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In Summary

US and European labor markets appear to be in good shape, with headline
unemployment rates near historic lows. But three strong undercurrents (immigration
policy, energy-price shock and Al) are churning beneath the calm surface. Demand for
workers had already begun to soften before the shock of the Middle East crisis: vacancy
rates were easing and hiring rates cooling from uncertainty and the trade war. The shift
in immigration policy in the US, the UK and Germany is adding to the mix: Fading
immigration inflows have quickly translated into lower employment numbers. In the US,
immigration has gone from contributing over half of job creation in 2024 to near-absent
in 2025 - weighing on potential growth and risking sectoral labor shortages, while
offering a short-term offset against rising unemployment.

The Iran shock will land unevenly on labor markets depending on countries’ energy
exposure and the duration of the conflict. Still, we see only a limited increase in
unemployment rates in the range of 0.1-0.3pp. If the crisis is resolved by end-May,
unemployment rates would rise only in the most exposed European economies, and by
+0.1pp at most, with 102,000 jobs lost in the Eurozone and half that in the US. Unlike in
2022, when labor hoarding led to falling unemployment, leaner buffers today could see
any shock frontloaded into unemployment. In case of a prolonged closure of the Strait of
Hormuz, the energy shock would hit Europe harder than the US, though higher labor
protection standards provide some cushion: an estimated 225,000 jobs would be lost
(0.13% of employment) in the Eurozone versus 126,000 (0.08%) in the US, with higher
losses in Germany, Poland, Italy, France and Spain due to high energy exposure.

Al's labor-market effects are emerging, pointing to a K-shaped pattern, with youth and
mid-level white-collar workers most at risk. Early evidence shows pressure on younger
and less experienced white-collar workers in routine cognitive tasks, while gains accrue
to higher-skilled, Al-complementary roles. Since late 2022, higher Al adoption has been
associated with larger increases in youth unemployment, with Al exposure explaining
about 40% of cross-country variation (excluding high-unemployment economies). Al may
therefore appear first not as job loss but as fewer entry points, weaker wage growth, and
sharper polarization, with reallocation driven mainly by shifts in job composition rather
than wage pressures in labor-intensive activities predicted by Baumol.

In the medium term, the Al labor-market impact will be substantial, uneven across
countries and unprecedented in the scale of workforce reorganization required. Over
the next 1-3 years, Al is expected to affect 23.3% of jobs across major economies, with
reorganization (10.4% of jobs) dominating augmentation (5.3%) and outright
displacement (7.6%). The share of jobs affected ranges from 9.2% in Italy to 28.7% in the
US, with the UK (17.7%), Germany (16.2%), France (14.7%) and Spain (12.4%) in between.
That is equivalent to 52.5mn jobs in the US and 21.8mn across the major European
economies. Our analysis does not account for potential Al-related job growth, which we
expect to at least partially offset adverse employment effects. However, job displacement
is likely to outpace job creation in the medium term, as firms adjust faster than workers,
creating a temporary gap. Ultimately, whether — and how quickly — Al leads to job losses,
reorganization, or new job creation will depend less on technology than on policy choices.
Al-proofing policy frameworks will be critical: labor-market policies, including re- and
upskilling, active labor-market programs, and social protection, will shape worker
transitions. Taxation (including the relative treatment of labor and Al capital), firm
incentives, and competition policy will determine whether Al is deployed to augment or
replace labor and how broadly productivity gains are shared.
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The buffer has thinned: labor markets and the new energy shock

Labor markets on both sides of the Atlantic have so far remained resilient despite successive shocks. In the
Eurozone, the unemployment rate remained close to historical lows at 6.2% in March 2026, reflecting the job-rich
post-Covid recovery and the strong employment response relative to modest growth. In the US, labor-market
conditions have been weaker, with net job creation grinding to close to zero since early 2025, after dynamic outturns
in 2024. However, stalling job creation mostly reflects sharply weakening labor supply amid very tight immigration
policy, though plunging labor demand for federal employees has contributed, too. As a result of lower immigration
inflows, the US unemployment rate has not crept up by much: from 4.1% in January 2025 to only 4.3% in March 2026.

