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The Covid-19 crisis has widened the gap between advanced economies (AEs) and
emerging markets (EMs) when it comes to systemic social risk!. Our Social Risk Index
(SRI) identifies countries particularly vulnerable to systemic social risk, including
events such as anti-government protests and other incidents that could become
game-changers for politics and policymaking, as well as business and investment de-
cisions. In 2021, systemic social risk declined for AEs overall, with the four Nordic
countries and Switzerland making up the top five of our ranking. However, there are
four exceptions (the US, France, Portugal and Greece) that experienced a deteriora-
tion in their SRI score. And in EMs overall, systemic social risk has risen: While Estonia
(rank 16), Czechia (19th) and Slovenia (20th) are the best-ranked EMs, Congo DR,
Sudan, Afghanistan, Nigeria and Zimbabwe exhibit the highest levels of social risk.
Congo DR and Afghanistan have also experienced some of the largest deteriorations
over the past one and a half years, along with Myanmar and Peru.

Taking stock of Covid-19 economic policy responses, we found soft evidence that on
trend social risk mostly declined in countries (i) with a strong fiscal response and/or
(ii) where unemployment was kept in check, and vice versa. Diving deeper, we find
that if labor market policies to tackle Covid-19 were implemented predominantly
through support to firms, as seen in most low- and lower-middle-income economies,
then any substantial change in social risk can be attributed to the choice of Covid-19
interventions. In this context, the policy response does not appear to have paid off in
countries such as Ukraine, the Philippines and Sri Lanka. In contrast, if policies to
tackle Covid-19 included a significant share of direct job-protection measures and
cash transfers, as seen in most upper-middle- and high-income economies, then any
substantial change in social risk is more attributable to underlying vulnerabilities or
strengths than to the Covid-19 response. In this context, countries such as Belarus,
Lebanon and Peru are clearly facing underlying vulnerabilities that more than offset
any positive effects of Covid-19 policy response.

As governments work to build stronger institutions after the Covid-19 crisis, there are
three priorities to focus on to minimize social risks in the future: food security, gender
inequality and income inequality. Global food prices have surged by +43% since the
beginning of the pandemic, and 70-161 million additional people are estimated to
have experienced food deprivation during the crisis. In this context, a deep change in
the global food and agriculture system is needed if we are to nourish the portion of
the population that is hungry today and the additional 2bn people the world will have
by 2050. Gender equality also took a hit after Covid-19, with violence against women
and girls increasing in many parts of the world, and holes in social protection amid
rising poverty leaving women more vulnerable than men. In this context, recovery
programs should take into account gender consequences, removing legal barriers
against women and reinforcing efforts to protect them from violence. Finally, rising
income inequality in both developed and developing countries requires governments
to rebuild and rethink the design and implementation of traditional public interventi-
on in labor markets, social insurance and other social policies.

This paper provides an update of the Social Risk Index (SRI) that we created in spring 2020. The SRI comprises structural determinants that measure underlying strengths, weaknesses and
the perceptions of political, institutional and social frameworks for 185 countries (a widening of the scope from the 102 countries we analyzed in in 2020), ranking them with a score between
0 (highest risk) and 100 (lowest risk). The SRI neither measures the probability of a social crisis nor predicts the next social unrest event. It is rather a vulnerability indicator that focuses on

2 the longer term structural determinants of social risk.
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Denmark scored the highest
in our Social Risk ranking for 2021.



Allianz Research

FROM COVID-19

Even before Covid-19 upended our
lifestyles, social and political risk were
already on the rise in a number of
countries and regions, largely due to
the mismanagement of social protec-
tion. As advanced and emerging econ-
“build back better”,
protecting the most vulnerable and

omies try to

those previously forgotten by the eco-
nomic engine should also be a priority.
In development economics, there are
five pillars for prosperity: education,
health, social and cultural amenities,
environmental quality and access to
information and communication tech-
(ICT)2.
Addressing these pillars in underserved

nology and transportation
communities will help the global com-
munity not only build back better, but
also build back stronger, safe and sus-

tainable.

We will analyze these pillars in the con-
text of our proprietary Social Risk Index
(SRI) which we developed and intro-
duced in spring 2020. The SRI identifies
underlying strengths, weaknesses and
perceptions of a country’s political,
institutional and social frameworks,
signaling the general susceptibility to
“systemic social risk” events that could
be game-changers with regard to poli-
tics and policymaking, as well as busi-

ness and investment decisions. This

year, we have broadened the scope of
the SRI to 185 economies (from 102 in
the 2020 analysis) i.e. nearly all sover-
eign countries. We identify countries
and regions that experienced a signifi-
cant change in their level of systemic
social risk in the course of the pandem-
ic, for better or worse, and take stock of
the economic policy responses. For
details on the methodology of the So-
cial Risk Index, see Appendix 1.

