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Just an economic soft-patch,
not the end of the upswing!

Today’s stabilization in eurozone purchasing managers'
indices (PMI) is reassuring after recent economic indicators for
the region came in below expectations pointing to a marked
deceleration in economic momentum. The latter was due to a
mixture of exuberant optimism correcting to more reasonable
levels, uncertainty about global economic developments and
temporary special factors. After a surprisingly weak start to the
year, we expect eurozone economic growth to accelerate again.
The ECB should see its cautious course justified and not send
out any new signals on Thursday.

The eurozone composite purchasing managers' index for industry and services
registered at 55.2 points in April, unchanged from the previous month. A
further deterioration in the industry survey — the increase in both total orders
and new export business was the lowest in a year and a half — was offset by a
slight improvement in the service sector survey. Even though economic
momentum in the eurozone has clearly cooled since January, on the back of
weaker demand as well as supply bottlenecks, the end of the upswing is far
from in sight. Evidence for a continued robust development of the eurozone
economy can be found, for example, in the renewed acceleration in job
creation.

In Germany, the composite index rose to 55.3 points (+0.2) thanks to a slight
improvement in the service sector survey and is thus again registering above
the long-term average. The indicator for industry, on the other hand, continued
to decline slightly to 58.1 points (-0.1), its lowest level since July 2017, with the
order intake in April showing the weakest growth in over a year and a half and
export order growth falling to a 16-month low. Foreign demand is likely to be
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affected, among other factors, by the strong euro. On the other hand, it was
encouraging that employment growth has picked up again, especially in the
service sector.

The French purchasing managers' index for industry and services recovered
somewhat in April and remains at a high level of 56.9 points (+0.6). The
indicator for the service sector was responsible for the improvement of the
composite index, while the survey result for the industrial sector fell to a 13-
month low. A renewed increase in incoming orders and the still high mountain
of orders that have yet to be processed, particularly in the industrial sector, as
well as the further upturn in employment growth indicate a sustained robust
growth dynamic in the coming months.

Looking back, at the turn of the year sentiment indicators (including those of
the EU Commission) reflected marked optimism in the light of positive
eurozone economic surprises/forecast revisions. This picture has first been
relativized and then further clouded by concerns about an escalation of the
trade and/or Syria conflict. Not only sentiment indices but also "hard
indicators" such as industrial production and retail sales came in below
expectations. Temporary special factors — such as unusually cold weather, the
flu epidemic or short-term capacity bottlenecks — are likely to have also played
arole.

In our view the eurozone economy is only undergoing a temporary soft-patch.
After a GDP growth rate of at best 0.4% in the first quarter of the year, we expect
economic momentum to pick-up again — albeit quarterly growth rates of 0.7%
achieved in Q2 to Q4 2017 will be out of reach going forward. In addition to
today's PMIs, a key factor on which we base our positive growth outlook is the
expectation that the ongoing improvement in the labor market will continue.
Together with slightly higher wage growth and subdued inflation rates, this
provides a good foundation for private consumption which in turn should prop
up companies’ domestic sales prospects and investment incentives. All in all,
we see little evidence for a marked economic growth setback, but are instead
sticking to our GDP growth forecast of 2.3% for 2018. However, downside risks
are currently rising and their development must be monitored closely.

In view of the fact that most of the EMU economic indicators are currently
declining but remain at a comfortable level, no significant change in
communication is to be expected at the ECB press conference on Thursday. The
ECB will remain confident about growth prospects in the eurozone, while at the
same time considering the inflation outlook not yet sufficiently secure.
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ABOUT ALLIANZ

The Allianz Group is one of the world's leading insurers and asset managers with more than 86 million retail and
corporate customers. Allianz customers benefit from a broad range of personal and corporate insurance services,
ranging from property, life and health insurance to assistance services to credit insurance and global business
insurance. Allianz is one of the world’s largest investors, managing over 650 billion euros on behalf of its insurance
customers while our asset managers Allianz Global Investors and PIMCO manage an additional 1.4 trillion euros of
third-party assets. Thanks to our systematic integration of ecological and social criteria in our business processes and
investment decisions, we hold the leading position for insurers in the Dow Jones Sustainability Index. In 2017, over
140,000 employees in more than 70 countries achieved total revenue of 126 billion euros and an operating profit of

11 billion euros for the group.

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
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.
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