Figure 1: Unemployment rate (%) including Allianz Research baseline forecasts.
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Sources: LSEG Datastream, Allianz Research

However, beneath the headline resilience, Eurozone labor market buffers have been progressively eroding. Even
before the latest energy shock, labor demand had already cooled visibly (Figure 2): vacancy rates declined from
3.4%in Q4 2022 to 2.3% in Q4 2025; reported labor shortages eased across sectors, with firms seeing labor as a less
limiting factor to production, and adjustment increasingly took place through hours worked rather than new hiring.
Compared to the previous energy shock in 2022, firms no longer face acute rehiring constraints, reducing incentives
to hoard labor. As a result, the Eurozone enters the current shock with a labor market that is less tight and with less
buffers, despite still-low unemployment. Against this backdrop, the cooling of labor-market conditions should
reduce the risk of second-round effects from higher commodity prices, dampening underlying wage and price
pressures.

The US labor market also looks fragile, though the US economy is more insulated from surging energy prices. As
a net energy exporter, the US has been far less exposed to energy-import-driven cost shocks since 2022, limiting the
need for margin or labor adjustment and allowing firms to preserve buffers to a much greater extent. US corporates
retain large cash buffers, structurally higher profit margins and a historically low interest-coverage ratio. Even so,
labor demand looks increasingly soft. The job-hiring rate recently dipped to its lowest level since the pandemic (at
3.1%), signaling increasing hiring caution in an environment of persistent uncertainty, while the rollout of Al may
have also deterred new hiring. Besides, the bulk of job creation has been concentrated in non-cyclical sectors, i.e.
education & healthcare. Private jobs excluding education & healthcare have dipped by a cumulative -420k since
January 2025.



Figure 2: Beveridge curve (%)
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Job growth was heavily supported by immigration over the past few years, but this dynamic is fading quickly,
particularly in the US. Lower labor supply offers a short-term reprieve against rising unemployment rates but will
weigh on potential growth. Figure 3 depicts the percentage annual change in employment (net job creation) since
2023 in the largest European countries and the US, with a breakdown of the contribution from immigration vs the
resident. In Germany and the UK, employment of residents has decreased and net job creation has been
concentrated among the new immigrants. Spain has seen strong employment growth of residents but new
immigrants have contributed almost as much. In total, elevated immigration inflows have contributed to positive
job creation in many European countries, alleviating labor shortages. However, job creation has stalled significantly
in 2025, particularly in the UK, France and Italy. Firms have prioritized efforts to regain productivity rather than
hiring to produce output. Consistent, harmonized working immigration inflows data are not available in European
countries, but national data suggest a fading contribution in Germany, France and the UK. The US has seen a similar
pattern of rapidly weakening job-creation momentum since 2025, driven almost entirely by reduced immigration
inflows. Softer immigration inflows reduce labor supply and will thus weigh on potential growth. However, in the
short term, scarcer labor is probably acting as a near-term brake on unemployment, even as it drags on growth
potential.

Figure 3: Employment change (% employed)
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Sources: OECD, Census Bureau, Brookings, Allianz Research. Note: Permanent migration is defined by legal status, not duration of stay by the
OECD. It includes migrants with a pathway to remain indefinitely such as refugees, family migrants, and some labor migrants, while those without
such rights (e.g. students or seasonal workers) are not considered

Initial conditions are important for understanding how the renewed rise in energy prices propagates through
labor markets. Although energy prices have fallen since their 2022 highs, industrial electricity prices in Europe
remain significantly higher than pre-crisis levels and those in the US (Figure 4), even after adjusting for recent



wholesale price stabilization. In contrast, US industrial electricity prices have remained stable over time due to
abundant gas supply. Consequently, energy costs pose a persistent structural challenge for European firms rather
than a temporary cyclical shock.

Figure 4: Industrial electricity prices, EUR/MWh including all taxes
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Sources: EIA, Eurostat, Allianz Research. Notes: EU price range for consumption bands above 2,000 MWh.

