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Higher inflation around the 
corner, no turnaround on the 
labor market 
The ECB should take a relaxed view of today’s inflation figures. 
Inflation rates in the eurozone are set to pick up markedly very 
soon, pushing inflation expectations back up with them. The 
picture on the labor market in the eurozone countries is mixed, 
but, overall, unemployment is likely to decline (slowly) further. 
That is important for the economic outlook and public 
sentiment. 

According to today’s flash estimate for August, eurozone inflation continued to 
hover only marginally above the zero line at 0.2%. But from September, oil-
price induced base effects will probably change the picture. At the end of the 
year inflation is likely to stand above 1% and then climb further to around 1.5% 
in the first quarter of 2017 (at least as long as oil prices don’t collapse again). 
As inflation expectations are frequently influenced by current inflation rates, 
the former are likely to rise as well.  As we see it, the ECB only needs to be 
seriously alarmed if inflation expectations do not move up despite persistently 
higher headline inflation rates. By contrast, it should not be ruffled by today’s 
inflation figures. At next week’s Governing Council meeting, we see no reason 
to expand easing measures or raise the concrete prospect thereof – not least 
given few signs of a slowdown in the wake of the Brexit vote. 

Having previously been on a downward trend, the unemployment rate in the 
eurozone in July remained mired at 10.1% for the fourth consecutive month. 
Going forward, groups of countries are likely to perform differently: in 
countries emerging from a deep recession such as Ireland, Portugal or Spain, 
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the pace of improvement on the labor market is unlikely to be maintained. In 
core countries such as Germany, the Netherlands and Austria, already 
relatively low unemployment limits the room for further major declines. 
Conversely, it is to be hoped that in France and Italy the ongoing recovery will 
finally feed through into greater progress on the labor market. For the 
eurozone as a whole we are not expecting a turnaround, but a gradual decline 
in the unemployment rate (end 2016: 9.8%; end 2017: 9.5%). This will buoy 
private consumption and, in turn, economic growth. The situation on the labor 
market is also of major significance for public sentiment – although the 
current tailwind for populist, euroskeptic or “anti-establishment” currents in 
many eurozone countries doubtless has other reasons as well (worries about 
immigration, security fears given terror risks etc.). 
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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. 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 customers reached 107.4 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 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 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 euro/US-dollar 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. 


