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Eurozone: Maintaining the re-
form momentum remains a must 
The eurozone economy is moving in the right direction, gradually tackling economic imbalances and 
becoming more resilient in the process. However, despite ongoing signs of improvement, the road 
ahead is still long and the pace of adjustment moderate at best. With the risk of complacency running 
high, sticking to the reform course remains a must – for former program countries as well as Germany. 
 
THE GOOD: ECONOMIC STABILITY ON THE 
RISE  
 
Prospects for the eurozone economy are improv-
ing. At 1.5% in 2015, economic growth was still 
not exactly booming. It has, however, gained in 
breadth and resilience. This is illustrated by the 
latest results for the Allianz Euro Monitor, which 
with the help of 20 indicators encompassing the 
categories “Fiscal sustainability”, “Competitive-
ness”, “Employment and productivity” and “Private 
and foreign debt” measures macroeconomic im-
balances in the eurozone. The indicators are 
given a score of 1 to 10 (best score), the average 
of which provides the overall rating.  
  
In 2015 the average rating for the eurozone as a 
whole rose for the third consecutive time to 6.6 
points – a score that signals a middling perfor-
mance – up 0.2 points on the previous year. The 
gains in economic health were widespread: Fif-
teen countries saw their ratings rise in 2015, with 
only three witnessing a deterioration compared 
with the previous year. Moreover, for the first time 
since 2007 not a single country featured at the 
critical end of the scale (average rating of 1-4 
points) which signals large and dangerous imbal-
ances. Now that the eurozone’s economic health 

is showing signs of improvement, has the time 
come to relax the reform momentum? 
 
THE BAD: STILL A LOT OF ROOM FOR IM-
PROVEMENT 
 
The currency union has made substantial pro-
gress since the height of the debt crisis in 2012, 
reducing economic imbalances and raising the 
overall economic health in the process. Despite 
moving in the right direction many eurozone 
economies still have a long way to go before the 
currency bloc achieves an average rating con-
sistent with a “good” performance (8-10 points). 
Bottom-placed Cyprus and Greece with respec-
tive ratings of 4.6 and 5.0 points clearly still have 
a lot of room for improvements, but even Germa-
ny, which took the Euro Monitor’s pole position for 
the second consecutive year, barely qualified with 
a rating of 8.1 points. In part, the eurozone’s me-
diocre average rating reflects the deep economic 
scars left by the debt crisis. To date the vast ma-
jority of member states have barely started to 
tackle these legacies, including high public debt 
and unemployment. Not surprisingly these are the 
two lowest-rated indicators within the Euro Moni-
tor spectrum. Given the size of the imbalances, it 
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page 2 would be irresponsible to hope that the moderate 
eurozone recovery will whittle them down. 
 
THE UGLY: FISCAL CONSOLIDATION MO-
MENTUM COMES TO A HALT 
 
Given the ongoing need to improve economic 
stability in the eurozone further, the gradual pace 
at which economic imbalances are actually being 
reduced is a concern. Even more worrying, how-
ever, is the outright reversal of reform momentum 
in one key area. The results of the Euro Monitor 
show that while the eurozone economy in 2015 
improved in the categories “Employment and 
productivity” and “Competitiveness”, no progress 
was made in the section “Private and foreign 
debt” while the rating on “Fiscal sustainability” 
actually declined slightly. In fact, in 2015 the as-
sessment of the currency bloc’s public finances 
deteriorated for the second year in a row despite 
favorable conditions for fiscal consolidation given 
accelerating economic growth and declining inter-
est rates. In 2015 the government debt ratio fell 
for the first time since 2007, but the eurozone’s 
debt burden at close to 91% of GDP remains 
excessive. The current state of public finances in 
the eurozone provides no basis for a relaxation of 
the consolidation drive.  
 
REFORM MOMENTUM NEEDS TO BE MAIN-
TAINED ACROSS THE EUROZONE 
 
The past few years have shown that most of the 
structural weaknesses that many EMU countries 
are grappling with can only be resolved over a 
long period of time. The most important thing, 
however, is that reform and consolidation are 
maintained to get things moving in the right direc-
tion and that progress is made in reducing imbal-
ances.  
The Euro Monitor’s "progress indicator” 
– a sub-indicator focusing only on the indicators 
that assess shorter-term progress or retreat – 
provides a good gauge of the reform momentum 
at country level. It suggests that beyond the cycli-
cal recovery of the eurozone economy which has 
helped lift all boats – the average rating –, the 
improvement was largely driven by adjustments 
recorded in the former program countries. At the 
same time, those countries with fewer structural 
imbalances have displayed more subdued reform 

ambitions in recent years. While it is not surpris-
ing that countries with a lower potential for im-
provement also have less homework to do, the 
risk remains that these countries will become 
complacent. In fact, “core countries” including 
Finland, the Netherlands, Austria and France 
have all seen their Euro Monitor ranking deterio-
rate compared with their relative positions in 
2000. 
Reforms aimed at boosting future growth are still 
essential – for all eurozone member states. The 
former problem countries will need a few years 
yet before their return to economic stability can be 
classed as a "done deal". Despite significant im-
provement, substantial weaknesses and imbal-
ances remain. The post-crisis clean-up cannot yet 
be concluded. Conversely, countries like Germa-
ny cannot afford to rest on their laurels just be-
cause their economies enjoy a healthy basis for 
growth. Otherwise, this healthy foundation could 
well be eroded over time. Additional efforts will 
need to be made if the country wants to stop the 
corresponding parameters from coming under 
pressure in the future. 
 
EUROZONE AT RISK OF BECOMING COM-
PLACENT 
 
As the sense of crisis in the eurozone subsides, 
the need for reform tends to be consistently un-
derestimated: Hardly any governments are still 
pursuing ambitious reform plans. The reform and 
consolidation efforts of recent years are bearing 
fruit, but now is not the time to relax. The competi-
tiveness of the eurozone economy needs to be 
improved further and the clean-up of public fi-
nances driven forward. After all –  even if it is 
unlikely to happen tomorrow – national govern-
ments need to prepare for a turnaround in interest 
rates if they wish to avoid a renewed wave of 
uncertainty about the sustainability of government 
debt in a number of countries. 
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About Allianz  
 
Together with its customers and sales partners, Allianz is one of the strongest financial communities. 
About 85 million private and corporate customers insured by Allianz rely on its knowledge, global reach, 
capital strength and solidity to help them make the most of financial opportunities and to avoid and 
safeguard themselves against risks. In 2015, around 142,000 employees in over 70 countries achieved 
total revenues of 125.2 billion euros and an operating profit of 10.7 billion euros. Benefits for our cus-
tomers reached 107.4 billion euros. 
This business success with insurance, asset management and assistance services is based increas-
ingly on customer demand for crisis-proof financial solutions for an aging society and the challenges of 
climate change. Transparency and integrity are key components of sustainable corporate governance 
at Allianz SE. 
 
 
 

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 in-
volve 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) per-
formance 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 regula-
tions, (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. 