Advanced economies: The unprece-
dented response paid off

What may surprise some readers is
that systemic social risk in AEs as a
whole declined during the first 18
months of the pandemic, according to
our analysis. The average SRI score of
26 AEs has gone up +3.0 points to 74.2
in December 2021 (see Figure 1). A
look at the components of the SRI puts
this in perspective. AEs have experi-
enced a marked decline in the real
GDP per capita growth trend and a
moderate decrease in the labor force
rate. Both
impact of the Covid-19 crisis on econo-

participation reflect the
mies and employment. But the nega-
tive impact on these two components
was than
increases in the scores for public social
spending (as a percentage of GDP),

more compensated by

4 2 The Five Pillars of Economic Development. O'Hara, S. (2016).

imports of food and fuel (in % of GDP)
and currency depreciation. Thanks to
massive fiscal stimulus measures, all
AEs could provide better social protec-
tion than many EMs. Imports of food
and fuel were upheld during the pan-
demic as needed in AEs — in contrast to
many poorer countries which could not
afford that - GDP
shrank in 2020. Moreover, relative sta-

while nominal

ble currencies vs. the USD were also
supportive for imports and relative
social peace in AEs. The other seven,
mostly more structural components of
the SRI remained relatively stable over
the past one and a half years in AEs.

All AEs are ranked among the best 44
185
unchanged from June 2020 when they

out of economies, almost
were all among the top 43 (see Figure
10 in Appendix 2 for the overall scores
and rankings). Denmark defended its
lead with a SRI score of 84.5 out of a
maximum of 100, followed by its three
Nordic neighbors and Switzerland.
Germany is ranked seventh (down
from rank five in 2020 despite an im-
provement by 2.4pts to a SRI score of
78.8). The labor force participation rate
did not deteriorate in Germany, thanks
to the generous “Kurzarbeit” scheme,
but government effectiveness declined,
albeit from a high level.



This may reflect the comparatively
poorer handling of the impact of the
pandemic since the beginning of the
second wave in October 2020. Mean-
while, the biggest leaps in social risk
reduction were registered in New
Zealand (rank six, up from 14) and
Australia (rank 14, up from 32), sug-
gesting that
measures to contain the spread of

Covid-19 may have been well received

successful  lockdown

by the populations.

Among the 26 AEs, there are four ex-
ceptions (France, Portugal, the US and
Greece) that experienced a deteriora-
tion in their SRI score in autumn 2021
as compared to spring 2020. France
dropped to rank 17 (down from rank
nine in 2020 as the score fell -1.7pts to
72.5). Divergent from the average AE
pattern, France saw significant increas-
es in income inequality and perceived
corruption as well as a decrease in
government effectiveness. Positively,
however, political stability increased
somewhat (though the score is still
moderate at 56.6). Portugal dropped
to rank 18 (from 10), experiencing a
steeper decline in labor force partici-
pation than the average AE and at the

Figure 1: Average Social Risk Index (SRI) score (from 0 = highest risk to

same time deteriorating political stabil-
ity, government effectiveness and per-
ceived corruption. The US suffered the
same deteriorations as Portugal but
more pronounced and saw the steep-
est fall among AEs to rank 35 (from 27,
-2.3pts). As seen last year, Greece ex-
hibited the highest vulnerability to so-
cial risk among AEs. It slipped down
rank to 44th (slightly down
-0.2pts). Differing from the average AE,

one

Greece is facing a higher share of im-
ports of food and fuel in relation to
GDP and this dependence increased
the
adversely affecting the score. However,

markedly  during pandemic,
the country experienced moderate
improvements in income equality,
government effectiveness and per-

ceived corruption.

Emerging markets:
Increased disparities

Systemic social risk in EMs as a whole
has risen, and the high regional dispar-
ity that we discovered in 2020 has fur-
ther increased. However, the ranking
remains un-

among EM regions

changed (see Figure 1).

100 = lowest risk) for selected country groups
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Emerging Europe

On a regional basis, overall social risk
has remained comparatively moderate
and unchanged over the past 18
months in Emerging Europe. However,
there is a big intra-regional divide be-
tween richer and poorer countries.
Nine of the 11 EU member states in the
region have a SRI score of more than
60 and are on par with many AEs. This
suggests that EU membership not only
enhances prosperity but also social
stability®. Bulgaria and Romania are
the exceptions, with SRI scores below
55. These two countries are the poorest
EU members and they score particular-
ly badly with regard to trust in govern-
ment. This is reflected in the ongoing
frequent government changes before
the end of legislative periods and, in
2021, also in very low vaccination
rates, despite sufficient access to jalbs.
Generally, most of the EU member
states have also experienced a decline
in social risk over the past 18 months
(and thus an increase in their SRI
scores). This can be attributed to strong
fiscal stimulus (in the form of social
spending), protection of the labor mar-
ket and relative currency stability.

