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Mexico’s ‘Growth Market

The Allianz Group has been
present in Mexico since
1984. Traditicnally strong
business in industrial
insurance is being com-
plemented by business in
the personal insurance
sector, which is expanding
through a joint sales
arrangement with a local
bank with branches
throughout the country.

A special saction of this
report is devoted to
Mexico’s growing insut-
ance market.
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Allianz AG Holding

Allianz AG Hoiding, the
Group’s parent company,
hoosted net income

from DM 467.5 million to
DM 680.5 million. An in-
creased dividend of DM 16
per share (1994: DM 15)

is proposed for fiscal 1995.
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Allianz Shares

The Allianz share price touched an
all-time high of DM 2,918 in January
1996. Although Allianz shares hand-
somely outpetformed the FAZ index
in 1995 with a rise of 19.2 percent
compared with 4.4 percent by the
index, they have lagged well behind
the market over the first six months
of 1996, Nonetheless, a comparison
over the longer term shows how
well Allianz has performed overall.
From the beginning of 1986 until
halfway through 1996, for example,
the FAZ index put on 38.7 percent
while Allianz shares rose by 96.6
percent.

Allianz was still at the top of the
list of Germany’s DAX blue chips
halfway through 1996, with a market
capitalization of DM 60.7 billion.

Another component in an invest-
ment’s performance is the dividend
yield. In Allianz’ case the dividend
payout policy has always been close-
ly linked to the policy for rights is-
sues. For example: an investor who
acquired an Allianz share at the quot-
ed price of DM 2,075 at the begin-
ning of 1986 received a dividend of
DM 18.75 (including the corporate
income tax credit), representing a

current yvield of 0.9 percent. The divi-

Development of a portfolio of
100 Allianz shares
by years of purchase
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dend now is DM 22.86 per share, an
increase of 21.9 percent. As a result
of rights issues on favorable terms
and option warrants being exercised,
however, the total payout has gone
up by 129 percent over the same
petiod, from DM 225 million to

DM 517 million. For investors adop-
ting the opération blanche approach
to rights issues this is equivalent to an
increase in the current payout to

DM 34.82 and in the dividend yield
to 1.7 percent.

Allianz share price performance versus FAZ Index
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The overall performance for an
investor who acquired Allianz shares
at the beginning of 1986 - compris-
ing movements in the share price
and dividend payouts - has been as
follows. The purchase cost of 100
shares, before expenses, was
DM 207,500. By reinvesting the net
dividend earnings (taxed at 30 per-
cent) and the proceeds from the sale
of subscription rights, the total share-
holding would have increased to 166
shaies by the middle of 1996 without
any additional funds having been
committed. At the current quoted price
of DM 2,646 per share the investment
would now be worth DM 439,2306.
This represents, over a period of more
than 10 years, an average annual
return of approximately 7.4 percent
after tax. The DAX index, by compar
ison, would have vielded 6.2 percent
p.a. over the same period.

Allianz shares are officially listed
on all the German stock exchanges as
well as on the London Stock Exchange
and in Zurich, Geneva and Basel.
Allianz shares are also traded on the
IBIS electronic trading system and the
Deutsche Terminbdrse (the German
futures and options exchange) and
are among the most important DAX
shares. Allianz shares are one of the
most heavily traded stocks on the
German stock exchanges. The total
market value of Allianz shares traded
in 1995 was DM 72 hillion, cqual to
4.4 percent of the total market turno-
ver of German shares.

Allianz issued warrant options for
the first time tn 1989 for a total of
660,000 shares. The option period
for these warrants expired at the end
of March 1996. Nearly all the options
have been exercised, creating new
equity capital for Allianz of almost
DM 810 million.

Allianz AG’s capital is held by
some 48,000 shareholders, about 10
percent of whom are resident abroad.
Minchener Rickversicherungs-AG
(Munich Re) is traditionally the
largest shareholder with just over
25 percent of the capital.

Information on further financial
instruments issued by Allianz:

ating E@:gtiﬁca:.tés-.:
11t redemption valig
/31/2001: - DM 155.57




Allianz Group
Net income (in OM billions)

1993 1994 1995

* Wonrecurrent tax proceeds
of DM 253 million out of EK56
special distribution.
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et profii increased sulb-
staniially in 1995, The
fualitative improvemaent of
the underwriting resuit
contributed decisively to
this increase and was a
resuit of a relazed claims
situation, continued cost
management and cautious
undarwriting.

Allianz Worldwide

The Bexican insurance
market will offer excellest
growih opporiunities in
the fuiure. Aliianz KMaxico,
in cooperation with
BanCrecer, is well nosi-
itoned o take part in this
dynamic development.

Allianz Aktiengesellschaft

Allianz A& was unaffected
by major claims caused by
natural catastrophies in its
1995 business year. Net
profit rose by DM 213 mil-
liom, or 45.6 percent, io
DM 680.5 million.
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Supervisory Board

DR. WOLFGANG SCHIEREN
Chairman,
t February 24, 1996

DR. KLAUS LIESEN
Chairman of the Supervisory Board
Ruhrgas AG,
Chairman
since February 26, 1996

FRANX LEY
Salaried employee,
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Deputy Chairman
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Chairman of the Supervisory Board
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Board of Management
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Custodian
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Former Chairman of the
Board of Management
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DR. KLAUS-RUDIGER STROEBEL
Salaried employee,
Allianz Versicherungs-AG



We have continually monitored the
Board of Management’s conduct of
the Company’s affairs in accordance
with our responsibilitics under the
law and the Company’s statutes and
have kept ourselves informed at our
meetings and by means of regular oral
and written reports from the Board
of Management about the ongoing
business situation.

