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GLOBAL ECONOMIC OUTLOOK

Economic outlook 2024-26: The great Allianz @
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Steady (not stellar) global growth ahead at +2.8% until 2026, in line with the long-term average. The US economy is slowing but will remain the main support to the global economy in 2024.
Momentum is gradually building in Europe but will be weak in Ching, given the absence of major stimulus.

Recession risks in the US are rising but the economy is still within the range of a soft landing helped by strong household finances, a rising trend in manufacturing investment and its technology
sector. However, US consumption is expected to slow further next year, in line with the slowdown of earnings growth. In Europe, leading indicators still show recession risks but are improving from low
levels.

It’s austerity time (again). The fiscal consolidation ahead will be the big elephant in the room as it will represent a drag on GDP growth of around -0.3pp on average until 2027 in both US and Europe.
Tax hikes, mainly on corporates, are more likely than spending cuts. In addition, quantitative tightening (QT) will transfer more than 3pps of debt/GDP per year to investors in Europe.

Inflation should reach the 2% target in H1 2025, allowing for a strong(er) easing cycle ahead. Inflation surprised on the downside during the summer, and we expect sticky services inflation to soften
slowly, driven by decelerating wages, while energy and goods will continue to drag inflation down. Qil prices should remain below 80 USD/bbl in 2025-26 in the absence of a stronger recovery in
demand and no supply shock. Gradual central bank easing should continue until terminal rates are reached next year, with the Fed cutting down to 3.5%, the ECB to 2.25% and the BoE to 3.0%.
Emerging market central banks will cautiously proceed with their easing cycles as portfolio inflows should pick up again on more favorable interest rate differentials.

Real wage growth revives consumers’ purchasing power, but excess savings continue to build up in Eurozone countries amid subpar confidence. Consumer spending has favored services over
goods, but amid high inflation, services sales in volume have started to slow. Some durable goods are likely to be replaced in the next quarters, especially in Europe, in line with the replacement cycle.
Nominal wage growth is set to normalize by 2025 in line with the cooling down of labor markets once some corporates (mainly in food, auto, materials, and machinery & equipment) reduce labor
hoarding.

Restocking has started and is likely to be a tailwind for the global trade recovery. H1 confirmed the exit from 1.5 years of trade recession, and we expect the recovery to be more sustained going
forward, along with the rebound in consumption. Overall, we expect global trade to increase by around +3% in 2025-26 in volume terms, but to remain below the long-term average.

Corporates are recovering by digging into inventories. Revenues and earnings growth in Q2 were fueled by corporate destocking. The Europe-US divide persists; despite a slight improvement in
corporates’ financials in Q2, Eurozone fixed capital investment fell to 7% below pre-pandemic levels and far behind peers such as the US and the UK. Major insolvencies continued to accelerate, mainly
in retail, construction and services. Overall, we expect business insolvencies to rise by +10% in 2024 and by +1% in 2025.

Capital markets remain under the spell of central banks. Markets are now pricing a strong policy rate cutting cycle for most Western central banks, dragging long-term government bond yields lower
while providing some tailwinds to riskier investments, with government bond spreads in Southern Europe narrowing further. As we see less easing by the Fed and the ECB compared to market pricing,
we do not see long-term yields falling below current levels in the near term.

Risky assets at the mercy of political uncertainty. After a relatively weak Q2 earnings season, which has partially deflated some market imbalances (e.g. Al boom), market participants have quickly
lowered expectations for corporates’ growth capabilities. Nevertheless, decent single-digit earnings and revenue growth paired with declining financing rates should help maintain a decent single-digit
return profile over the next three years. However, still elevated (geo)political uncertainty will keep investors awake as periods of heightened volatility are to be expected.