Advanced Economies
Emerging Europe
Emerging Asia
Middle East
Latin America
Africa

Global average

74.2 +3.0
53.0 +0.0
47.6 -1.0
46.4 -0.8
41.8 -5.0
36.0 -1.5
47.8 -1.1

Source:s Various, Euler Hermes, Allianz Research
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3 See our recent report The middle income trap: inequality across countries after Covid-19 which shows that most of the successful transitions of economies from the middle-income to the

high-income level since 1995 are found among EU member states, including five countries in Central and Eastern Europe.
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Higher social risk in Emerging Europe is
a given in most CIS+ countries, some
Balkan states and Turkey. Among the
larger countries, Serbia scores relative-
ly well with a SRI of 59.6 and rank 46.
But Russia (rank 75) Ukraine (81) and
Turkey (122) all have a SRI score of 50
or below, with sharp currency depreci-
ations during the pandemic adding to
the declines in consumers’ purchasing
from  Turkmenistan,

power. Apart

Kyrgyzstan and Tajikistan, Turkey
remains the country most vulnerable to

social risk in the region.

Emerging Asia

Emerging Asia continues to rank sec-
ond on overall social risk at the region-
al level. The average regional SRI
score decreased only slightly by -1.0pt
to 47.6 over the past one and a half
years. South Korea, Ching, Singapore,
Hong Kong and Vietnam saw a signifi-
cant decline in systemic social risk,
likely for the same reasons as New
Zealand and  Australia, namely
successful lockdown measures to con-
tain Covid-19 (at least for a long time).
Vietnam thus escaped the group of
populous countries in the region with
significant vulnerability to systemic
social risk. India, Indonesia, the Philip-
pines, Bangladesh, Sri Lanka and Paki-
stan remained in this group and Thai-
land joined it after a drop by -8.2pts in
its SRI score since June 2020. The in-
crease in social risk in Thailand reflects
a sharp decline in real per capita in-
come, exacerbated by a steep currency
depreciation, decreased fiscal reve-
nues and low social spending, as well
as weakened governance indicators. In
the region, Thailand’s drop in the SRI
was only trumped by Laos (-10.6 pts),
Afghanistan (-14.5 pts) and Myanmar
(-14.9 pts). The two latter countries al-
ready posted poor SRI scores in 2020,
suggesting high social risk, and the
slump in this year's scores obviously

reflects the serious deterioration of
their respective political situations.

Middle East

The Middle East region’s average SRI
score has declined slightly by -0.8pts
since spring 2020 to 464, keeping the
region close on the heels of Emerging
Asia. However, the disparity of systemic
social risk between the six GCC mem-
ber states and the six non-GCC states
has further increased since the begin-
ning of the pandemic. The GCC states
have SRl scores between 513
(Bahrain, rank 69) and 68.7 (Qatar,
rank 24), suggesting moderate to low
risk. All of them are high-income econ-
omies and, like AEs, they all experi-
enced a slight decline in social risk,
mainly reflecting more stable real per
capita incomes compared to other
EMs, thanks to stable exchange rates
(currency boards) and low inflation
rates.

Among the non-GCC states, Irag and
Lebanon saw the largest declines in
their SRI scores. The two countries also
experienced the sharpest real GDP
contractions in 2020, by -15.7% and
-25%,
dropped -10.1pts to 29.5, lowering the

respectively. Irag’s SRI score
country to rank 162 (from 135) in our
analysis. This was mainly driven by two
developments: (i) the shift from a small
double surplus in the fiscal and current
accounts to a huge double deficit in
2020 amid low oil prices and (ii) the
-18.5% devaluation of the Iragi dinar at
the turn of the years 2020 and 2021,
which led to a +20% increase of the
prices of basic foodstuffs. The former
triggered the latter and also caused a
low level of social spending to mitigate
the impact of Covid-19. Meanwhile,
Lebanon’s SRI fell -8.8pts to 28.7, mov-
ing it to rank 166 (from 148). This
reflects the full breadth of the domestic
political, economic and financial crises
ongoing in the country: economic activ-

ity and labor force participation have
plunged, governance indicators fell
substantially and the purchasing pow-
er of consumers dropped dramatically
due to the currency decline.

