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Market slump: Recession 
fears overdone 
Having followed an upward trajectory with only minor 
fluctuations for some time, the financial markets recently 
found themselves engulfed by a new wave of uncertainty, 
triggering a slump in equities and other high-risk securities. 
This development cannot be traced back to one single cause, 
but owes itself to a whole combination of factors that have 
evidently prompted market participants to reassess the 
outlook for economic and financial market developments over 
the next few quarters. 

As far as the US is concerned, the jitters were doubtless fueled by statements 
made by representatives of the Federal Reserve and weaker economic data of 
late. The eurozone saw expectations of a triple-dip recession mount after even 
Germany's economic engine started to falter. The skeptical mood regarding the 
euro area is evident not only from the considerable correction on the stock 
markets, but also from what are, in some cases, marked increases in risk 
premiums on the government bonds of individual countries. Financial market 
setbacks like these in turn serve to erode economic confidence, meaning that 
they can end up being self-reinforcing. 

So are these fears of a recession justified? Not as we see things. A trigger for a 
real recession is missing. In 2008/2009, it was the global financial crisis, and in 
2012 it was the escalation of the euro debt crisis that sent the eurozone 
economy into a tailspin. The overall conditions that currently prevail are more 
favorable and we even have powerful forces driving the economy. The sharp 
drop in oil and commodity prices will boost purchasing power and serve to 
drive the economic engine. The depreciation in the euro will provide real 
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impetus for eurozone countries – given at least moderate growth in global 
trade. Interest rates are low and banks are starting to relax their lending 
standards. Consumer sentiment is by no means downbeat. Finally, the 
eurozone's former crisis countries are now clearly over the worst. 

So there is no reason to dramatize the situation. This applies in particular 
given the drop in inflation in the euro area, which is largely attributable to 
falling commodity prices and partly also to urgently required adjustment 
processes in the countries at the center of the crisis, meaning that it does not 
have any parallels with the oft-cited deflationary trend in Japan. 

One risk to the eurozone could, however, rear its head if the financial markets 
were to lose trust in the willingness of the heavily-indebted member states to 
implement consolidation and reform measures. This is why it is crucial that 
the most recent reforms announced in France, Italy and - in the field of 
infrastructure investment - also in Germany are put into practice. The 
European Council and the European Central Bank can help to make this 
happen. The sudden surge in the risk premiums for Greece is presumably due 
more to the plan for an early exit from aid programs than to adverse 
macroeconomic developments in Greece itself. 2014 is likely to see Greece 
achieve GDP growth for the first time in a long while, as well as an overall state 
budget that will be virtually balanced. The Greek budget now boasts a 
substantial primary surplus. In this respect, it is important to keep things in 
perspective.  

All in all, the overall backdrop for an economic recovery does not look too bad 
at all. A slight easing of the tension surrounding the Ukraine-Russia conflict 
should also have a positive impact. In this sort of environment, it is highly 
unlikely that uncertainty surrounding the European Central Bank's stress 
tests, for example, or the timeline for deficit reduction in France alone will 
throw the economy off track. 
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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. Over 83 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 2013, 
around 148,000 employees in over 70 countries achieved total revenues of 110.8 billion euros and an operating profit 
of 10.1 billion euros. Benefits for our customers reached 93.9 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/U.S. 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. 


