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EMERGING MARKETS

Economic outlook 2013

Gregor Eder In 2012 the group of emerging markets recorded the second
Phone +49.69.263-53358 weakest economic growth of the past ten years. For next year we
ifg%gerw expect the economy to pick up, but the scale is likely to vary
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markedly from region to region. For eastern Europe, for
instance, we expect momentum to pick up only slightly —
against the backdrop of continued weakness in the eurozone.
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In the year drawing to a close the emerging markets in Asia, Latin America and
eastern Europe lost substantial momentum. Growth in 2012 as a whole
amounted to an estimated 4.5%, the second worst performance of the past ten
years behind the crisis year 2009. A host of reasons were to blame for what was
only subdued growth by emerging market standards. For one thing, the
emerging markets of course took a marked hit from the economic consequences
of the eurozone sovereign debt crisis. Chinese exports to the EU, for instance,
fell sharply in the course of the year. For another, high energy prices eroded the
purchasing power of households and companies alike.

However, it would doubtless be a mistake to attribute the slowdown in growth in
the emerging markets solely to exogenous factors. In a number of large
economies such as Brazil, China and India in particular lower economic
momentum had and has domestic causes as well. For instance, ongoing
disappointing growth in India of late is also partly a result of the reform
standstill in recent years. The slowdown in China was in principle intentional
from an economic policy point of view, with the Chinese government having
been endeavoring for some time now to counter overheating symptoms in a
number of economic sectors. In addition, it is also keen to achieve more
balanced economic growth in the future: the government aims to reduce the
Chinese economy’s reliance on the export sector and strengthen domestic
demand. None of this is compatible with the growth rates we used to see before
the crisis.
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Although the risks to global growth going forward are still high (think “fiscal
cliff” in the USA, tensions in the Middle East and the related risk of a possible
surge in the oil price, etc.), we expect growth in the emerging markets to
accelerate in 2013. This assessment is based on the assumption that the “worst”
of the eurozone debt crisis is now behind us. The progress made in tackling the
crisis in recent months gives justified cause for hope.

Overall, we see the group of emerging markets growing by 5.3% next year after
4.5% this year. However, the scale of the acceleration is likely to vary appreciably
from region to region, with eastern Europe probably faring the worst. Regional
gross domestic product is likely to increase by 2.8% in 2013 after 2.4% this year.
With growth in the eurozone, the most important export market for eastern
European emerging markets, set to be very sudbued next year as well, recovery
potential will be clearly limited. By contrast, the pickup in Asia is likely to be
stronger, with evidence of somewhat higher momentum already evident in
recent months — not only in China. All told, we are penciling in growth in
emerging Asia of 6.8% in 2013 (2012: probably 6.1%). We see the biggest
difference in growth rates between this year and next in Latin America, where
we expect to see an increase of 3.9% in 2013 after 2.6% this year. Brazil, the
largest country in the region, is likely to lead the way. Spurred by an appreciable
pickup in investment activity, we see GDP growth of 4% following the
disappointing increase of a mere 1% this year. Investment is likely to benefit
from the steep drop in the interest rate level. In addition, we expect to see brisk
public-sector infrastructure investment.

Growth in the emerging markets next year will again clearly outstrip that in the
industrial countries, where we expect to see GDP growth of only 1.3%
(2012:1.1%). This will further boost their importance for the world economy. This
year their share in global output is already likely to have reached 38.5% (based
on current exchange rates). Ten years ago the figure was not even quite 22%.
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Economic growth in selected regions
- GDP, real % change over previous year -

_ 2008 2009 2010 2011 2012" 2013%
26 13 1.1 1.3

Industrial countries -0.1 -3.8

Emerging markets 55 1.3 74 6.1 4.5 5.3

Asia 6.9 5.7 9.6 7.6 6.1 6.8
China 9.6 9.2 10.4 9.3 7.8 8.3

Latin America 4.2 -1.8 6.1 4.2 2.6 3L
Brazil 5.2 -0.3 7.5 2.7 1.0 4.0

Eastern Europe 4.4 -6.2 34 3.9 24 2.8
Russia 5.2 -7.8 43 43 3.7 3.8

World 1.5 -2.2 4.1 29 23 2.7

" estimate ? forecast
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These assessments are, as always, subject to the disclaimer provided below.

ABOUT ALLIANZ

Together with its customers and sales partners, Allianz is one of the strongest financial communities. Around 78
million private and corporate customers rely on Allianz's 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 2011, around 142,000 employees in some 70 countries achieved total revenue of 103.6 billion euros and an operating
profit of 7.9 billion euros.

Benefits for our customers reached 86.5 billion euros. This business success with insurance, asset management and
assistance services is based increasingly on customer demand for crisis-proof financial solutions for an ageing 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 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, and including market volatility, liquidity and credit events (iii) the frequency and severity
of insured loss events, including from natural catastrophes and including the development of loss expenses, (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 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.
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