There is far less margin to absorb renewed cost pressures than in 2022. Total energy costs are high in
manufacturing, utilities and transport due to the scale of these sectors. The most energy-intensive industries, such
as chemicals, steel and metals, paper, glass and ceramics, and cement, are concentrated in large industrial
economies, particularly Germany, followed by France, Italy and Poland. Since margins have not fully recovered
from the last energy crisis, firms have limited capacity to absorb new shocks through profitability alone.

As a result, the labor-market adjustment mechanism is shifting. While the 2022 energy shock was largely
absorbed through margins, working-time reductions and labor hoarding in an overheated labor market, firms today
face stronger incentives to adjust earlier if high energy prices persist. This time it might be different due to labor
markets in a looser state where less labor hoarding will be seen. The immediate risk is not a sharp unemployment
spike but a gradual erosion of labor-market resilience, in particular in countries that are suffering from structural
economic weakness such as Germany.

Consistent with this gradual erosion, baseline projections already point to non-negligible job losses driven by
broader macroeconomic headwinds. For the Iran war, we consider two scenarios (Figure 5). In our baseline
scenario, traffic through the Strait of Hormuz gradually normalises by the end of May. This implies employment
losses of around 102,000 in the Eurozone (with German, France and Spain already accounting for 68% of the total),
and 51,000 in the US by 2026 - so in both cases the impact on the unemployment rates stemming solely from the
Iran war under the baseline scenario remains very small (<0.1pp). These baseline dynamics provide the reference
against which additional energy-related labor-market effects should be assessed.



Figure 5: Middle East escalation scenario
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Sources: Allianz Research. (*) max daily draw-down in brackets, (**) macro forecast for 2026 before the start of the Iran war, (***) probabilities
add up to 80% with remaining upside and downside tail-risks (<5%) omitted

Country-level exposure further shapes how energy shocks translate into labor-market outcomes. Energy
intensity — measured as energy use relative to gross value added (GVA) - varies widely across Europe and is not, on
its own, a reliable indicator of employment risk. Some highly energy-intensive economies, such as Hungary, the
Czech Republic and Romania, account for a relatively small share of total Eurozone employment, despite requiring
more energy per unit of output. By contrast, larger economies such as Germany, France, Italy and Spain combine
more moderate energy intensity with much larger employment shares, making them more exposed to labor-market
adjustment driven by energy prices (Figure 6). Poland stands out in this respect, combining a sizable employment
share with high energy costs relative to GVA, which increases its vulnerability. This composition explains why
employment risks are likely to materialize unevenly across countries, rather than through a synchronized rise in
Eurozone unemployment.

Figure 6: Energy exposure of employment (index) and energy intensity (MWh per current 1,000 EUR), by country
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In a downside scenario involving a prolonged closure of the Strait of Hormuz (Figure 6), employment effects
would intensify but remain gradual. Rising fossil-fuel prices would weigh on value added through energy



dependencies and supply bottlenecks in intermediate goods. Eurozone unemployment rates would rise by around
+0.14pp on average, with the largest increases in Spain and Belgium (around +0.20pp). Eastern European
economies — Czechia, Poland and Romania — would experience the steepest output losses, with unemployment
rising by +0.12pp, +0.17pp and +0.27pp respectively. Germany and Italy, despite accounting for a large share of
Eurozone employment, would see more contained increases (+0.12pp and +0.09pp), reflecting their comparatively
higher energy efficiency. In absolute terms, the Eurozone would lose an estimated 225,000 jobs (0.13% of
employment) versus 126,000 (0.08%) in the US. This is the subset of job losses attributed to the current energy shock
in a downside scenario, compared to job losses due further economic factors, such as uncertainty, structural country-
specific challenges and the ongoing trade war, to mention only a few, in our baseline scenario quantified in our
latest insolvency report!. For comparison, for the US, about 11.9% of the total expected job losses of 428,000 in 2026
may be attributable to the energy-price shock in the baseline scenario, while for Germany it would be 12.4% of the
209,000 job losses and for France 7.1% of the 283,000.

