TO PUT 13,000

In the context of the COVID-19 crisis, we estimate that turnovers of
Eurozone companies could fall between -15% to -25% y/y at the peak
of the crisis end of March. Operating margins could be indented by

1.0pp to 1.5pp.
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Eurozone GDP to contract by -1.8% in 2020 should the full lockdowns last
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in Q2. Over the year, we expect turnovers in the manufacturing sector to
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s S companies face upside pressures on their input prices due to supply

shortages and downside pressures on their selling prices due to the shock
on demand. Lower for longer oil prices and government policies provide
some support.

We estimate that, before the Coronavirus outbreak, 13,000 SMEs and
MidCaps in the Eurozone (7% of total) were already at-risk. This cash
flow crisis could now push them to default. Our past research has
identified three leading indicators that can help detect corporate distress
four years before a bankruptcy: profitability, capitalization and interest
coverage. We apply these criteria to over 200,000 SMEs and MidCaps in
Germany, France, Italy, Spain, Belgium and the Netherlands. In France, we
find 10% of total SMEs and MidCaps are at risk, in Germany close to 9%, in
ltaly 5%, in Spain 6%, in Belgium 8% and in the Netherlands around 3%
(see Figure 1).

The sectors most at risk are construction, agrifood and services. In
France and the Netherlands, the services sector has the highest number of
firms at risk. In Germany, Italy and Belgium, it is construction (see Figure 2).
The concentration in the top five sectors is highest in France (67%) and the
Netherlands (67%), followed by Belgium (64%), Spain (63%), Germany
(57%) and Italy (56%).

All in all, we expect insolvencies to surge by +16% in Western Europe
in 2020. Government interventions to support corporates (tax deferrals,
state loans and guarantees, etc.) should help limit the overall number of
bankruptcies. Yet, we expect a significant increase in insolvencies,
particularly in Italy (+18%), Spain (+17%) and the Netherlands (+21%).
Germany (+7%), France (+8%) and Belgium (+8%) would also post a larger
rise in insolvencies than anticipated prior to the pandemic (Figure 3).
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Figure 1 - Share of SME & MidCaps at risk, % of total
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Figure 2 - The share of SME & MidCaps at risk, % of total — top 5 sectors

Germany France Italy
Construction 15% |Services 20% |Construction 16%
Metals 11% |Construction 19% |Agrifood 11%
Agrifood 11%  |Retail 12% |[Services 11%
Machinery 10% |Automotive 8% |Retail 9%
Services 10% |Agrifood 8% [Machinery 9%
Spain Belgium The Netherlands
Agrifood 18% |Construction 20% |Services 26%
Construction 16% |Services 15% |Construction 12%
Services 15% |Agrifood 10% |Agrifood 11%
Transport 9% Retail 9% |Automotive 9%
Automotive 6% Transport 9% |Machinery 9%
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Figure 3: Insolvency forecasts in key European country in numbers and
variation

Source: Euler Hermes

Pre pandemic Lotest 2008-2009
2019 2020f change | 2019 2020f change % avg
range
Global Insolvency Index 121 128 6% 120 137 14%  18% 21%
us 22900 23800 4% |22720 24300 7%  12% 47%
China 12750 14000 10% |11826 13600 15%  21% 2%
Europe Insolvency Index 134 140 3% 134 155 16% 20% 33%
Germany| 19370 19950 3% |18749 20000 7% 9% 6%
France| 52100 52000 0% |51342 55200 8%  11% 13%
ltaly| 11200 11700 4% |11000 12950 18%  21% 24%
Spain| 4100 4300 5% | 4162 4860 17%  20% 125%
Belgium| 10600 10800 2% |10598 11400 8%  10% 11%
Netherlands| 3740 3930 5% | 3792 4550 21%  27% 37%
UK| 22325 22995 3% |[22132 23903 8% = 11% 22%
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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.

=80 FULER HERMES Allianz @



