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FIGURE OF THE WEEK: 27% - FALL N US EXISTING HOME SALES IN JULY
» US: Housing market

Total sales of existing homes fell 27% in July, to the lowest level since data provision began in 1999. However, data on the
largest segment of the market, single family homes, goes back to 1968, and last month’s level in that sub-sector wasn’t nearly
the worst ever. The expiration of the USD8,000 tax credit in April was expected to cause distortions for several months, making it
difficult to gauge the actual state of the housing market. So while this month’s year/year growth rate was the lowest ever, the
highest ever was just last November. The 12month/12month measure offers greater perspective still—10.5% in July compared
with a long term average of 3.3%. This month’s report was much worse than expected, but some perspective is due.

» Thailand: Resilient Q2 GDP

The economy proved resilient to the political unrest in April-May as real GDP continued to expand in Q2, by a relatively modest
0.2% qtr/qtr sa, but 9.1% yr/yr—off a low base, but better than expected. Export growth held up well but, importantly, consumer
spending and private sector investment were also meaningful contributors to growth, signalling little immediate impact from the
unrest. Although growth can be expected to slow through the remainder of 2010 and into 2011 as external demand cools,
momentum remains positive, and the latest data led to a general upgrade of full year 2010 forecasts to around the 7% mark. The
central bank raised interest rates again this week for the second time, and it may not be the last.

» Australia: Hung parliament

The general election called by PM Julia Gillard has not proved decisive, with neither the ruling Labor Party or the opposition
likely to have sufficient seats to form a government without support from independents. It may take some time to form a
government and in any event the political balance will be fragile, with fresh elections likely sooner rather than later. Nonetheless,
the economy was resilient through the global crisis, with a relatively modest fiscal deficit and low net public debt and the main
parties do not have radically different policies, so the more important factor for the economy may well be the strength of demand
for key commodities, particularly elsewhere in the Asian region, which has been strongly supportive of growth so far.

» Pakistan: Flood relief

As the economic impact of the floods becomes more acute, the IMF is assessing whether to change the terms of its existing
loans or to grant a new facility. The terms of a three-year lending programme of USD10.7bn agreed in 2008 and subsequently
enlarged in 2009 were already proving difficult, particularly in relation to fiscal targets. The floods have displaced an estimated
20mn people and badly disrupted agriculture—early estimates suggest that at least 15% of the cotton crop was destroyed—so
that GDP growth will be limited and inflationary pressures will intensify. The Asian Development Bank has offered an emergency
loan of USD2bn to help repair infrastructure, the World Bank has pledged USD900mn to assist rebuilding work and the ECB and
others are contributing humanitarian aid. Expect the IMF to be accommodating, despite previously missed programme targets.
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> Mediterranean countries & Africa —

Q2 GDP expanded by 3.2% qtr/qtr (after 4.6% in Q1) and 3% yr/yr (after 1.6%). Strong
growth in the trade, finance and transport sectors probably reflect a World Cup boost and
this may now ease. Nevertheless, expect GDP growth of around 3% in 2010. The rate of
growth next year depends on the state of the global economy but also on investors’ and
traders’ perceptions. In this respect, the recent strike led by public sector unions—most of
the 1.3mn civil servants stopped work while demanding pay increases of 8.6%, which is
double the rate of inflation—and the impending Protection of Information Bill do not augur
well. If business faces heightened labour activity and the independence of the press is
curtailed then expect some foreign investment and trade flows to seek alternative markets.

> Americas —

Real GDP was down 1.9% yr/yr in Q2 after -5.2% in Q1 and will probably contract in 2010 as
a whole by 2-3% (-3.3% 2009). A further decline is likely in 2011. Inflation is above 30% and
on an upward trend. The fiscal deficit should narrow in 2010 (5.1% of GDP 2009) as
exchange rate devaluation and higher oil prices boost revenues, although spending growth
should be constrained compared with earlier years. Policies can be expected to remain
strongly interventionist behind foreign exchange controls and a multiple exchange rate
system, which is likely to dampen investment. The economy also remains highly vulnerable
to oil prices (90-95% of exports). Legislative elections are due in September, in which the
opposition should make gains, but expect the Chavez administration to remain in control.

> Asia-Pacific —

Q2 real GDP increased by 12.5% yr/r (13.7% Q1) and 1.8% qtr/gtr sa (2.6% Q1). The main
gtr/qtr driver was net exports, as import growth slowed sharply while export growth
moderated. Domestic demand’s contribution was negative as solid private consumption
growth failed to offset a fall in private investment. A noticeably slower pace of growth will be
evident, especially yr/yr, in H2, as export growth slows, relatively high unemployment and
higher interest rates weigh on domestic demand and the investment boost from the trade
agreement with China takes time to work through—although full year growth will still be 8.5-
9% and momentum should be sufficient to maintain growth of 4% in 2011. July export
orders—up 18.2% yr/yr after 22.5% in June—underscore the moderating pace.

> Europe -

After a strong rebound in July, business confidence recorded a further increase in August, to
a three-year high, according to the Ifo Institute. Assessment of the overall business situation
improved again in the manufacturing, retail and services sectors, suggesting that Europe’s
largest economy remained buoyant up to August. This was confirmed by the unexpected Q2
GDP growth of +2.2% qtr/qtr—the fastest quarterly increase since reunification. However,
business expectations for the coming six months decreased slightly because of a less
optimistic outlook in construction, wholesale trade and manufacturing, reflecting concerns
relating to a slowing global recovery that would dampen export growth. Even so, expect the
good H1 performance to result in an upward revision of 2010 GDP data.

Worth knowing
> Middle East

A new round of peace talks will start on 2 September, with Israeli PM Binyamin Netanyahu and Mahmoud Abbas, leader of the
Palestinian Authority, due to meet in Washington for the first direct talks between the two parties in almost two years. President
Hosni Mubarak of Egypt and King Abdullah Il of Jordan will provide regional input and perspectives. However, the negotiations
could break down over several contentious issues, not least of which is if Israel does not renew its partial freeze on settlement
building in the West Bank, which is scheduled to expire on 26 September.

> Other Q2 GDP

Israel: 4.7% yr/yr (after 3.6% in Q1), the strongest such data for two years. Malaysia: 8.9% yr/yr (after 10.1% in Q1). Mexico:
7.5% yrlyr (after 4.3% in Q1).

For more information, visit

www.eulerhermes.com
A company of Allianz (@)

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

Cautionary Note Regarding Forward-Looking Statements: Certain of the statements contained herein may be 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 that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. In addition to statements which are forward-looking by reason of context, the
words ‘may, will, should, expects, plans, intends, anticipates, believes, estimates, predicts, potential, or continue’ and similar expressions identify forward-looking statements. Actual results, performance or events may differ materially from those in such
statements due to, without limitation, (i) general economic conditions, including in particular economic conditions in the Allianz SE's core business and core markets, (i) performance of financial markets, including emerging markets, (iii) the frequency and
severity of insured loss events, (iv) mortality and morbidity levels and trends, (v) persistency levels, (vi) the extent of credit defaults (vii) interest rate levels, (viii) currency exchange rates including the Euro-U.S. Dollar exchange rate, (ix) changing levels of
competition, (x) changes in laws and regulations, including monetary convergence and the European Monetary Union, (xi) changes in the policies of central banks and/or foreign governments, (xii) the impact of acquisitions, including related integration
issues, (xiii) reorganization measures and (xiv) 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. The matters discussed herein may also involve risks and uncertainties described from time to time in Allianz SE'’s filings with the U.S. Securities and Exchange Commission. The Group assumes no obligation to update any forward-looking
information contained herein.