The relatively narrow dispersion in unemployment outcomes, however, masks a wider divergence in how the
shock actually lands on workers. More energy-intensive economies — particularly in Eastern Europe - will face
sharper inflation and steeper margin compression, but much of their labor-market adjustment will occur through
real wage erosion rather than outright job losses. Unemployment figures alone therefore understate the true
dispersion of worker hardship: where prices rise fastest and margins are thinnest, it is purchasing power, not
headcount, that takes the first hit.

Figure 7: Change in GDP and unemployment rate in a downside Iran war scenario compared to the baseline, in pp
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Al is reshaping adjustment pathways, not driving the shock

Al is altering how firms adjust to the energy shock, not replacing energy costs as its source. With Al already
embedded in production processes, firms have gained greater scope for internal substitution, particularly in routine
cognitive tasks and entry-level and mid-level white-collar roles . In a context of elevated energy costs and softer
demand, this lowers the threshold at which firms move from margin and working-time adjustment to labor
reallocation, primarily through hiring restraint and weaker entry-level absorption rather than outright job
destruction. Energy prices determine the need to adjust; Al shapes the speed, intensity and distribution of that
adjustment.

Accordingly, more Al-intensive sectors have displayed muted or zero employment growth in the Eurozone since
late 2022, consistent with adjustment taking place through subdued hiring and task reorganization and slower
entry-level inflow rather than outright job destruction (Figure 8). This reinforces the view that Al dampens measured
employment dynamics even as underlying restructuring progresses.

1 See also: Allianz Trade Insolvency report 2026



https://www.allianz-trade.com/en_global/news-insights/news/insolvency-report-2026.html

Figure 8: Eurozone employment growth by sector and Al usage
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From a Baumol perspective, uneven productivity growth tends to generate upward pressure on relative wages
in less automatable, labor-intensive activities. In the current environment, however, this channel is muted: with Al
dampening aggregate labor-demand growth and firms adjusting primarily through hiring restraint and task
reorganization, rebalancing is taking place mainly through employment composition rather than prices. Wage
adjustment is therefore asymmetric, with compression in Al-exposed white-collar and entry-level roles, while
less-Al-intensive sectors absorb labor without broad-based wage acceleration.

Al has not yet raised aggregate unemployment, but it is already reshaping labor-market adjustment in a k-
shaped manner. Since late 2022, countries with higher Al diffusion have experienced larger increases in youth
unemployment, with Al exposure explaining around 40% of the cross-country variation (excluding economies with
structurally high youth unemployment), even as overall unemployment rates remain contained. At the same time,
countries with comparable levels of Al uptake display markedly different labor-market outcomes, underscoring the
decisive role of institutions, labor-market structures and adjustment channels. This divergence suggests that Al
diffusion does not mechanically translate into net job losses, but neither is it benign: it shapes who adjusts, how
quickly and at which margin, depending on how easily firms can substitute tasks, how flexibly workers can be
reallocated and how effective retraining and activation policies are. Where adjustment mechanisms are rigid and
transition support is weak, the risk is not an immediate rise in aggregate unemployment but persistent scarring at
the margin, concentrated among younger workers and in routine-intensive entry-level occupations. The policy
challenge therefore lies less in protecting aggregate employment than in shortening transitions and reducing
polarization, through portable skills, flexible wage-setting and active labor-market policies that allow economies
to capture the productivity upside of Al without incurring lasting distributional costs.

Figure 9: Global Al adoption and youth unemployment rate
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Al will have a more substantial impact on the labor market over the medium term

As Al moves from initial deployment to broader integration in business processes, the focus shifts to how it
shapes labor markets in the near- to medium-term. While it remains difficult to predict how the technology will
evolve and diffuse, the next one to three years are likely to be critical in determining the extent to which current
capabilities translate into tangible changes in jobs and tasks. Against this backdrop, we assess the potential impact
of Al on the current workforce across the Eurozone’s four largest economies — Germany, France, Italy and Spain -
as well as the UK and the US.

