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Euro Monitor: Macroeconomic imbalances
rising again

e After three years of steady improvement, overall indicator for
economic stability dips

e Healthy economic growth and loose monetary policy ease reform
pressure

e Germany ranks top and is only country to get overall rating “good”

e France and Italy slip from midfield to bottom of the table

Despite the healthy economic performance in 2016, the eurozone failed to make further
progress in reducing macroeconomic imbalances. In the Allianz Euro Monitor we measure
these imbalances using 20 indicators. After three years of steady improvement, the overall
indicator, which captures the stability of growth, has now fallen. In most countries public-
sector deficits and employment improved somewhat, whereas structural budget deficits,
export growth in relation to global trade dynamics and productivity growth all slipped,
resulting on balance in a slight deterioration.

In the years since the euro crisis the Euro Monitor had recorded substantial improvements.
Since 2012 the average rating for the eurozone has climbed by almost 1.5 points and, at 6.5
points on the scale of one to ten, is now comfortably mid-table. Moreover, there are no longer
any eurozone countries in the critical zone (1-4 points). This is not only thanks to the reform
efforts undertaken in the former crisis countries, but also due to the wide economic recovery.
The Euro Monitor 2016 illustrates that growth alone is no longer enough to boost economic
stability in the eurozone.

“With its ultra-loose monetary policy the ECB has bought time to implement reforms, but the
window of opportunity has not been sufficiently used. This is particularly striking in the case
of the two core eurozone countries, France and Italy,” said Michael Heise, Chief Economist
at Allianz. The lingering economic problems failed to jolt them into action. Rather, France and
Italy have both lost substantial ground in recent years and have fallen from midfield to the
bottom of the table. Indeed, they now lag some way (0.5 points) behind the former crisis
countries.
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The most recent member states, such as the Baltic economies for instance, perform
substantially better. In the overall eurozone ranking, Slovenia and the Slovakia actually come
in third and fourth behind Germany in first place and the Netherlands in second.

Heise: “Reducing imbalances is a protracted process requiring discipline and perseverance.
But it is the only way to strengthen the eurozone in the long term. It is high time to start a
debate on how the eurozone can be rendered crisis-proof in the long term if two of the
largest members are dragging their feet on the reform front. Carrying on as before is not an
option”.

Highlights of the Euro Monitor 2016:

e The overall indicator for the eurozone as a whole came in at 6.5 points, down from 6.7
points in the previous year. But the performance was not negative across the board: 13
countries notched up a higher score in 2016 than in 2015 and only five a lower score.

e The level indicator improved only marginally from 5.9 to 6.0 points in 2016. The
component indicator shows that the clean-up process after the financial crisis is making
only slow progress and is far from concluded.

¢ Germany again leads the field in 2016 with a score of 8.1 points. Germany is still the only
country to get an overall rating of “good”. Some way behind in second place comes the
Netherlands with 7.5 points, closely followed by Slovenia with 7.2 points.

¢ France and ltaly share bottom place this year with 5.4 points, some way behind Greece
and Portugal with 5.9 points. This poor placing is due to the fact that France and Italy
have allowed the economic imbalances to grow again, especially in the category
competitiveness, whereas Greece and Portugal are at least moving in the right direction.

e The shooting stars in the ranking are the Netherlands, Estonia and Finland. Cyprus
recorded the biggest single jump in its overall score with an improvement of 0.8 points to
5.9. This saw the former crisis country climb up three rungs in the overall ranking, taking
it off bottom place for the first time since 2011.

e The unemployment rate (2016: 10.0%) was once again the most worrying indicator
despite a slight improvement. Only three countries — Germany, Malta and Austria —

clocked up a “good” rating.

e The average eurozone score for government debt and labor productivity, which is
stagnating across the eurozone, came in at 4 points, also still in critical territory.
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Munich, March 21, 2017
For further information please contact:

Lorenz Weimann Tel. +49.69.24431-3737

About Allianz

The Allianz Group serves 86 million retail and corporate customers in more than 70 countries, making it one of
the world’s largest insurers and asset managers. In 2016, over 140,000 employees worldwide achieved total
revenues of 122.4 billion euros and an operating profit of 10.8 billion euros. Allianz Group managed an
investment portfolio of 653 billion euros. Additionally our asset managers AllianzGl and PIMCO managed over
1.3 trillion euros of third-party assets. Allianz customers benefit from a broad range of personal and corporate
insurance services, ranging from property and health insurance to assistance services to credit insurance and
global business insurance. As an investor, Allianz is active in a variety of sectors including debt, equity,
infrastructure, real estate and renewable energy. The Group’s long-term value strategies maximize risk-
adjusted returns.

These assessments are, as always, subject to the disclaimer provided below.

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.
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