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Outlook 2017: Optimism despite 
multiple risks 
Elections in France, Germany and the Netherlands, the move of the US President-elect Donald Trump 
into the Oval Office, the start of Brexit negotiations – given the elevated uncertainty hanging over politi-
cal and economic developments next year, there is really only one thing that is certain: 2017 will be an 
eventful and interesting year. 
 
A host of unknowns 
 
Forecasters are yet again faced with the daunting 
task of predicting the impact of political uncertain-
ty on economic developments. In the past year, 
the economy proved fairly resilient in the face of 
unexpected shocks, with neither the Brexit vote in 
the UK, nor the election of Donald Trump, nor the 
failed referendum in Italy shaking the economic 
foundations with any lasting impact. Although the 
global economy reported growth of only 2.4%, the 
economic slowdown in Asian emerging markets 
and the recessions in Brazil and Russia shoulder 
a much bigger share of the blame for this devel-
opment. So does the economic resilience wit-
nessed in 2016 mean that we can be optimistic 
about 2017, which presumably has its fair share 
of political turbulence in store, as well?  
 
We believe that the answer is yes. The global 
economy is in relatively good shape and stands to 
get off to a positive start to the new year after a 
modest acceleration in the closing quarter of 
2016. Given the improvements seen in many up-
and-coming economies over the past few months 
and growth conditions in the developed countries 
that are favorable overall, we predict economic 
growth to the tune of 2.8% for 2017 as a whole. 

There is no doubt that this does not signal the end 
of the "new normal", i.e. the environment of sub-
par economic growth and low inflation that has 
prevailed since the economic crisis. The first 
signs of a tentative turnaround, however, are 
starting to emerge – with long-term interest rates 
and inflation now edging upwards – and this is 
expected to continue in 2017. 
 
Naturally, there will be quite a few unknown fac-
tors at play in 2017 as well: the future US eco-
nomic policy pursued by Donald Trump, the out-
come of the elections in Germany and France, the 
manner in which the Brexit negotiations progress. 
The fact that the US and European central banks 
are currently pursuing very different monetary 
policy paths and the mounting personal debt lev-
els in many emerging markets create additional 
economic uncertainty and financial market risks. 
So once again, the accuracy of the forecasts for 
Germany and Europe will depend on whether the 
assumptions regarding political and glob-
al economic developments prove to be correct. 
  
US economic policy set to be more expansive 
 
As far as future US economic policy is concerned, 
it is still unclear which election promises Donald 
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page 2 Trump will ultimately opt to keep, especially since 
the future US President does not appear to sub-
scribe to any consistent economic policy concept. 
Rather, it would appear that his leadership will 
result in a new policy mix: monetary policy will 
provide somewhat less of a boost to economic 
development, whereas fiscal policy will do much 
more to prop up the economy. Although the scale 
of the measures is not yet clear, Trump will re-
main true to his pledges to cut taxes and launch 
investment initiatives. These measures are likely 
to stoke economic growth in the course of 2017 – 
despite the dampening effect of rising inflation, 
slightly higher interest rates and the resulting 
appreciation of the US dollar. Our forecast does 
not include the prospect of an extended trade war 
between the US and China or other key trading 
partners. Unfortunately, the US is likely to go 
down the road of implementing individual protec-
tionist measures and making threats in reaction to 
its rising trade deficit. An escalation of these trade 
conflicts would, however, create a major down-
side risk for the US as well, which is why the 
country is well advised to avoid them. 
 
The eurozone is headed for choppier waters 
 
So far, the eurozone economy has remained 
stable in spite of the major political challenges in 
its path. Looking ahead to the coming year, eco-
nomic growth is likely to remain close to the po-
tential rate, i.e. the long-term growth trend, for the 
third year running. Domestic demand will continue 
to be the main driving force. Although consumers 
are likely to be slightly less keen to spend due to 
rising inflation and the rebound in oil prices, the 
ongoing increase in employment is likely to pro-
vide an additional boost. The specter of deflation 
is expected to disappear for the time being in 
2017.  
 
2017 looks set to be a particularly turbulent year 
for the euro currency markets. Unlike the Fed, the 
ECB is not expected to shift down a gear, but 
rather is likely to stick with its ultra-loose mone-
tary policy. Given this major policy divergence, 
the weakness of the euro is likely to persist. This 
is anything but welcome. Although the weak euro 
will make exports from the eurozone more com-
petitive in terms of price, consumers will lose out 
as a result of higher import prices. And in the long 

term, depreciation tends not to be a good thing for 
competitiveness, because it encourages a lax 
attitude to improving efficiency and promoting 
innovation.  
 
The transatlantic interest rate relationship is of 
major significance for German and European 
households and savers. The ECB's expansive 
monetary policy is unlikely to sever the ties be-
tween European and US interest rates complete-
ly. This would be a good thing – for savers and 
their retirement assets, but also for the stabiliza-
tion of the euro. 
 
The main challenges facing the single currency 
area in 2017 are likely to be political ones. In 
addition to the Brexit negotiations, the spotlight 
will be on the parliamentary elections in key EMU 
member states, such as the Netherlands, France 
and Germany. These elections could result in a 
real shake-up of the European political landscape, 
because parties with anti-European and xeno-
phobic tendencies have recently been gaining 
ground across the board. This would have an 
impact on the member states' willingness to push 
ahead with reforms, which is already fragile 
enough, both nationally and at the eurozone level.  
It is crucial for the member states to plough ahead 
with reforms and consolidation in order to keep 
the growth process intact in the longer term and 
create more jobs in the eurozone.  
 
Emerging markets back on the path to expan-
sion, but still not as sustainable as they need 
to be 
 
As far as the world's up-and-coming economies 
are concerned, next year is likely to bring a mod-
erate acceleration in growth: This development 
will be encouraged primarily by the economic 
stabilization in the two emerging market heavy-
weights, Russia and Brazil, as well as by ongoing 
expansive economic and fiscal policy in China. 
But the good news for 2017 comes with a warning 
for the medium term: the expansive economic 
policy has created growing macroeconomic im-
balances in many emerging markets, mainly in 
the form of galloping corporate debt and inflation-
ary real estate prices. This is not something that 
the economy will be able to withstand year after 



page 3 year, and the risk of dramatic corrections is 
mounting.  
 
All in all, the global economy is expected to show 
an improvement in 2017 compared with 2016. 
The forecasts are, however, subject to considera-
ble uncertainty given the number of political and 
economic risks lurking in the background. This  
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

holds particularly true for developments in the 
latter part of 2017 and with a view to 2018/19. We 
believe that the main medium-term risks lie in the 
increasing lure of populism and protectionism, 
exchange rate distortions and mounting financial 
market risks as a result of ultra-loose monetary 
policy, and rising macroeconomic imbalances in 
the US and China driven by a more expansive, 
debt-financed fiscal policy.  
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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. 