Geopolitical tensions pose downside risks to our scenario with a potential surge in US protectionism if Donald Trump wins the US elections, along with high political uncertainty in major European
countries (France, Germany, Belgium, Netherlands...) as well as the ongoing conflicts in Russia-Ukraine and the Middle East and tensions in the South-China-Sea and with Taiwan. Overall, our
downside scenario translates to -1.5pp lower global growth and +1pp higher inflation, which would keep interest rates higher for longer.
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What have we learned during summer? 1/2

Inflation and economic activity surprised on the
downside, initiating a faster monetary easing cycle
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Democrats overtook Republicans in the polls
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What have we learned during summer? 2/2

US labor market points to increasing risks as the Recessions usually started when the yield curve normalize:

unemployment rate slowly edges up but this time should be different
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Sources: LSGE Datastream, Allianz Research
Sham rule = threenonth average of the unemployment ratgl2-month low. When it rises above 0.5 Sources: LSGE Datastream, Allianz Research
p.p. the rule predicts the early stage of a recession. 5
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Geopolitical risk will continue to weigh on the
economic outlook

Political uncertainty world map with upcoming general elections in 224
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Steady (not stellar) global growth ahead

Global real GDP growth (%)

Growth (yearly %) 2022 2023 2024f 2025f

Germany
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Russia -1.3 3.7
Tarkiye

China 3.0 53 5.0 43
Japan 12 1.8 -0.0 1.2
India 6.5 7.8 7.0 6.4

Saudi Arabia 7.5 -0.8 14 43

South Africa 1.9 0.7 1.2 1.7
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European growth catches up with

the US sequentially
GDP growth, g/gin %
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US elections: Trumponomics vs Harrinomics
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What a Trump government would mean for
the economy and capital markets in the US
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Trumpg contained Trumpg disruptive
trade war (25%) trade policy (20%)
- Fulkblown trade war (US effective tariff rat

Contained trade war (US effective tar 10 12%) : steppedp border controls on
Moderate fiscal tightening ; tariff hike  rate to 4.5%) ; steppedp boarder . o), STePpPedp.
imports fiscal expansion funded by custor

concentrated on China. controls on imports ; moderate fiscal . )
. : receipts, but weaker economy increase
expansion funded by customs receipts

Policy continuity (50%)

deficits
Economic indicator:  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 54 6.5 5.9 7.2 6.6
Fed policy rate % €op) 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¢ Corp. spread bps 104 100 90 85 110 90 200 160
HY¢ Corp. spread bps 334 330 320 310 360 330 600 450
S&P 500 ytd% 26 13 8 9 7 12 -15 10

Sources: LSEG Datastream, Allianz Research
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It's austerity time (again)!
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Austerity likely to be achieved through higher taxes
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Despite fiscal tightening, investors must buy
significant amounts of sovereign debt from the ECB

Quantitative tightening flushes more than 3pp of Domestic investors, attracted by high yields continue to
debt/GDP per year to investors fill the gap
ECB holdings of sovereign debt in % of GDP Italian government bond flows, EUR bn
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Consumers: Reckoning time soon?
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Sources: LSEG Datastream, Allianz Research Sources: LSEG Datastream, Allianz Research
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Consumer: Rebalancing between goods & services
spending to come ?

Consumer spending has favored services over goods  Amid high inflation, services sales in volume start to stall

Aggregate US, UK, France, Germayly in % Index, Q1 2019=100
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Sources: LSH®atastream Allianz Research Sources: LSHGatastream Allianz Research
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Some durable goods are likely to be replaced in
the next quarters especially in Europe

Large volumes of durables bought in 28201 H M X XO2dzZZ R 0SS dzLJ F2 NJ NBLJ
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Sources: LSH®atastream Allianz Research Sources: various sources, Allianz Research
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Corporates are recovering by digging in inventories

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

Which allowed most sectors to grow in Q2
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Note: the scope is global
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Restocking a tailwind for global trade recovery