Al job exposure varies significantly across sectors. As a starting point for the analysis, we identify Al exposure
across sectors, measuring the share of tasks that Al can perform significantly faster or more efficiently. Based on the
recent analysis of Falck and Réhe (2026)?, it ranges from around 14% in agriculture and 22-25% in construction and
manufacturing to over 40% in finance and real estate and nearly 48% in information and communication. These
differences in Al exposure are driven by task composition and are broadly stable across countries. Sectors
dominated by cognitive work are substantially more exposed, while manual and physical tasks remain less affected.

Table 1: Heatmap of Al exposure across sectors (% jobs exposed) and countries’ sectoral employment composition
(% total employment)

Al Exposure Employment Shares by Sector
by Sector USA UK France Germany Italy Spain
Wholesale and Retail Trade 34,5% 11,8% 13,7% 12,6% 12,5% 13,9% 14,5%
Manufacturing 24,7% 6,.9% 7,2% 108% | 182%  182% @ 12,0%
Administrative and technical activities 34,0% 12,3% 11,2% 10,1% 10,9% 10,9%
Public Administration and Defence 38,3% 4,8% 8,3% 7.2% 5,0% 6,6%
Education, Health and Social Work 30,5% 15,2% 8,6% 7,7% 6,9% 7,0% 7,1%
Accomodation and Recreation 29,4% 9,3% 10,2% 6,4% 5,0% 7,9% 10,6%
Construction 22,3% 4,6% 51% 6,6% 6,3% 6,7% 6,8%
Transportation and Storage 28,7% 3,6% 52% 5,0% 4,8% 4,9% 5,6%
Financial Activities 5,0% 51% 4,7% 4,0% 3,2% 2,8%
Information and Communication 43% 3,6% 4,1% 3,2% 3,8%
Other Services 1,9% 2,5% 3,1% 3,1% 2,4%
Agriculture 2,3% 3,4% 3,5%

Electricity, Gas, Water supply
Mining

DA s20% " o5 3uo% 30,0%

Sources: Falck and Rohe (2026), BLS, ONS, Eurostat, Allianz Research.

Total Economy Al Exposure

Cross-country labor market exposure to Al is driven by economies’ sectoral employment composition (Table 1).
While Al affects sectors similarly across countries, economies differ in how their workforce is distributed across those
sectors. Translating sectoral exposure into country-level outcomes therefore depends on national employment
structures, making economic composition the key driver of aggregate exposure. For example, high-exposure sectors
such as ICT (48%), finance and real estate (41%), public administration and defense (26%), and health and education
(15%) account for a larger share of employment in the US and partly the UK than in continental Europe. By contrast,
Italy and Spain are more concentrated in lower-exposure sectors such as manufacturing (18% and 12%) and
agriculture (3%), reducing aggregate exposure. Germany occupies a middle position among all countries,
combining a sizable manufacturing base (18%) with more moderate service exposure. As a result, even with
identical sectoral exposure, total Al impact differs substantially across countries, with service-oriented economies
more exposed than industrial or agriculture-based ones.

Among Al-exposed jobs, we apply a job-transition framework that distinguishes between three adjustment
channels: augmentation, reorganization and automation. These categories capture how firms are likely to

2 For the estimates of the Al exposure across sectors, see: Falck, E., and O. Réhe (2026), “From potential to practice: Al exposure and adoption
in European industries”, SUERF Policy Brief 1358.



restructure tasks within the existing workforce rather than simply whether jobs disappear. Based on the analysis by
Martin Richmond (2026), 22% of Al-exposed jobs are expected to be augmented, 44% reorganized and 33%
automated.? Augmented jobs expand as productivity gains stimulate labor demand, reorganized jobs retain their
core function but undergo task-level changes while for automated jobs humans are fully replaced by Al.

Figure 10: Workforce readiness for Al (left) and Al adoption among workers (right), in %
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Sources: IMF, Eurostat, Bick et al. (2026), Allianz Research.