Latin America

Latin America is the region where
systemic social risk has deteriorated
the most, indicated by the -5.0pts fall in
the average regional SRI score to 41.8.
This is not surprising in the context of its
sharp currency depreciations and often
weak government responses to the
pandemic. Only six out of 31 countries
have recorded a better SRI score this
year: Chile, Mexico and four small
economies with minor improvements
which nevertheless remain in the high
social risk category. Chile and Mexico
have both improved by +3.5pts, thanks
to increased fiscal revenues and social
spending, a decline in perceived cor-
ruption (though the level remains very
high in Mexico) and a smaller currency
to the
spring 2020 survey, such that prices for

depreciation as compared

essential goods have not increased as
much as elsewhere. Sentiment in Chile
may also have benefited from the rap-
id vaccination rollout in the country.
However, while Chile’s overall SRI score
has moved above the 50 points mark
and the country is assigned rank 72 in
this survey (up from 96), Mexico contin-
ues to face high social risk with a SR
score of 364 and rank 136 (up from
160), even though it has overtaken
Brazil (rank 142), Colombia (rank 151)
and Peru (rank 154). The latter is the
biggest loser in the region over the
past 18 months, having dropped
-13.6pts to a score of 31.0, trailed in the
region only by Nicaragua, Venezuela
and Haiti. Peru’s fall reflects a sharp
currency depreciation,
space and spending and weakened
governance indicators.

lower fiscal



This has occurred against the back-
drop of the presidential election in
March 2021,
contested and marked by strong insta-

which  was heavily
bility as the opponent claimed victory
over the current president, the far-left
Pedro Castillo. Although the situation
has improved, there is still a height-
ened risk of political instability and the
policy shift presents new risks to firms.
Castillo’s election has already led to
substantial capital flight and contribut-
ed to the depreciation of the Peruvian
sol.

Overall, the sharp deterioration in sys-
temic social risk in Latin  America,
spread over many countries, suggests
that more public protests cannot be
ruled out in the region over the next
two years or so.

Africa

Systemic social risk remains the highest
in Africa according to our updated
analysis. However, it has not substan-
tially increased during the pandemic.
The continent continues to be the
weakest region with an average score
of just 36.0, slightly down by -1.5pts
compared to spring 2020. Only three
out of the 53 African countries score
above 50.0: Seychelles (rank 51, up
from 111, thanks to a +12.0pts im-
provement), Cape Verde (rank 60) and
Botswana (65). The next best ranked
countries in the region are Egypt (78),
Namibia (84) and South Africa (88),
with the two latter making big leaps in
the SRI score over the past 18 months
(+7.9 and +6.4pts, respectively). This

may be surprising at first sight, espe-
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cially the case of South Africa. The
main driver of the improvement was a
strong recovery of the closely correlat-
ed currencies of the two countries after
the initial shock at the beginning of the
pandemic, which has helped to contain
Additionally,
increased social spending has been
supportive.

On a negative note, seven of the 10

imported inflation.

worst-ranked countries are in Africa.
These include failed states such as
Congo DR, Sudan, South Sudan and
Zimbabwe, but also the major oil ex-
porters Angola and Nigeria, which
have not been able to turn windfall oil
revenues into economic welfare for the
entire population.
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ECONOMIC POLICY RESPONSES

Looking at social risk in the context of
countries’ fiscal responses to Covid-19
suggests that there is a loose correla-
tion of +25% between the size of coun-
tries’ fiscal stimulus measures and the
change in our SRI scores across our
sample of 185 countries (see Figure 2).

Figure 2: Correlation between the fiscal response to Covid-19 and

changes in the SRI
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This indicates that on trend social risk
mostly declined in countries with a
strong fiscal response and vice versa.

Moreover, looking at social risk in the
context of rising unemployment in
2020-2021, we find a loose negative
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change in unemployment and the
change in our SRI scores (see Figure 3).
This means that, on trend, the more the
unemployment rate rose, the more
social risk increased, and vice versa.

Figure 3: Correlation between changes in unemployment and in the SRI
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Source:s Various, Euler Hermes, Allianz Research



While these correlations are not sur-
prising in general, their relative weak-
ness raises the question of whether the
shape and choices of Covid-19 inter-
ventions also play a role with regard to
their impact on changes in social risk.
In other words, can changes in social
risk be attributed to Covid-19 respons-
es or rather to underlying vulnerabili-
ties/strengths.

Apart from a range of public health
and containment measures, govern-
ments around the world have respond-
ed to the Covid-19 crisis with numerous
social, financial and macroeconomic
policies to mitigate the economic im-
pact of the pandemic. Labor market
and social security policies have been
a key component of the response in
both AEs and EMs. These interventions
have targeted workers (the supply
side) and firms (the demand side) as
well as the regulatory framework of
the labor market. While the
affects both workers and firms, they

latter

are implemented through firms and
are primarily aimed at helping them to
survive; hence they can be considered
as demand-side measures as well.

