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ExpEct thE unExpEctEd
The future usually begins before you have prepared for it. This saying certainly 
applies to 2009, which brought us two completely different semesters. In the first 
half of the year most economies in the world were still on a downward slope, 
grappling with the consequences of the banking crisis that destroyed large amounts 
of financial wealth and created cathartic uncertainty. Forecasters in both the public 
and the private domain adapted their outlooks to the steep slide in indicators and 
completely overshot on the negative side. A V-shaped recovery was seen as a crazy 
assumption, most forecasts resembled an L-shape (see Financial Market Outlook 
“No L on Earth”, March 2009). Well, things turned out differently. In the months of 
the second quarter the uncertainty diminished, helped not least by the massive 
policy stimulus that was administered on a global scale. The dramatic decline in 
world trade and international exports came to a halt, the banking system stabilized 
and some depleted inventories had to be replenished. So, quite unexpectedly for the 
majority of observers, the major economies turned the corner and embarked on a 
clear recovery in the second half of 2009 despite rising unemployment. This once 
again illustrated that cyclical forces in the economy are hard to forecast and that 
economists tend to overstate all structural and fundamental problems in cyclical 
downturns. 

So what does this imply for 2010 and the years thereafter? Well, for the beginning of 
2010, that seems quite clear, the global economy will retain its recovery momentum. 
And for 2010 as a whole, we can expect the fiscal injections and the lagged effects 
of monetary stimulus policies to keep the economies afloat. So, the outlook for 
2010 is not bad and many forecasters have been forced to correct their gloomy 
forecasts for the coming year (see chart for Germany). Of course, some accidents 
could happen on the way. Political tensions could flare up again in the Middle East, 
propelling oil prices upward despite abundant supply. The dollar could tumble, 
intensifying the problems for non-dollar exporters and creating uncertainty 
about future trade and capital flows. Renewed doubts concerning the viability of 
sovereign debt accumulation could surface, and not necessarily be confined to 
smaller states. So, there are plenty of sharks in the water. Fortunately, there could 
also be some upside surprises. Oil and commodity prices could fall due to moderate 
demand and high levels of supply and stocks. Furthermore, if no major disruptions 
occur, the economies may pick up quicker than expected, as we have a habit of 
underestimating the momentum in cyclical ups and downs. 

Contrary to the outlook for 2010, there is more consensus among economists about 
the medium-term outlook. With the reduction of fiscal stimulus and presumably 
also monetary stimulus in 2011, growth will slow down. Tighter financial market 
regulation and continued deleveraging of private households in various countries 
also justify more moderate mid-term expectations. These factors will take away 
some of the momentum created by the continued thrust of emerging markets as 
well as the development of new markets which always spring up after big recessions. 

The situation on the financial markets, always subject to surprises, may look as 
follows: Despite the fears of many investors that we have already reached excessive 
valuations on stock and corporate bond markets, the continued cyclical recovery 
could further boost these markets and frustrate the bears. But once the end of fiscal 
pump-priming and monetary super-accommodation comes into sight – and this 
could well be before the middle of the year – markets may become more sober and 
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could enter a soft patch. This would be exacerbated if government bond yields were 
to rise on the back of a revaluation of sovereign debt by investors on a global scale. 

All this is a way of circumscribing that the volatility on markets will remain very 
high and very active management of assets will be of essence. We are in a Keynesian 
policy regime – our “Yes, we Keynes” situation – with an enormous policy influence 
that is not sustainable. This stop-and-go in economic policies may trigger a stop-
and-go on financial markets. Financial investors should not get carried away even 
if the stock market recovery continues forcefully in the near future. Protection is the 
name of the game. 
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These assessments are, as always, subject to the disclaimer provided below

cautionaRy note RegaRDing FoRwaRD-looking StatementS
Certain of the statements contained herein may be 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 that could cause actual results, performance or events to 
differ materially from those expressed or implied in such statements. In addition 
to statements which are forward-looking by reason of context, the words ‘may, will, 
should, expects, plans, intends, anticipates, believes, estimates, predicts, potential, 
or continue’ and similar expressions identify forward-looking statements. Actual 
results, performance or events may differ materially from those in such statements 
due to, without limitation, (i) general economic conditions, including in particular 
economic conditions in the Allianz Group’s core business and core markets, (ii) 
performance of financial markets, including emerging markets, (iii) the frequency 
and severity of insured loss events, (iv) mortality and morbidity levels and trends, 
(v) persistency levels, (vi) the extent of credit defaults (vii) interest rate levels, (viii) 
currency exchange rates including the Euro-U.S. dollar exchange rate, (ix) changing 
levels of competition, (x) changes in laws and regulations, including monetary 
convergence and the European Monetary Union, (xi) changes in the policies 
of central banks and/or foreign governments, (xii) the impact of acquisitions, 
including related integration issues, (xiii) reorganization measures and (xiv) 
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. The matters discussed herein 
may also involve risks and uncertainties described from time to time in Allianz SE’s 
filings with the U.S. Securities and Exchange Commission. The company assumes no 
obligation to update any forward-looking statement.

no Duty to upDate
The company assumes no obligation to update any information contained herein.


