiv, Allianz Research
Note: the scope is global 
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Which allowed most sectors to grow in Q2



Global trade growth recovering but to remain 
below long-term average

Export orders improve for most sectors, especially those 
with low inventories

PMI New export orders Aug. 23 (y-axis) vs Aug.24 (x-axis)

Sources: LSEG Datastream, Allianz Research
Sectors with markers in red have low inventories (PMI Stock of finished goods < 50)
Sources: S&P Global, Bloomberg, Allianz Research
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The global trade recovery supports the manufacturing 
sector, particularly in Asia and the Middle East

Regional Manufacturing PMIs

Sources: LSEG Datastream, S&P Global, Allianz Research

Trade outlook remains very uncertain, depending on the 
US trade policy from 2025

% change relative to projected level, first year of tariff hikes implementation

Note: this scenario assumes tariffs on China are increased to 60% and tariffs on many other countries 
are increased to 10%, on all goods that are not critical dependencies. Most countries also retaliate with 
tariff hikes on imports from the US. 
Sources: Oxford Economics model, Allianz Research
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Eurozone fixed capital investment fell to 7% below pre-
pandemic levels and far behind peers

Gross fixed capital formation index 100 = Q4 2019

Sources: LSEG Datastream, Allianz Research

5ǊŀƎƘƛΩǎ ǊŜǇƻǊǘΥ wŜŘǳŎŜ ǊŜƎǳƭŀǘƛƻƴ ǘƻ ōƻƻǎǘ ƛƴǾŜǎǘƳŜƴǘ

Sources: various, Allianz Research

Boost investmentsin decarbonization, digital innovation, and 
infrastructure to 5% of GDP to maintain global competitiveness

Bridge the innovationgap with higher investments in R&D and pivot 
on a tech strategy to bring technology to the market

Decarbonizationwith affordable green tech and consistent energy 
strategy - invest in grids and decouple fossil from clean energy prices 

Reduce economic and security dependenciesby redesigning value 
chains, improving joint procurement, and allowing select mergers

Less with more focus:streamline regulations, unify industrial policy, 
address fragmented capital markets and financial systems, focus on 
emerging sectors that drive future innovation and competitiveness
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German labor productivity has never been that low 
for such a long time

y/y %

German companies lost competitiveness 
abroad and at home

CƛǊƳΩǎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ƻǿƴ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎΣ ƴŜǘ ōŀƭŀƴŎŜ

Sources: LSEG Workspace, Allianz Research Souces: ifo institute economy survey, Allianz Research
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Inflation forecasts, % Approaching central bank targets in 2025
Quarterly inflation rates, y/y %

Sources: LSEG Datastream, Allianz Research
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Oil prices to remain expensive despite lower demand
average price in USD/bbl

Gas prices in Europe lower but energy crisis not over 
average price in EUR/MWh

Sources: LSEG Datastream, Allianz Research Sources: LSEG Datastreram, Allianz Research
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Wholesale power prices are rising in Europe on the back 
of weather and geopolitics related worries

Jan 21=100, monthly averages

This rise can partly translate into consumer prices as 
governments start fiscal consolidation

EUR/kwh

Sources: LSEG Datastream, Allianz Research Sources: Bruegel, Eurostat, Allianz Research
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Slower wage growth to eventually push down service 
inflation, while falling oil prices ease energy prices

Inflation contributions, %

Output prices in the services sector suggest further 
inflation deceleration ahead

PMI services output prices, index

Sources: LSEG Datastream, Allianz Research
Sources: S&P Global (PMI survey), Allianz Research
Note: when the PMI indicator is below 50 it suggests a fall of the indicator in the months ahead

Forecast
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Nominal wage growth to 
normalize by 2025 

quarterly y/y in %

Unemployment rates edge up in the US but remain 
stable in Europe
Unemployment rates, %

Sources: LSEG Datastream, Allianz Research
Sources: LSEG Datastream, Allianz Research
Note: Data indicated is the forecast for 2025
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Sources: S&P, Allianz Research Sources: S&P, Allianz Research as of 15th Sep.
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About 50% of sectors are positive regarding employment 
prospects 

% of global sectors with Employment PMI above 50

Food, Auto, Materials & Machinery and equipment seem 
to be hoarding labour 



The Fed caught up in the easing cycle race with an initial 
50bp cut, to be followed by gradual 25bp cuts

%

ECB accelerated QT in July while 
the Fed decelerated

bn USD, EUR, GBP (RHS)

Sources: LSEG Datastream, Bloomberg, Allianz Research

Sources: LSEG Datastream, Allianz Research
Notes: TheECBannouncedto stop full reinvestmentof its PEPPprogramfrom July2024 onwards
effectivelyincreasingQTfrom aroundEUR28bn per month to EUR35bn and to EUR40bn from 2025.
TheFedannouncedto limit its monthly runoff from currentlyUSD95bn to USD60bn per month from
June2024 onwardswith the cap on Treasurieslowered from 60 to 25bn. The BOEconfirmed in
Septembera continuousrun-off of aroundGBP8bn per month.