Global trade growth recovering but to remain Export orders improve for most sectors, especially those
below longterm average with low inventories
259 m Volume 309 - PMI New export orders Aug. 23xis) vs Aug.24 xis)
20% Price
-B-Value
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% 48 o o
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-5% 46 ] . PY Industrial Goods
o Construction ® @ Machingr
-10% Forest & Paper Ma:eric:ls I\gquiprr eﬁt& -
-15% 44 :
2013 2015 2017 2019 2021 2023 2025 44 46 48 50 52 <

Sectors with markers in red have low inventories (PMI Stock of finished goods < 50)

Sources: L SHithtastream Allianz Research Sources: S&P Global, Bloomberg, Allianz Research
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Exports are recovering, especially in EM Asia and
the Middle East

The global trade recovery supports the manufacturing  Trade outlook remains very uncertain, depending on the

sector, particularly in Asia and the Middle East US trade policy from 2025
Regional Manufacturing PMIs % change relative to projected level, first year of tariff hikes implementation
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50 .SV .5 0 0 N 7 A B Y- / ______________________________________ AN e R
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40 EM Europe (ex RU) . ||
—EM Asia (ex China) I. 3
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Middle East 25T §I252a = 235 5
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= S
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 3 g

Note: this scenario assumes tariffs on China are increased to 60% and tariffs on many other countrie:
Sources: LSHDatastream S&P Global, Allianz Research are increased to 10%, on all goods that are not critical dependencies. Most countries also retaliate wi

tariff hikes on imports from the US.

Sources: Oxford Economics model, Allianz Research
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The Eurozone needs to revive investment

: L o ) , o
Eurozone fixed c_apltal Investment feI_I to 7% below-pre ENF IKAO045 NELRNIY weRdzOS N
pandemic levels and far behind peers

Gross fixed capital formation index 100 = Q4 2019

Boostinvestmentsin decarbonization, digital innovation, and
120 infrastructure to 5% of GDP to maintain global competitiveness

110

/ Bridge theinnovation gap with higher investments in R&D and pivot
< on a tech strategy to bring technology to the market
100
Decarbonizatiorwith affordable green tech and consistent energy
90 strategy- invest in grids and decouple fossil from clean energy prices
—— UsS
EZ : : : _—
30 UK Reduce economic and securdgpendenciedy redesigning value
chains, improving joint procurement, and allowing select mergers
70 T T T T T L . . - - . . .
2020 2021 2022 2023 2024 ess with more focusstreamline regulations, unify industrial policy,
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address fragmented capital markets and financial systems, focus orx

emerging sectors that drive future innovation and competitiveness
Sources: LSHGatastream Allianz Research

Sources: various, Allianz Research 19
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Berlin, we have a problem: structural factors
leading to prolonged recession risks in Germany

German labor productivity has never been that low German companies lost competitiveness
for such a long time abroad and at home
yly % - CANNQa | 33S3aaYSyid 2F 246y 02YLISGA
10 lulihil labor productivity per person
labor prodictivity per hours worked
Recession 15 |
5 | //V\ / % |
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Sources: LSEG Workspace, Allianz Research Soucesifo institute economy survey, Allianz Research
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Disinflation continues with targets to be reached

In 2025
Inflation forecastsy Approaching central bank targets in 2025

Inflation (yearly %) 2022 2023 2024f 2025f Quarterly inflation rates, y/y %

—— US
Brazil 9.3 4.6 4.1 3.0 35 Eurozone

—— China
Germany 6.9 59 24 2.1 19 8
France 52 49 2.2 1.7 1.8
Italy 8.2 5.6 1.2 2.0 2.0 6
Spain 8.4 3.5 3.0 2.2 1.9
Poland 144 114 3.6 3.8 3.6 4
Russia 13.8 59 6.9 4.8 4.0 .