A study by the World Bank showed
that labor market policies in develop-
ing economies have primarily focused
on the demand side, especially on
providing firms with liquidity and in-
creasing regulatory flexibility*. These
measures comprise 77% of all interven-
tions launched in 55 economies that
represent 80% of the population of all
low- and middle-income countries. And
all but one of these 55 economies have
least such

implemented  at one

measure.

* See De la Flor, L. et al. (2021), “Taking Stock of Covid-19 Labor Policy Responses in Developing Countries”, Jobs Watch COVID-19, World Bank.

In contrast, less than 40% of these 55

countries have introduced policy
measures directly aimed at increasing
the disposable incomes of workers and
the unemployed (such as wage subsi-
dies, unemployment benefits, income
tax reduction or public works). Moreo-
ver, the World Bank study showed that
poorer developing economies have
implemented less of such measures
than richer ones. This pattern can be
extended to AEs, which have imple-
mented more numerous direct govern-
ment support measures for workers
than EMs - on top of large-scale

measures for businesses.

Under the assumption that the supply-
side labor market policies have a
greater positive impact on the senti-
ment of workers and people in general
than demand-side policies, it can be
concluded from the findings of the
World Bank study that:

1. If labor market policies to tackle
Covid-19 have been implemented
predominantly through the firm
channel, which has been the case
for most low- and lower-middle-
income economies, then any sub-
stantial change in social risk can
be attributed to the Covid-19 inter-
ventions:

a. If systemic social risk in-
creases, then the shape and choice of
measures has not been appreciated by
the population or they have not
reached it sufficiently. Examples of this
according to our analysis are Ukraine,
the Philippines, Sri Lanka, Honduras,
Algeria and Kenya.
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b. If systemic social risk de-
clines, then the choice of measures has
worked in the view of the population.
The only obvious examples for this pat-
tern are Indonesia and Vietnam.

2. If labor market policies to tackle
Covid-19 have included a signifi-
cant share of direct job-protection
measures and cash transfers,

which has been the case for most

upper-middle- and high-income

economies, then any substantial

change in social risk is more
attributable to underlying vulnero-
bilities or strengths than to the
Covid-19 response:

a. If systemic social risk in-
creases, then a country is facing con-
siderable underlying vulnerabilities
which more than offset any positive
effects of the Covid-19 measures. Ex-
amples of this according to our analy-
sis are Belarus, Bosnia and Herze-
goving, Lebanon, Thailand, Costa Rica,
Dominican Republic, Peru and Uru-
guay.

b. If systemic social risk de-
clines, then a country enjoys underlying
and the

measures and cash transfers have

strengths job-protection
worked. Examples of this according to
our analysis are most AEs, most Eastern
European EU member states, the GCC,
China, South Korea, Chile, Mexico,
Egypt and South Africa.
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BUILD BACK INCLUSIVE

As governments work to build stronger
institutions after the economic crisis
caused by Covid-19, there are three
priorities to focus on to minimize social
risks: food security, gender inequality
and income inequality.

Food security
Even before the pandemic, between
720-811mn people were suffering from

hunger. Now, 70-161 million additional
people have experienced food depri-
vation because of the pandemic,
according to estimations by the UN,
threatening the goal of achieving food
security for all by 2030. At the same
time, producer and consumer prices
have increased around the world due
to supply-chain bottlenecks, uncooper-
ative trade policies and labor shortag-

es. Global food prices alone have
surged by +43% since the beginning of
the pandemic, i.e. higher than the rise
seen in the early 2010s, when bouts of
extreme price volatility in the global
agriculture  markets contributed to
rising social discontent in the Middle
East and North Africa.

Figure 4: Prevalence of moderate or severe food insecurity, in % of population
(3-year average 2018-2020)

10

Prevalence of moderate or
severe food insecurity

I 88.3



While it would be irresponsible to claim
causality between rising food prices
and social risk, there is an important
and strong correlation between con-
flict and food security. The reverse rela-
tionship is also true: even if starvation is
not the most relevant cause of conflict,
having a portion of the population in a
vulnerable situation can attract violent
or armed groups that seek to recruit
and radicalize manpower and contrib-
ute to escalations of violence. Evidence
of this can be seen from the jungles of
South America to the grasslands in
Africa. When combining food security
data with our proprietary Social Risk

Figure 5: Global food prices Dec 2015 = 100

Index, we find that there is a positive
and strong correlation between food
security and lower social risk (+76%,
see Figure 6).

