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Euro Monitor: Economic tailwind but 
reluctance to reform 
 Overall indicator reaches its highest level since 2001 

 Decreasing reform momentum gives cause for concern  

 Germany remains in pole position within the euro area 

 Progress indicator for Germany declined 
 
Munich, March 21, 2018 

From an economic point of view, the eurozone could hardly be in better shape than it is 
today. The upswing seems likely to continue , the peak has just begun. This development is 
reflected in the results of this year's Euro Monitor, with which we measure the state of the 
euro economies on the basis of 20 indicators every year. The average rating for the euro 
area now stands at 6.8 points in the good midfield of the scale of one to ten. Furthermore, no 
EMU country is located in the critically defined depreciation area (1-4 points). 

The strong improvement in the overall indicator since 2012 is not only due to the recent 
economic upswing, but also in particular to the crisis-related structural reforms of the labor 
and product markets in the former programme countries. Macroeconomic imbalances have 
been reduced and, above all, the internal adjustment mechanisms of the monetary union 
have been strengthened in the long term by higher wage and price flexibility. This should 
also increase the convergence of key macroeconomic variables, which is the most important 
prerequisite for a stable currency area. The Euro Monitor data supports this thesis. After the 
harsh setbacks in the crisis years, the economic rapprochement of the EMU members has 
intensified again. Although the development of the individual indicators was not uniform, 
according to our calculations the economic divergence between the national economies is 
even lower today than it was before the crisis. 

“The thesis of many critics that the necessary adjustment processes in the euro area cannot 
take place due to political or social constraints can be refuted. The crisis of the years around 
2012 was not caused by the monetary union itself, but triggered by the misguided policy mix 
in some countries, which in turn resulted in excessive debt, foreign trade deficits and a loss 
of competitiveness. The problem was not the currency, but economic and fiscal policy”, said 
Michael Heise, chief economist at Allianz.  

However, in view of the remaining imbalances, such as the high public debt burden and high 
unemployment rates in many EMU member states, the clean-up process has not yet been 
completed. In the subdivision of indicators into longer-term levels and progress parameters, 
measuring progress in reducing weaknesses, it is clear that the level indicator 2017 alone 
contributed to the improvement of the overall indicator, while the progress indicator 
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stagnated. The reasons for this are not only the economic upswing, but also the declining 
crisis mood and the ECB's expansionary monetary policy. 

Heise: “There is some evidence that the eurozone is now more crisis-resistant and more 
stable than in 2007. Reform progress however has stalled since 2015. It is definitely too early 
for that. The economic tailwind should be used for reforms to arm the monetary union for 
worse times. The next downturn is bound to come.” 

For the former crisis countries, this means further reducing the legacy burden of the crisis. 
The core EMU countries, on the other hand, should make up for the lack of reforms in recent 
years. This concerns mainly France, Italy and Belgium, which are at the rear end  in our 
ranking, but also Germany and Luxembourg, which recently showed very little ambition for 
reform. In addition, measures at EMU level are needed to support national reform efforts. 
National reform efforts should be supported by measures at EMU level that promote 
convergence in the monetary area, such as better coordination of economic policies and 
(financial) incentives to implement structural reforms  

Germany: Positive overall picture, but more progress should be possible 

Germany managed to defend its top position in the overall eurozone ranking with an 
unchanged score of 8.1 points compared to 2016. At 8.9 points, Germany fares exceptionally 
well in the longer-term level indicator if we consider the country's low debt ratios, low labor 
market imbalances and a stable international competitive position. 

Nevertheless, the momentum of reform in Germany is not that impressive. This is shown by 
the progress indicator: its score for Germany declined slightly to 7.3 (2016: 7.4). This places 
Germany only at a mid-field in ninth position within the eurozone. Germany has not been in 
such a modest position in the progress indicator since 2003 – a time when Germany was 
labeled the sick man of Europe 

The most important results of the Euro Monitor 2017 in detail: 

 Although the overall indicator has peaked since 2001, performance has not been 
consistently positive: Fifteen countries were able to improve on their rating in 2017 
compared with 2016, with only four losing ground.  

 In most countries, public-sector deficits and government debt ratio improved, as well 
as unemployment rates, employment growth and labor productivity. There were 
backward steps, however, in reducing structural budget deficits, export growth in 
relation to global trade dynamics and in reducing corporate debt. 

 Germany remains in pole position within the euro area in terms of economic stability, 
with an overall score of 8.1 in 2017 - unchanged from the previous year. This is due, 
in particular, to the country's solid performance in the fiscal sustainability and private 
and foreign debt categories. The Netherlands is just behind Germany in second place 
with 8.0 points. 

 France takes bottom position in our overall rankings this year with 5.4 points, just 
below Italy with 5.6 points, economic imbalances have widened. 

 Shooting stars of the year: Looking at ranking improvements alone, the countries that 
moved up the most in the rankings were Austria and Ireland. Cyprus, on the other 
hand, made the biggest leap in terms of its overall score, which rose by 0.8 points to 
6.2. 
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 As far as the level indicator is concerned, Germany leads the field with 8.9 points. 
Slovenia (8.4 points) and Malta (8.3 points), on the other hand, top the progress 
indicator table. 

 The individual indicator that gave the most cause for concern in 2017 was again the 
unemployment rate (2017: 9.1%).  The average EMU rating remains in the critical 
zone with four points, despite clear improvements in recent years. 

 The best results were achieved in the current account indicator (average EMU rating: 
10 points). Long-term development in unit labor costs, the budget deficit and the 
employment structure have also been positive on the whole. 

 

 

 

 

You can find the study on our homepage: 
https://www.allianz.com/en/economic_research/publications/working_papers 
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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.  

 

 
 
 
 
 
 

 


