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“The monetary history .... has been replete with financial
crises. The pattern was that the rate of growth of credit
Increased and economic growth accelerated, and .....
Individuals began to invest for short-term capital gains ....”

Charles Kindleberger
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Increasing incidence of financial crisis and asset bubbles since the Global Investors

end of Bretton-Woods

Share of countries in crisis since 1900
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Source: AllianzGl, Datastream. M.Schularick and A.Taylor (2009): ,Credit Booms Gone Bust: Monetary Policy, Leverage Cycles and Financial Crisis, 1870-2008%; L.Laeven and F.Valencia:, IMF

WP/08/224 ,Systemic Banking Crisis Database®; definition of crisis years according to Schularick/Taylor (1900-2010) and Laeven/ Valencia (1970-2008) ; own estimates for years since 2008
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Argentina, Chile; grey bars: 1914 WW!1 related end of gold standard; 1925: UK returns to gold standard; early 1930s: UK and US off gold standard; 1944 Bretton Woods; 1971 collapse of Bretton Woods 3



Standard deviation of US CPI (yoy) IP (yoy)
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Allianz ()
Has the world economy been too good to be true ? Global Investors
Volatility of macro data and market prices has decreased since WW2, ...

S&P 500 ex-post volatility
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Source: Rob Shiller, Allianz Gl, data as at 2015
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...S0 has the dispersion of economists’ estimates since the 1980s.

Standard deviation of US GDP (yoy) estimates Coefficient of variation of S&P 500 eps estimates
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Inflation rates have declined since 1980. Global Investors

Central banks have lived up to their mandate of price stability
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Monetary policy has tended to be too loose since the mid 1980s,
starting with the ,Greenspan-Put”

Estimate of Fed policy stance vs US and global developed economies CPI (yoy)
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Easy monetary policy has been exported to the rest of the world and...

Chinn-Ito Index of capital account openness

2,5 -

2,0 -

1,5 -

1,0 1

0,5 -

0,0

DM average

-0,5 -

1970 1975 1980 1985 1990 1995 2000 2005 2010

JNT\_,K\\/}[_.\\/. S

—DM average -——EM average

Source: Chinn-lto, Allianz Gl

Legend: DM: G7, Australia, Switzerland; EM: BRICS, Hungary, Poland, Mexico, Saudi Arabia, Israel,

Indonesia, Thailand, Korea, Singapore, Hong Kong; simple averages
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...has been conducive to a sharp rise in leverage globally Global Investors
US debt/ GDP in % World non-financial public and private debt/GDP in %
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Credit gaps in % of GDP on the eve of a crisis since the 1980s Global Investors
Global Financial Crisis (2007/08) Asian/ EM crisis 1997/98
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Credit gaps are wide in many countries also today GlobalInvestors
Private sector credit gap in % of GDP Leverage US non-fin. corporate sector (2010=100)
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Booming real estate markets explain the recent rise in leverage in

many countries
Change in real estate prices between 2010 and 2015
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The Minsky/Kindleberger framework for asset price booms/ busts
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FX bonds equities

alternatives

Several asset markets are (red) hot again

Asset classes in a Minsky/ Kindleberger framework
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Increasing incidence of financial crisis, credit and asset bubbles since the end of BW

Easy monetary policy, financial market deregulation, low vola in macro data and
,<displacements” are at the roots of the crisis

Rapid increase in private sector leverage — especially in combination with a booming real
estate market - is an early warning signal for crisis

Currently, we identify again excess private sector credit and expensive asset markets
around the world

Price stability and financial stability are interlinked

,Leaning against the wind‘ and policy coordination may reduce the risk of crisis. Is
macropru sufficient ?
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Disclaimer

This material is intended exclusively for your personal use and has been
prepared solely for informational purposes. The natification, publication,
duplication or transmission of the contents, irrespective of the form, to
unauthorized persons is not permissible.

The presentation was not prepared with the intention of providing legal or tax
advice. The content of this presentation is for informational purposes only and
does not constitute investment advice. This presentation cannot replace
individual advice geared to the investor and the investment. Any front-end load
charged at the acquisition of the fund units may accrue in full to the sales
partner. The exact amount shall be mentioned by the sales partner during the
investment advice talks on request. This also applies to any trail fees paid by
the Management Company to the sales partner from the management fee.

Although the estimates in this presentation represent the most accurate
assessment at the particular point in time, they may nevertheless change
without notice. We assume no responsibility for the completeness, reliability or
accuracy of the material, or of any other information that may be conveyed to
the recipient in writing, verbally or in any other manner unless caused by our
own willful conduct or gross negligence. The data given in this presentation that
have been derived from published sources are assumed to be correct, but have
not been independently verified. The contents of this presentation shall not be
legally binding, either in their entirety or in part, unless this has been expressly
stipulated in writing. Statements made to recipients of the material are subject
to the provisions of any underlying offer or contract that may have been made
or concluded.
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Historical performance data are provided for guidance only and are not
indicative of future performance. There is no assurance that a portfolio will
match the profits or losses shown, or that the portfolio will be able to achieve
the same degree of accuracy of earlier projections.

In contrast to actual performance, simulations are not based on real
transactions; their significance is thus limited. As transactions have not actually
been concluded, the influence of particular market factors, such as a lack of
liquidity, may not be sufficiently reflected.

This presentation constitutes advertising as defined in Section 31 (2) of the
German Securities Trading Act [WpHG]. It cannot take the place of thorough,
individualised investment advice.

Daily fund prices can be found in national newspapers and on the internet
under www.allianzglobalinvestors.de.

The prospectuses and annual reports, which form the sole binding basis for the
purchase of units in investment funds, can be obtained free of charge from
Allianz Global Investors GmbH at Bockenheimer Landstrasse 42-44, 60323
Frankfurt/Main, Germany, or from the distribution companies.
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