©
 A

lli
a

n
z 

2
0

2
4

https://www.ecb.europa.eu/press/pr/date/2023/html/ecb.mp231214~9846e62f62.en.html
https://www.federalreserve.gov/newsevents/pressreleases/monetary20220504b.htm


Portfolio inflows to pick-up again with Western central 
ōŀƴƪǎ ŎǳǘǘƛƴƎ ǇƻƭƛŎȅ ǊŀǘŜǎ ŦŀǎǘŜǊ ǘƘŀƴΧ

Monthly foreign portfolio flows by region, USD bn

ΧƳƻǎǘ ƳŀƧƻǊ 9a ŎŜƴǘǊŀƭ ōŀƴƪǎΣ ǿƘƛŎƘ ŀǊŜ ǎƭƻǿƭȅ ƭƻǿŜǊƛƴƎ 
their policy rates (Brazil being an exception)

%, dotted lines refer to AZR forecasts

Sources: IIF, LSEG Datastream, National sources, Allianz Research. Currency composition of the debt 
varies widely across selected countries. Loans and other debt instruments not included.

Sources: LSEG Datastream, Allianz Research. As of September 2024.
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Carry erosion and USD weakening favors Asian and CEE 
FX; LatAmunderperforms

YTD performance in FX of selected EM currencies, %

Hard currency sovereign debt issuances slowed down but 
2024 already better than 2022 and 2023

rolling 6-month sum

Sources: LSEG Datastream, Allianz Research. Data as of 11/09/2024
Note: BOJ raised policy rate from 0-0.1% to 0.25% on 31/07/24

Sources: Bloomberg, LSEG Datastream, Allianz Research.
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2025 business insolvencies forecasts, 
changes and levels

Major insolvencies by sector, H1 2024
number of cases (x axis) and average turnover (y axis, EURmn)

Sources: national statistics, Allianz Research
(*) Firms with an annual turnover exceeding EUR50mn
Sources: Allianz Trade business units
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Excess savings is close to being depleted
USD bn

Immigration slowdown softens job creations
000s

Source: LSEG Workspace, Allianz Research Source: US CBP, LSEG Workspace, Allianz Research
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Note: We highlight the most important measures. Please note that the colors refer to the economic impact on the US economy.
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Fiscal consolidation, rebound in trade, higher real wages 
and pent-up investment to drive growth

Quarterly GDP components growth contributions, in %

Leading indicators reflect ongoing weakness in domestic 
demand but are improving from low levels

GDP growth, in % and index

Source: LSEG Datastream, Allianz Research
Notes: Domestic Demand is defined as GDP-Net exports contribution.

Source: LSEG Datastream, Allianz Research
Notes: Median leading indicator is the median of several normalized leading indicators 
(Z-scores) such as PMIs, change in credit demand, economic sentiment, consumer 
confidence
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DŜǊƳŀƴȅΩǎ Ƴǳƭǘƛ-year stagnation drags down 
the entire Eurozone

GDP index, 100=2019 Q1

The Eurozone still enjoys record low unemployment, but 
productivity fell back to 2017 levels

Unemployment rate in % and productivity in thousand EUR

Sources: LSEG Datastream, Allianz Research Sources: LSEG Datastream, Allianz Research
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Austerity could prolong 
recession risks

% of GDP and pp

Activity still declining even though GVA shows greater 
signs of life in manufacturing than IP 

Index 100=2017

Sources: LSEG Workspace, Allianz Research
Note: Fiscal stance (r-g) is calculated as the difference between the interest rate ratio and the potential 
growth rate, which translates into the change in GDP growth in pp from fiscal spending by using a fiscal 
multiplier of 1.

Souces: LSEG Workspace, Allianz Research
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The credit impulse is improving and should turn positive 
at the turn of the year

%

We expect 0.4% GDP of fiscal consolidation per year in 
2025-26

% of GDP

Source: LSEG Workspace, Allianz Research Source: LSEG Workspace, Allianz Research
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