How these job-level effects translate into labor-market outcomes depends on country-specific conditions, which
determine how quickly and to what extent Al exposure materializes over the next 1-3 years. We capture this
through four scaling factors that amplify or cushion the impact. In the short term, Al adoption and workforce
readiness for Al determine how quickly theoretical exposure causes actual impact (Figure 10). Countries such as the
US and the UK lead both in current Al adoption and workforce readiness for Al, while Italy ranks the lowest among
the countries considered, with Germany, France and Spain placed in the middle. In addition, we consider more
structural factors such as unit labor costs and employment protection legislation that will shape firm incentives in
adopting Al as well as influencing whether Al is used to complement or replace workers (Figure 11). High labor costs
clearly increase the incentive to automate, while stronger employment protection legislation tends to slow
displacement, at least in the near- to medium-term. For instance, the US has the weakest labor market regulations
among the countries considered, leading to a higher expected pass-through of the theoretical Al exposure into
actual labor market impact. By contrast, Italy has the strongest employment protection legislation, which shields
the economy from the Al-related labor market disruption at least temporarily but also limits the economy’s ability
to benefit from Al-enabled productivity gains.

3 These figures refer to Al-exposed jobs in the US economy. While we assume that the split between augmentation, reorganization and
automation is broadly similar across countries, we adjust for country-specific structural factors, which results in lower estimated impacts in our
analysis. Source: Martin Richmond, A. (2026), “The Al jobs transition framework: Mapping Al's near-term impact on jobs”, OpenAl Research
Paper.



Figure 11: Employment protection legislation (indicator range from 0 (weak) to 6 (strong), left), and average annual
hourly labor costs per employee (USD PPP, right)
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Sources: OECD, ILO, Allianz Research.

The Al impact on the current workforce across major European economies and the US is substantial but far from
uniform (Figure 12). To gauge the overall Al impact on the current workforce, we combine multiplicatively at the
country level the sectoral Al exposure estimates, sectoral employment structures as well as the four scaling factors.
The results are country-specific shares of jobs affected by Al, reflecting both technological potential and real-world
constraints. Over the next 1-3 years, Al is expected to affect 23.3% of jobs across major economies, with
reorganization (10.4% of jobs) dominating augmentation (5.3%) and outright displacement (7.6%). The share of jobs
affected ranges from 9.2% in Italy to 28.7% in the US, with Spain (12.4%), France (14.7%), Germany (16.2%) and the
UK (17.7%) in between. These differences closely mirror the distribution of employment across sectors. Economies
with larger shares of finance, ICT and professional services exhibit substantially higher exposure than those with
more manufacturing, construction or agriculture.

Figure 12: Medium-term Al impact on the current workforce across countries, in % and number of jobs
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Source: Allianz Research.

Across all countries, the most important adjustment channel is job reorganization, while automation remains
more material than augmentation. This reflects the fact that in most Al-exposed jobs, a human in the loop remains
necessary, leading firms to reorganize tasks rather than replace workers, while only a smaller share of jobs meets
the conditions for full automation and even fewer benefit from demand-driven expansion. In the US, 12.9% of jobs
fallinto the reorganization category, compared to 7-8% in Germany and the UK and 4-6% in Southern Europe. This
finding is consistent with Al adoption currently targeting auxiliary or “side” tasks rather than core functions,
reinforcing a complementary rather than substitutive dynamic. The share of jobs at risk ranges from 3.4% in Italy to
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9.0% in the US, with most countries clustering around 5-6%. This gap between exposure and actual automation
reflects the role of labor-market regulation, human-interaction requirements and demand effects, which limit the
immediate substitutability of labor even where tasks are technically automatable. With respect to the expected real
world labor impact of Al over the next 1-3 years, between 2% and 7% of jobs benefit from Al-driven expansion,
thanks to augmentation, with the strongest effects in the US and UK. These gains arise where productivity
improvements outweigh labor costs and hence increase employment.