>E=y P -
Tl:lrkiye 72.3 53.9 58.0 24‘2 17.3 2 b S AU WA WSUUUNY SSSSNY: AU AU, NSRRI ‘\\V_\@_‘r ;::‘:f‘_ﬁzl_q_*
China 2.0 0.2 0.4 13 18 0 - - :
Japan Ss 33 -6 18 16 | | | | D?tted Im\elﬁre AZ IlResearch Iforecas.tsI
India 6.7 57 4.5 4.6 4.5 19 20 21 22 23 24 25 26
Saudi Arabia 2.5 2.3 2.5 2.0 2.0
Sources: LSHGatastream Allianz Research
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South Africa 6.9 5.9 42 3.8 32
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Downside risk on oil prices, gas prices stable

Oil prices to remain expensive despite lower demand Gas prices in Europe lower but energy crisis not over
average price in USbibl average price in EUR/MWh
130 250
——BrentCrude — 2015-2019 Average —TTF Gas
120 N
200
110
100
2024 Joae 150
Q0 Usb 82 usD 79 2026
80 e, USDZB 100 2025
2024 gyr37 2026
70 EUR 33 EUR 34
50
50 0
21 22 23 24 25 26 21 22 23 24 25 26 <

Sources: LSH®atastream Allianz Research Sources: LSHatastreram Allianz Research
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Power prices an issue in Europe, impact on
consumer depends on governments

Wholesale power prices are rising in Europe on the back  This rise can partly translate into consumer prices as

of weather and geopolitics related worries governments start fiscal consolidation
Jan 21=100, monthly averages EUR/kwh
1000 04 100%
900 -,
800 03 ] 80%
700 0.2 60%
600
500 0.1 I I 40%
400 0 L 20%
300 2019 2020 2021 2022 2023
200 -0.1 0%
100 mmm Network costs mmm Energy and supply
0 mmm Other mmm Capacity taxes
21 22 23 24 mm Environmental taxes Taxes, fees, levies and charges 3
mmmm Nuclear taxes mmmm Renewable taxes %
—UsS (NYC) —France —Germqny —UK m Value added tax (VAT) e Share of non-energy cost in total (% - rhs) %
©

Sources: LSHGatastream Allianz Research Sources: Bruegel, Eurostat, Allianz Research
23



GLOBAL ECONOMIC OUTLOOK 2024-2026 Allianz ()

Sticky services inflation to soften slowly while
energy and goods drag inflation down

Slower wage growth to eventually push down service Output prices in the services sector suggest further
inflation, while falling oil prices ease energy prices Inflation deceleration ahead
Inflation contributions, % PMI services output prices, index
10% 80
m Services > . Us
8% m Goods Forecast 75 —Itrc:nce :G
m Energy 70 aly ermany
6% Food 65
4% °
° 55
TR " | :
miim -
0% = ! ! - ==n - ! 40
;
NONXY NONXY NOWOXY NONXY N0NXY N NONX
hEEENEE TS hEEhEEhEE s >0
2020 2021 2022 2023 2024 2025 2026 09 11 12 14 16 17 19 20 22 24

Sources: S&P Global (PMI survey), Allianz Research

Sources: LSHDatastream Allianz Research Note: when the PMI indicator is below 50 it suggests a fall of the indicator in the months ahead
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Wage growth should slow down further along

cooling labor markets

Nominal wage growth to
normalize by 2025

quarterly yly in %

—— US
8 —— Eurozone
UK
6 (Y
v
4

S\,
N~
-,

—————

*Dotted lines are AZ Research for;clsts

2016 2018 2020 2022 2024 2026

Sources: LSEG Datastream, Allianz Research

Unemployment rates edge up in the US but remain

stable in Europe
Unemployment rates, %
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Employment remains resilient with some sectors
hoarding labor

