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Good PMIs bolster case for 
tapering from April 
Today’s survey results confirm that the eurozone economy is 
ticking over nicely. In early December the ECB will probably 
outline its tapering plans more specifically. Hopefully it will 
start to taper in April 2017, which would anyway mean an 
extension of the bond purchasing program beyond March of 
next year. 

The composite purchasing managers’ index for manufacturing and services in 
the eurozone rose strongly in October to 53.7 points – the highest level since 
the end of last year. The improvement stemmed mainly from Germany, not 
from France (see below). In the other eurozone countries covered by the survey 
sentiment picked up but remained at a lackluster level. Overall, we are still 
penciling in eurozone GDP growth of 1.5% this year. 

In Germany the composite index jumped from 52.8 to 55.1 – mainly thanks to 
services but also aided by the industrial sector. The strong rise in orders from 
abroad illustrates that the world economy is getting back into gear. Jobs 
growth is being accompanied by rising order books. Today’s survey results 
support our forecast of around 2% growth in Germany this year. 

Although the French purchasing managers’ index for manufacturing and 
services slipped slightly from 52.7 to 52.2 points, a closer look reveals that the 
positives outweighed the negatives. The PMI for the industrial sector not only 
finally breached the 50-point mark, but leapt to 51.3 points. By contrast, the 
PMI for the services sector fell appreciably after the steep rise seen the 
previous month, but at 52.1 points is still at a relatively high level. On another 
positive note, incoming export orders are now at a level not seen since May 
2011. We are sticking with our forecast that, after the blip in the second 
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quarter, the pace of growth will accelerate to around 0.4% in the coming 
quarters and that GDP growth of 1.4% in France this year is achievable. 

All in all the eurozone economy is ticking over nicely and although the pickup 
in inflation over the coming months will be largely due to oil price base effects 
this is still likely to help anchor inflation expectations. Today’s PMI figures also 
contain pointers to rising inflationary pressure. At the final Governing Council 
meeting of this year and together with the release of the latest projections in 
early December, the ECB should raise the prospect of tapering from April 2017 
(in the absence obviously of completely unexpected events). Achievement of 
inflation “close to but below 2%” is not a prerequisite. Rather, the aim is to 
gradually lower the curtain on monetary policy’s ultra-loose crisis mode. The 
challenge for the ECB will be not to spook the bond market too much, 
particularly as the Fed is likely to continue nudging up rates cautiously. On the 
one hand the key is to provide the markets with a degree of guidance, on the 
other the ECB will be keen to maintain flexibility with regard to the 
modalities/speed of tapering. 
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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. 