The transatlantic divide in Al labor-market exposure is substantial and systematic: the US can expect more
short-term Al-related labor market pain coupled with more long-term gain. In the US, 28.7% of jobs — equivalent
to around 52.5mn positions — are affected by Al, compared to 14.5% (21.8mn jobs,) across the major European
economies (Germany, France, Spain, Italy, UK). This pattern largely reflects structural differences in economic
composition. The US economy is more heavily weighted toward high-exposure sectors such as information, finance
and professional services, where Al can be deployed at scale, whereas Europe — particularly Southern Europe —
retains a larger share of lower-exposure sectors such as manufacturing, construction and hospitality. The
comparison between the US and Italy illustrates the extremes of this distribution: while the US combines high
exposure (28.7%) with strong augmentation (6.9%), reorganization (12.9%) and automation (9.0%), Italy shows low
exposure (9.2%) and correspondingly limited adjustment. As a result, the US faces greater transition pressures but
also stronger potential productivity gains, whereas Europe’s lower exposure provides short-term stability but risks
slower productivity growth and weaker Al-driven job creation over time.

A key limitation of these results is that they focus on the current workforce and do not account for Al-induced
job creation. Our estimates should therefore not be interpreted as direct changes in headline employment.
Historically, technological change has followed a consistent pattern: job destruction by automating tasks is offset
over time by job creation through new tasks and demand effects.* However, this adjustment is neither immediate
nor evenly distributed. Job creation typically lags behind displacement due to reallocation frictions and skill
mismatches. The time mismatch may be more pronounced for Al, as diffusion and adoption rates are
unprecedented. Taken together, Al-driven job losses are likely to be partially offset over time, but with meaningful
transition costs.

The scale of required job creation is material. Our results indicate that around 25mn jobs across the US and major
European economies are subject to automation. Fully offsetting displacement would therefore require the creation
of a comparable number of new jobs over the medium term. Early evidence shows strong growth in Al-related roles
with some 1.6m new Al-related jobs like Al engineers, forward-deployed engineers and data annotators created
over the past two years plus 600,000 jobs driven by the data center boom with the US the key beneficiary® However,
diffusion across sectors and countries remains uncertain. Net employment outcomes will depend on the speed of
job creation relative to displacement and on the efficiency of worker reallocation. In ageing economies, declining
labor supply may additionally cushion the employment impact as labor shortages persist in many sectors.

Preparing policy frameworks for the Al age

Al does not determine labor-market outcomes on its own. The technology sets the direction, but policy and
institutions determine the speed, scale and distribution of its effects including the balance between job
augmentation, reorganization and automation.® What distinguishes the current wave of Al is not only its breadth
across sectors, but the pace and depth of task-level transformation, amounting to one of the most significant labor-
market transitions in recent decades. Existing policy frameworks, designed for slower, occupation-based change,
are therefore ill-suited to the Al age, where jobs are continuously reconfigured. To remain effective, education
systems, active labor-market policies, social protection systems, tax structures and firm-level incentives must be
updated and rethought to become more forward-looking. The main challenge is therefore not preventing

4 See: Acemoglu, Daron, and Pascual Restrepo (2019), “Automation and New Tasks: How Technology Displaces and Reinstates Labor”, Journal
of Economic Perspectives, 33 (2), 3-30; Hétte, K. Somers, M., and A. Theodorakopoulos (2023), “Technology and jobs: A systematic literature
review”, Technological Forecasting and Social Change, 194, https://doi.org/10.1016/j.techfore.2023.122750.

5 See: Linkedin (2026), linkedIn-labor-market-report-building-a-future-of-work-that-works-jan-2026.pdf

6 For an excellent overview of the importance of policies and on how to make Al “pro-worker”, see: Acemoglu, D., Autor, D., and S. Johnson
(2026), “Building Pro-Worker Artificial Intelligence”, NBER Working Paper 34854, https://www.nber.org/papers/w34854.
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adjustment, but to shape its direction and distribution, ensuring that productivity gains translate into broad-based
improvements in employment, wages and job quality rather than displacement or increased inequality.

