France:
The cost o
economic

French GDP declined by -0.1% qg/q in Q4 2019, below expectations.
Household consumption decelerated at 0.2% qg/q in Q4 2019 compared
with 04% g/q in Q3. Data released by large retailers and anecdotal
ALEXIS GARATTI evidence from trade associations suggest that retail sales could have
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retailers because of December strikes. The industry has made clear that e-
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than December 2018, already marked by the Yellow Vests movement. We
CORENTIN JOUSSERAND estimate the impact of those strikes around -0.1pp in Q4 2019.
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All in all, social tensions throughout 2019 could have cost -0.2pp of real
GDP growth in 2019. Change in inventories significantly contributed on the
dowside to growth in Q4 2019 mirroring the ongoing impact of both
external and domestic uncertainties. Political uncertainty! in 2018 and
2019 may have cost as much as -0.2 percentage points of growth
throughout 2019; it could cost another -0.1 percentage point in 2020,
should social climate remain the same in the coming months. In 2019,
economic growth was resilient, and in-line with the Eurozone average at
+1.2%in 2019. Despite a tense social climate, consumer spending has been
the main driver of growth throughout the year (+1.2% compared with 0.9%
in 2018) supported by ad hoc purchasing power measures (EUR17bn of
emergency social spending).

French corporates took advantage of low interest rates, fruitful structural
reforms and increasing attractiveness as mirrored by strong FDI, which
continued increasing at healthy pace in 2019 despite challenging external
conditions. The French corporate sector financed more investments, with a
focus on digital, as non-residential investment grew by a strong +4.2% in
2019 (compared with 3.9% in 2018), the highest pace of growth since 2017.
However, French corporates were not immune to global uncertainties,
which pushed inventories to unusually high levels. Their ongoing
adjustment shaved -0.4pp to Q4 GDP growth. In terms of external
performance, France showed resilience too as exports grew by +1.8%,
driven by good performance of the aircraft and chemicals sectors. Overall,
net exports shaved -0.2pp to 2019 real GDP growth on the back of solid
domestic demand, which supported imports (+2.3% in 2019).

We expect GDP to grow again by 1.2% in 2020. French real GDP growth is

! In order to stimate the overall cost of political uncertainty, we estimate the reaction of the French GDP growth to a shock of one standard
deviation based on the French Political Uncertainty Index (EPU). The EPU mirrored a climax of uncertainty in Q4 18 and no signifant
improvement thereafter.
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likely to remain above Eurozone average in 2020 at +1.2%, and be twice
as high as German growth. Firstly, households are likely to spend at a
slightly higher pace in 2020 (+1.4% versus +1.2% in 2019) mainly thanks to
higher real purchasing power in a context of muted inflation (1.5% in 2020),
lower unemployment rate (8%, the lowest level since 2008) and benefits
from the transmission of a still positive fiscal impulse. The low interest rate
environment, coupled with improving labor market conditions, will support
residential investment, expecting to be stable at +2.1% in 2020, after +2.2%
in2019.

Companies: profitability, exports, and financing at risk. The end of the CICE
(replaced by reduced social contributions) will have a corrective effect on
corporate margins (-0.8pp). Combined with upwards wage pressures
(labor costs increased by 2.3% y/y in October 2019 in the manufacturing
sector) and muted growth, we expect margins to decrease to 31.4%in 2020
(-1.3pp compared to 2019). In addition, weak trade will affect more
extensively French exporters. We expect only EUR8bn of new export gains
in 2020, half that of 2019. Last, lower self-financing capacity coupled with
very low interest rates should continue to stimulate corporate debt growth
in 2020 (+2pp to 76% of GDP). As a result, we foresee a deceleration of
corporate investment at +2.3%, slightly below its long-term average.

Figure 1 — Historical contribution to the GDP and forecasts.
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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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