The social response to food shocks has
played an important role in shaping
modern history, and indeed the un-
affordability of food was a major driver
of key events such as the French Revo-
lution, the Russian Revolution and the
subsequent demise of the USSR (Soviet
Union). In this context, it is clear that a
deep change in the global food and
agriculture system is needed if we are
to nourish the portion of the popula-
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tion that is hungry today and the addi-
tional 2bn people the world will have
by 2050, according to the UN's popula-
tion unit estimations. Food banks tar-
geting routine food needs have proven
to be effective in reducing short-term
needs, alongside community kitchens,
community gardens and  buying
groups. In the longer term, there needs
to be targeted initiatives to create sta-
bility and economic development so
that communities are self-sufficient.
Ultimately, there should be investment
in alleviating poverty, improving institu-
tions, increasing education and amelio-
rating the standards of living.

Figure 6: Social risk and food security
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Gender inequality

After marginal advances since 2015,
gender equality took a hit after
Covid-19. Reports of violence against
women and girls increased in many
parts of the world, and holes in social
protection amid rising poverty have left
women more vulnerable than men. For
example, in 2020, women'’s food inse-
curity levels were estimated to be 10%
higher than men’s®. Even in advanced
economies, where women have made
great progress and gains in the realms
of labor, consumption and savings,

> UN Women, 2021

40 50 60 70 80 90

high - Social Risk - low

Sources: Global Food Safety Initiative, Fuler Hermes, Allianz Research

they still tend to earn lower pay and
benefits, and continue to shoulder the
bulk of the burden of unpaid care
work.

In Figure 7, we see that when social risk
is high, so is gender inequality. Coun-
tries that have lower social risk such as
Australia (73.3), the UK (70.8), South
Korea (62.7) and Singapore (62.5)
have made progress on creating an
inclusive society, while laggards like
Mexico (36.4) and the Phillippines
(43.1) exhibit higher levels of gender
inequality.

Without progress on this front, these
country could see social risks increase.

Investing in women and girls should be
at the forefront of policymaking. As
governments design recovery pro-
grams, it will be imperative to pay
attention to the potential gender con-
legal
against women and reinforce efforts to
protect them from violence. Proven
measures are wide and varied: from
cash transfer programs to tax benefits,
childcare support and re-skilling op-

portunities.

sequences, remove barriers
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Figure 7: Social risk and gender inequality
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Income inequality

While the full extent of the pandemic’s
impact on inequality and poverty is yet
to be seen, early estimates from Euro-
stat show that even developed coun-
tries such as Austria, Bulgaria, Greece,
Ireland, Italy, Portugal, Spain and
Sweden have seen increases in the
number

of working age adults at risk of pov-
erty. The income quintile share ratio
(580/520) also serves as good meas-
ure, showing the annual income of the
top 20% of the population in terms of
the number of years the lowest 20% of
the population must work in order to

achieve the same income result. Figure

Figure 8: Income quintile share ratio for disposable income

8 shows that the ratio increased in the
EU overall, with the largest rises in
inequality seen in Germany (1.8 years)
and Turkey (0.8 years).

Developing countries have seen an
even larger increase in inequality: The
World Bank estimates that Covid-19
added as many as 150mn to the cate-
gory of extremely poor (individuals
living on less than USD1.9 a day). This
was the case for approximately
9.1-94% of the global population®.
Increased income inequality has been
linked with higher rates of crime,

0.6

0.7

greater debt and poorer health. Figure
9 shows that countries with a higher
percentage of their populations living
in poverty tend to exhibit higher levels
of social risk.

For both developed and developing
countries, addressing income inequali-
ty will entail rebuilding and rethinking
the design and implementation of tra-
ditional public intervention in labor
markets, social insurance and other
social policies. The policy answer to
social risk is quite simple: social devel-
opment.

Figure 9: Social risk and headcount below poverty line

(as % of total population)
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¢ World Bank (https://www.worldbank.org/en/news/press-release/2020/10/07/covid-19-to-add-as-many-as-150-million-extreme-poor-by-2021)
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APPENDIX 1:
INDICATORS AND METHODOLOGY OF THE SOCIAL RISK INDEX (SRI)

Indicators

We use twelve indicators for the SRI that are readily available for most countries:

1. Real GDP per capita growth trend: We compare the average annual growth in the last four years to the average

growth prior to that since 2000. This approach reflects that the potential for social risk can also rise in high-income
EMs (such as Chile or in the GCC) and AEs if the (relatively high) level of economic welfare is deteriorating or being
perceived to deteriorate.

2. Labor force participation: The higher the share of the labor force in the working-age population, the lower the poten-
tial for discontent. This indicator is better than the unemployment rate, which is measured very inconsistently across
countries.

3. Income inequality measured by the GINI index.

4.  Public social spending on education, health and social protection, which reflects the importance of social policies and
networks in a given country.

