COVID-19 TO
TRADE LOSSE

After the U.S.-China trade feud slashed global trade growth to its
slowest pace since 2009 last year (+1.2% in volume terms), we expect
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We estimate that losses of trade in goods and services could amount
to USD320bn per quarter of business disruption (see Figure 1). Each
quarter of Covid-19 related trade losses in 2020 is thus comparable to
the annual impact of the U.S.-China trade dispute on world tariffs in 2019.
On the goods side, our main assumptions take into account the
lockdowns in China and Italy and limited containment measures in other
countries. We expect the resumption of business activity to be gradual in
March and April and reach full speed by the end of May. Export losses
should amount to a total of USD161bn as demand from China and
Europe will remain significantly impacted by the end of April. Our
assumption for services is a significant reduction in tourists from and to
China, Italy and, more generally, intra-Europe, to which we add a
significant slowdown in transport services. The return to normal levels of
activity is expected to be very gradual, pushing global export losses to
USD125bn on the tourism side and USD33bn for transport services.

This trade shock is already visible in early trade indicators, which
signal a trade recession in volume terms both in Q1 (-2.5% g/q
annualized) and Q2 (-1%) 2020. After a slight rebound by 1.6% in Q4
2019, we expect global trade to contract by -2.5% in Q1 (g/g annualized),
and certainly to stay in negative in Q2. Indeed, our proprietary Trade
Momentum index shows trade in volume edged down again in January
2020 and plummeted in February, following dire activity reports in China
but also deteriorating new export orders elsewhere, notably in Europe
and Asia (see Figure 2). Shipping data point in the same direction. The
International Chamber of Shipping estimates that the Covid-19 outbreak
has removed more than 350,000 containers from global trade. There
have been 49% fewer sailings by container ships from China in the last
four weeks, according to the European Commission. The forecasted drop
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of 20-25% in global shipping industry throughput will have a
corresponding impact on the port terminal industry. Today, a V-shaped
recovery scenario points to a recuperation in H2 2020, and thus a global
trade forecast of +0.4% for the full year 2020.

A strong dollar, lower commodity prices and depressed demand will
keep nominal trade in recession for the full year 2020. A -10% drop in
the S&P GSCI commodity price index since the beginning of the Covid-19
outbreak signals a continuation of 2019 deflationary pressures. This
coupled with the appreciation of the dollar in a context of high
uncertainty would push prices down. In value terms, trade should also
contract in the first half of the year, keeping the full-year figure in
negative territory after -1.5% in 2019.

Figure 1 - 2020 global export losses due to the Covid-19 outbreak in key
hotspots: Chinag, Italy and the rest of Europe (USDbn)
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Lost globol exports 108 72 10 190
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Total global 161 125 32 320
exports lost globally

Sources: International Trade Center, Euler Hermes, Allianz Research

Numbers may not add up due to rounding

Figure 2 — Growth of trade in goods % y/y and Euler Hermes Trade
Momentum index
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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.
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