First, labor-market policy will determine how smoothly workers move between tasks, roles and sectors.
Traditional active labor-market policies will need to evolve from reactive systems focused on unemployment toward
anticipatory, data-driven and task-based approaches. This includes early-warning systems to identify Al exposure,
individual learning accounts, and rapid retraining mechanisms that can be deployed before displacement occurs.
Public employment services should be strengthened with real-time labor-market intelligence and Al-enabled
matching tools that connect workers to adjacent roles based on transferable skills. Wage insurance, portable
benefits and unemployment support linked to retraining will be essential to reduce income risk and support mobility.
Since most Al-exposed jobs are likely to be redesigned rather than eliminated, the priority is not protecting existing
tasks, but enabling workers to transition quickly into new ones. Since most Al-exposed jobs are likely to be
redesigned rather than eliminated, the priority is not protecting existing tasks, but enabling workers to transition
quickly into new ones.”

Second, education and skills will become more binding constraints. As Al increasingly complements cognitive
work, the ability to work alongside Al systems will determine whether workers benefit from productivity gains or
face substitution.® This requires embedding Al literacy as a core competence across education systems, alongside
stronger emphasis on critical thinking, problem-solving, adaptability and communication. Education systems will
need to become more modular and continuous, with expanded mid-career training, short-cycle credentials and
closer alignment with labor-market needs. Governments should also support sector-specific training ecosystems
and local partnerships between firms, unions and education providers to accelerate adjustment in regions and
occupations most exposed to disruption.

Third, firm incentives, including taxation and regulations will shape whether Al is used to replace labor or to
augment it.’ A key issue is that labor is typically taxed more heavily than capital, which creates a structural bias
toward automation even when augmentation would be more socially efficient. Tax systems therefore need to be
adjusted to incentivize augmentation rather than the substitution of labor. One proposal is a “robot tax,” aimed at
reducing this bias by taxing automation more in line with labor—for example, by limiting preferential tax treatment
of capital that substitutes for workers or linking levies to displacement. Implementation challenges would need to
be addressed, including defining what constitutes a “robot,” avoiding disincentives to innovation, and limiting
adverse competitiveness effects if policies are not coordinated internationally. Whereas broad-based taxation of
automation may be difficult to implement in practice, more targeted approaches could be more effective. These
include tax incentives to support augmentation, such as credits for training and reskilling, incentives for job redesign,
and support for firms investing in human capital alongside technology. Frameworks can also encourage sharing of
productivity gains through wages, profit-sharing, or reduced working time. Policies to support Al adoption among
SMEs, strengthen competition, and prevent excessive concentration of productivity gains will also be critical.l®° Even
small differences in these incentives can lead to large differences in business and labor-market outcomes.

Finally, the broader societal response will matter: Public concerns around economic disruption, trust and safety,
and the distribution of gains may lead to calls for stricter Al regulation and shape how Al diffuses across
economies.!! Maintaining social legitimacy will therefore be critical. This requires stronger transparency in the use
of Al in the workplace, appropriate safeguards around its deployment, and mechanisms for worker voice and
participation in how Al is introduced and used. Ensuring that the gains from Al are broadly shared will also be central
to sustaining support for adoption. This includes profit-sharing mechanisms and competition frameworks that
prevent excessive concentration of Al-driven rents. A complementary priority is to ensure that Al adoption is broad-
based rather than concentrated. This calls for policies that lower barriers to adoption, including support for SMEs,
promote competition, and facilitate the diffusion of Al capabilities across firms and sectors. Such measures will be
critical to ensure that productivity gains translate into wider economic benefits and employment growth.

7 See: Martin Richmond, A. (2026), “The Al jobs transition framework: Mapping Al's near-term impact on jobs”, OpenAl Research Paper.
8 See: Jaumotte, F. et al. (2026), “Bridging Skill Gaps for the Future: New Jobs Creation in the Al Age”, IMF SDN/2026/001.

9 See: Acemoglu, D., Autor, D., and S. Johnson (2026), “Building Pro-Worker Artificial Intelligence”, NBER Working Paper 34854,
https://www.nber.org/papers/w34854.

10 See: Ferrando, A. et al. (2026), “Adopting and Investing in Al: Evidence from Euro Area Firms”, ECB Economic Bulletin, Issue 2/2026.
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These assessments are, as always, subject to the disclaimer provided below.

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 EUR/USD 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
conseqguences.

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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