5. Political stability and absence/presence of violence, reflects together with

6. Government effectiveness and

7. Corruption perception how effective a government is perceived at doing its job.

8. Trustin government indicates the share of people that trust their national government.

9.  Vulnerable employment is made up of own-account workers and contributing family workers who are less likely to

have social security coverage and to benefit from other forms of social protection.
10. Imports of food and fuels as % of GDP reflects together with

11. Currency depreciation the scope for imported inflation, notably for foodstuffs and energy, which is a typical trigger

for social discontent.
12. Fiscal revenue as % of GDP captures a government’s capability to respond with fiscal stimulus to crises.

Methodology

To make the data comparable across indicators, each of them was rescaled from 0 to 100 with O denoting the highest risk
and 100 the lowest. Then the SRI was calculated as the average of the sub-indicators, thus also ranging between 0 and
100.
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APPENDIX 2:
SOCIAL RISK INDEX (SRI) RANKING AND SCORE

Figure 10: Social Risk Index (SRI) ranking (from 1 = best to 185 = worst) and score (from 0 = highest risk to 100 = lowest risk)

Rank Rank [Economy
change
1 Denmark 84.5 +20 0 | 5 Seychelless 554 4120 +60
2 Norway 84.2 +83 +5 52 Tonga 55.3 +28 +18
3 Sweden 82.1 +40 0 53 Dominica 55.1 -74 -14
4 Switzerland 81.9 +57 +2 54 Montenegro 55.1 53 -8
5 Finland 81.6 +03 3 55 Saudi Arabia 55.0 +12 +8
6 New Zealand 80.7 +97 +8 56 Uruguay 54.8 47 -6
7 Germany 78.8 +24 2 57 Hong Kong 54.7 +11 +7
8 Austria 78.3 +13 -4 58 China 54.7 +54 +23
9 Luxembourg 77.2 +5.1 +4 59 Bulgaria 54.5 0.6 +1
10 Iceland 77.0 +84 +11 60 Cape Verde 53.8 09 +1
11 Canada 76.9 +63 +4 61 Taiwan 53.4 -45 -7
12 Ireland 76.5 +7.7 +8 62 Malaysia 533 08 0
13 Japan 76.1 +03 5 63 Romania 52.9 +31 +16
14 Australia 733 +88 +18 64 Palau 52.6 52 9
15 Netherlands 73.2 +0.6 -4 65 Botswana 51.9 +37 +20
16 Estonia 73.1 +35 +2 66 North Macedonia 51.9 03 +5
17 France 72.5 -17 -8 67 Antigua & Barbuda 51.8 -112 -30
18 Portugal 723 -13 8 68 Albania 51.5 +0.7 +7
19 Czechia 72.0 +75 +14 69 Bahrain 51.3 +16 +11
20 Slovenia 72.0 +2.1 -4 70 Maldives 50.8 +3.1 +16
21 Belgium 71.7 +19 -4 71 Kazakhstan 50.4 +05 +7
22 United Kingdom 70.8 +48 +7 72 Chile 50.4 +35 +24
23 Malta 70.5 +14 -4 73 Bhutan 50.4 +32 +21
24 Qatar 68.7 +18 +1 74 Grenada 50.1 126 -36
25 Tuvalu 68.2 +94 +27 75 Russia 50.0 +25 +15
26 Slovakia 67.4 +3.6 +10 76 Vietnam 49.9 +40 +24
27 Spain 67.2 +0.7 -1 77 Azerbaijan 49.1 +00 +7
28 Cyprus 66.7 +0.6 0 78 Egypt 48.9 +20 +17
29 Israel 66.6 +17 +1 79 Jordan 48.7 -17 -3
30 Lithuania 66.4 +47 +12 80 Vanuatu 48.6 +11 +8
31 Oman 66.3 +40 +9 81 Ukraine 48.4 47 -15
32 Kiribati 65.8 +157 +45 82 Timor 48.2 +63 +41
3 Hungary 65.0 +48 +16 83 Guyana 48.1 35 -10
34 Italy 64.3 +04 +1 84 Namibia 48.0 +79 +49
35 United States 64.1 23 -8 85 Fiji 47.9 73 26
36 Kuwait 63.8 +2.7 +8 86 Costa Rica 47.8 75 -28
37 Micronesia 63.5 -49 -15 87 Mongolia 47.6 -15 5
38 South Korea 62.7 +6.7 +18 88 Trinidad & Tobago 47.6 59 23
39 Brunei 62.3 58 -16 89 South Africa 47.5 +64 +37
40 Latvia 62.2 +17 +5 90 Belarus 474 51 21
41 Poland 62.0 -02 0 91 Moldova 474 +2.7 +13
v} United Arab Emirates 61.8 +14 +5 92 Armenia 474 55 24
Zk] Singapore 61.5 +2.7 +8 93 Solomon Islands 47.3 03 -6
44 Greece 61.2 02 -1 94 Mauritius 47.3 37 20
45 Croatia 61.1 29 -11 95 Tunisia 47.1 +11 +4
46 Serbia 59.6 +11 +7 96 Indonesia 46.2 +56 +34
47 St Vincent & the Grenadines 57.8 -68 -16 97 Uzbekistan 45.1 +29 +21
48 Barbados 57.7 -147 -36 98 Niger 45.1 23 -6
49 Bahamas 56.4 -114 25 99 Eswatini 448 +45 +32
50 Samoa 55.6 47 2 100 El Salvador 441 +08 +12
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Rank Rank |Economy
change