About 50% of sectors are positive regarding employment Food, Auto, Materials & Machinery and equipment seem

prospects to be hoarding labour
% of global sectors with Employment PMI above 50 58
100% Search for Cyclical
90% 56 productivity gains He“'i“"‘" growth
8 O‘y Transportation Banks
) >4 ® ® Technol
70% Indugtrials eehnotogy
o 52 1 Technology ®
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20% -OE 50 G UIndustri ®
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3 0% b3 Products Chemicals Auto
o ‘ Machinery &
20% 46 [ ] . Equipment
Cvclical Forest & Paper Metals & Mining
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| 44  slowdown hoarding 3
0% 46 48 50 52 54
21 22 23 24 PMI Employment g

Sources: S&P, Allianz Research Sources: S&P, Allianz Research as 6fSEp.
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Strong easing cycle ahead while QT remains on
autopilot contributing to steepening yield curves

The Fed caught up in the easing cycle race with an initial ECB accelerated QT in July while
50bp cut, to be followed by gradual 25bp cuts the Fed decelerated
% bn USD, EUR, GBP (RHS)
10'000 - 1'400
7 Fed Funds rate, high (%) .
ECB deposit rate (%) c cox | Fed balance sheet (USD bn) 1200
6 BoE policy rate (%) e 8'000 ECB balance sheet (EUR bn) \
5 Llﬂ-.50‘% : - 1'000
"1, ——BOE balance sheet (GBP bn), RHS
- i, 350%  3.50% 6000 .| 800
2
. - 400
] 2'000
0 ]
N = I 200
-1 | | ‘I‘Numb-ers refelrtuend nf2ﬂ2|3=2ﬂ26!.rulues 0 0
2021 2022 2023 2024 2025 2026 2000 2004 2008 2012 2016 2020 2024

Sources: LSHGatastream Allianz Research

Notes The ECBannouncedto stop full reinvestmentof its PEPRrogramfrom July 2024 onwards
Sources: LSHGatastream Bloomberg, Allianz Research effectivelyincreasingQTfrom around EURS8bn per month to EUR5hn andto EURObn from 2025

TheFedannouncedto limit its monthly runoff from currently US®5bn to USB0bn per month from 27

June 2024 onwardswith the cap on Treasuriedowered from 60 to 25bn. The BOEconfirmedin

Septembera continuousrun-off of aroundGBRbn per month.
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https://www.ecb.europa.eu/press/pr/date/2023/html/ecb.mp231214~9846e62f62.en.html
https://www.federalreserve.gov/newsevents/pressreleases/monetary20220504b.htm
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Portfolio inflows to pickup again with Western central
olyla OdzidAy3a LI2tAOS

Monthly foreign portfolio flows by region, USD bn

150 All - Foreign portfolio flows - (monthly)
| =
_DQ W EM- Asia Ex-China @ LatAm  WCEE MEA  EChina
wi
= 100
50 |
i I ||
[l
o e Bl A
0 I..-!! Ity ol 8 St VERREERE Do g o ol sttt el
LAl B
-50
-100 I
-150
2017 2018 2019 2020 2021 2022 2023 2024

Sources: IIF, LSBGtastream National sources, Allianz Research. Currency composition of the debt
varies widely across selected countries. Loans and other debt instruments not included.
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EM central banks cautiously starting easing cycles
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EM FX: CEE, Asia and Africa benefit from weaker
USD while Latam suffers from carry trade unwind

Carry erosion and USD weakening favors Asian and CEE Hard currency sovereign debt issuances slowed down bt

FX;LatAmunderperforms 2024 already better than 2022 and 2023
YTD performance in FX of selected EM currencies, % rolling 6month sum
10% . .
. Eiffc";e_f{‘,giﬁﬁf 23 and 31/07/24 B Asic EElLatom BEECEE mmAfrica ME —Total
* YTD 250
5%
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0% 200 the first Ff_\d rate cut have been
First Fed rate delayedsince the start of the year
o cut since Covid
% c 150 N\
Ne) Start of the rate-hiking
-10% a cycle to tame inflation
S 100 /
-15%
50
-20%
zm—ln.n.zu-xzzo;n.on:>-n:n:mn:occrx <
X¢ECCE|200F3Ei22z298FFER% . 3
Latam CEE Asia Africa 2019 2020 2021 2022 2023 2024 g