101 Gambia, The 834 27 3 147 Srilanka 343 43 -4
102 Ghana 433 09 +6 148 Liberia 33.9 +54 +25
103 Philippines 43.1 36 6 149 Togo 335 +16 +13
104 Tanzania 43.1 -19 2 150  Honduras 33.4 -44 -5
105 St Lucia 42.6 -133 -48 151 Colombia 32.0 -15 +6
106 Panama 42.6 20 0 152 Sierra Leone 315 27 +4
107  Bangladesh 42.1 27 -4 153 Pakistan 311 0.7 +10
108 Benin 419 02 +12 154  Peru 31.0 136 -49
109 Bolivia 417 26 2 155  Madagascar 30.9 81 -14
110 Nepal 41.6 01 +15 156 Malawi 30.5 92 22
111 Georgia 413 22 -1 157 Mauritania 30.4 31 +1
112 India 41.1 +0.0 +15 158  Zambia 303 26 +3
113 Gabon 41.0 +04 +15 159 Comoros 30.0 -11 +5
114 Libya 40.9 -120 -47 160  Yemen 29.8 +11 +10
115  Thailand 40.9 82 -32 161 Nicaragua 29.6 +10 +11
116  Bosnia & Herzegovina 40.8 -6.6 23 162 Iraq 29.5 -10.1 27
117 Rwanda 40.5 -113 -45 163 Central African Republic 29.4 +10 +11
118 Senegal 40.5 -19 -1 164  Equatorial Guinea 293 +43 +15
119  Ethiopia 40.5 -15 +3 165  Papua New Guinea 293 05 +1
120 Burkina Faso 40.3 32 -11 166 Lebanon 28.7 -88 -18
121 Belize 40.3 71 -30 167 Myanmar (Burma) 28.3 -149 54
122 Turkey 40.3 +15 +20 168 Burundi 28.2 -10 0
123 Dominican Republic 40.1 5.1 22 169  Chad 27.4 +35 +13
124 Kenya 39.1 29 3 170 Eritrea 27.0 -125 -34
125  Jamaica 39.0 -85 36 171 Tajikistan 26.9 -40 6
126  Dijibouti 38.9 +16 +24 172 Syria 26.6 06 +4
127 Lesotho 38.8 +22 +26 173 Iran 26.6 21 2
128  Morocco 38.7 +11 +18 174 Laos 26.4 -10.6 22
129 Turkmenistan 38.6 35 -10 175  Congo, Republic 25.6 -19 0
130 Argentina 38.4 -18 +2 176 Venezuela 25.0 +03 +4
131 Ecuador 38.0 48 -16 177 South Sudan 24.8 -49 -10
132 Kyrgyzstan 37.7 -17 +5 178 Guinea-Bissau 243 46 9
133 Cambodia 37.6 5.0 -17 179 Angola 23.8 -13 -1
134 Cote d'Ivoire 37.2 34 5 180  Haiti 22.9 +16 +3
135 Guatemala 37.0 23 +4 181  Zimbabwe 20.9 -43 -4
136 Mexico 36.4 +35 +24 182 Nigeria 20.6 +0.8 +3
137 :Sao Tome & Principe 36.1 30 +3 183 Afghanistan 20.6 -145 -28
138 Guinea 36.0 -13 +11 184 Sudan 17.5 -34 0
139 Cameroon 355 20 +8 185 Congo, DR 14.4 -102 -4
140 Mali 354 27 +4 Advanced Economies 74.2 +3.0 0
141 Paraguay 35.3 -40 3 Emerging Europe 53.0 +0.0 0
142 Brazil 35.2 -12 +12 Emerging Asia 47.6 -1.0 0
143 Suriname 35.2 79 29 Middle East 46.4 -0.8 0
144 Uganda 349 23 +7 Latin America 41.8 -5.0 0
145  Algeria 344 74 21 Africa 36.0 -1.5 0
146 Mozambique 344 +13 +13 Global average 47.8 -1.1

Source:s Various, Euler Hermes, Allianz Research
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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 situa-
tion, 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 ca-
tastrophes, 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.
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