Sources: LSH®atastream Allianz Research. Data as of 11/09/2024

Note: BOJ raised policy rate frorr00L% to 0.25% on 31/07/24 Sources: Bloomberg, L SBaiastrean Allianz Research.
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Insolvencies to rise by +11% in 2024 and by +2% In
2025, before stabilizing at high levels in 2026

2025 business insolvencies forecasts Major insolvencies by sector, H1 2024
’ ’
changes and levels number of cases (x axis) and average turnover (y BKIRmin
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(*) Firms with an annual turnover exceeding EUR50mn

Sources: national statistics, Allianz Research Sources: Allianz Trade businests
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GDP growth to slow down substantially in 2025
as current tailwinds fade

Excess savings is close to being depleted Immigration slowdown softens job creations
USD bn 000s
2,500 EmFlows of excess savings - rhs 1,00C —Employment
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Source: LSEG Workspace, Allianz Research Source: US CBP, LSEG Workspace, Allianz Research
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US elections: Trumponomics vs Harrinomics

Fiscal policy

Kamala Harris

Harris stated that she is “not a
protectionist Democrat”. She has

also been a vocal supporter of the
current trade policy.

Donald Trump

Trade policies

Industrial
policy / Energy

Note: We highlight the most important measures. Please note that the colors refer to the economic impact on the US economy.

ST S SR

Regulation

Ban “hidden” and “surprise” fees
by banks and other companies
Cap “unfair’”’ rent increases
Expand cap on prescription
drugs costs.

Strengthen antitrust drive: pass a
federal “price gouging” ban on
food and groceries.

Cut red tape on energy projects —
particularly obstacles to building
green infrastructure (transmission
lines, etc).

Allianz ()

Foreign
policy

Harris strongly expressed
support for both Ukraine
and Israel

Promises to resolve the
Russia-Ukraine war swiftly;
cut financial aid to Ukraine
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Eurozone growth to be supported by trade and
consumption, while downside risks fade

Fiscal consolidation, rebound in trade, higher real wages Leading indicators reflect ongoing weakness in domestic

and pentup investment to drive growth demand but are improving from low levels
Quarterly GDP components growth contributions, in % GDP growth, in % and index
2.0 mmm Consumption Government 3
I Investment m Inventory 5
I Net exports —GDP
- - -Domestic Demand 1
1.0 Forecast I l A iil
0 N IR
-1
-2
-3 i
I GDP goq, %

-4 ——Median leading indicator Z-score +- 1 ktdev
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2022 2023 2024 2025 2026
2003 2006 2009 2012 2015 2018 2021 2024
Source: LSEGatastream Allianz Research Source: LSEBatastream Allianz Research
Notes: Domestic Demand is defined as @& exports contribution. Notes: Median leading indicator is the median of several normalized leading indicators

(Zscores) such as PMls, change in credit demand, economic sentiment, consumer 34
confidence
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The Eurozone suffers from weak productivity ana
weak Germany

DS NI |y &-gear stygdzitiah Arags down The Eurozone still enjoys record low unemployment, but
the entire Eurozone productivity fell back to 2017 levels
GDP index, 100=2019 Q1 Unemployment rate in % and productivity in thousand EUR
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Navigating troubled waters: Budget discussions
prolong recession risks into 2025

Austerity could prolong Activity still declining even though GVA shows greater
recession risks signs of life in manufacturing than IP
% of GDP and pp Index 100=2017
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Sources: LSEG Workspace, Allianz Research

Note: Fiscal stance-§) 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.

SoucesLSEG Workspace, Allianz Research
36



FRANCE Allianz @)

Growth braced to ac
political crisis means

The credit impulse is improving and should turn positive  We expect 0.4% GDP of fiscal consolidation per year in

at the turn of the year 202526
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