We have devoted particular atten-
tion to the petformance and develop-
ment of the Allianz Group, Allianz AG,
and our main subsidiaries in Ger-
many and abroad. Specific matters of
importance discussed have included
the positioning of Allianz as a global
industrial insurer, the integration of
the EIVIA group acquired at the be-
ginning of January 1995 and of Lloyd
Adriatico, and strategic planning for
the Asian countries, We have also
had detailed discussions about the
reorganization of working proce-
dures in the Property and Casualty
Insurance Group in Germany and
about the new premium rates for
third party liability automobile insur-
ance intreduced in Germany from
the beginning of 1996. And we have
kept ourselves informed about the
progress of proiects supported by the
Allianz Foundation for the Protection
of the Environment which was
established in 1990.

We have examined the financial
staterments, the management report
and the recommendation for the ap-
propriation of profit. We concur with
the conclusions of the Company’s
independent auditors, KPMG Deut-
sche Treuhand-Geselischaft AG, Wirt-
schaftsprufungsgesellschaft, Munich,
who have given an unqualified
opinion on the 1995 financial state-
ments and management report. At
the meeting of the Supervisory Board
held on July 26, 1996, the financial
statements presented by the Board of
Management wete approved and
confirmed.

The consolidated financial state-
ments and management report of the
Group were also submitted to us for
revicw,

Dr. Wolfgang Schieren, Chairman
of the Board of Management from
1971 o 1991 and Chairman of the
Company’s Supervisory Board since
1991, died on February 24, 1696. At
the meeting of the Supervisory Board
held on February 26, 1996, we paid
our respects to Dr. Schieren for his
outstanding service to Allianz. At the
same meeting on February 26, 1996,
we elected Dr. Klaus Liesen to succeed
Dr. Schicren as Chairman of the Su-
pervisory Board. Dr. Wolfgang Miiller
joined the Board on February 24,
1996.

Munich, July 26, 1996

For the Supervisory Board

Report of the
Supervisory Board



Dr. Wolfgang Schieren t

Dr. Wolfgang Schieren died on Feb-
ruary 24, 1996 at the age of 68, His
passing was a great loss to Allianz,
where Dr. Schicren was Chairman of
the Supervisory Board and formerly
long-time Chairman of the Board of
Management, and to the German
economic and business world as a
whole, where he ranked among the
most respected leaders.

For more than 40 years Dr.
Schierer: served Allianyz with his
extraordinary business capabilities.
The period of his tenure as Chairman
of the Board of Management from
1971 to 1991 is remembered as one
of cnormous growth and consistently
high profitability for our Company.

Tt is to his farsightedness and per-
sistence that Allianz owes its develop-
ment from Germany’s leading insu-
rance company to an internationally
active Group. ‘Today, Allianz is among
the world’s leaders in the insurance
scctor. The success of this expansion
and internationalization was among
the high points in Dr. Schieren’s pro-
fessional lifc and has had a decisive
impact on Allianz in recent decades.

Dr. Schieren was well aware that
continued success in achieving ambi-
tious business goals would depend
on the active involvement of motivat-
ed employees. He was always an
understanding partner for discussion
ahout their concerns. Together with
his business successes, this has
secured for him a special place in
the memory of everyone in this
Company.

Government and society alike
recognized his business accomplish-
ments and his social and cultural
involvement with the highest honors.
He was the recipient of the Federal
Republic's Order of Merit award and
of the Bavarian Order of Merit.

He was also made an officer of the
Légion d’Honneur,

We mourtt the passing of Dr.
Wolfgang Schieren, whom we shall
always remember. We also extend
our deepest sympathies to his family.
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DETLEV BREMKAMP
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Personnel Director
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Allianz improved its profitability quite
substantially in 1995, With an increase
of DM 779 million to DM 3 hillion
the pre-tax profit was again up by a
third on the previous year. This good
petformance brought about a further
improvement in earnings per sharc
which, calculated by the method
recommended by the DVFA/GDV,
rose by 54.1 percent from DM 56.60
to DM 87.20.

The Company benefited from a
lower incidence of claims compared
with previous years. Earnings also
reaped the henefits of improvements
to rate and risk structures, loss pre-
vention measures, a more flexible
otganization, and accelerated opera-
ting procedures. We ate therefore
well on the way rowards achieving
our goal of continuous improvement
in the structure and quality of car-
nings and consequently in the value
of the Group and its business.

The success of these measures is
reflected particularly in the improve-
ment in the quality of underwriting
earnings. This side of our business is
vitally important in our industry and
since 1991, by restructuring and refo-
cusing operations and by careful
management of costs, Allianz has suc-
ceeded in substantially ceducing the
losses on this account vear by year by
a total of almost DM 1.9 billion.

Under the old accounting regula-
tions we achieved our target of repor-
ting an underwriting profit in the
year under review, with a surplus of
DM 85 million. The fact that this
welcome improvement is not imme-
diately evident from the financial
statements is explained by the new
accounting regulations and does not
diminish its importance for share-
holders and the Company alike,

We continue to pursue the pri-
mary goals of our business strategy
and see potential for further profita-
ble growth particularly in the fol-
{owing areas:

¥ Life and health insurance offers
exceptional business opportunities all
over the world. National social securi-
ty systems arc being stretched to their
Limits in many places, mainly as a
result of demographic trends. The
developing countries are tending to
move away from social security
systems financed by national insur-
ance contributions. This all creates
increased demand for insurance cover
from the private sector.

F We intend to play a leading role
as an insurance carrier in the emer-
ging economies of Rastern Europe
and in the Asia-Pacific region. We are
already firmly established in various
countries such as Hungary, the Czech
Republic and Russia, as well as in
Japan, Singapore, Indonesia and
Hong Kong. In addition to industrial
risks insurance, where we have
already achicved a strong position

in these regions, we will also be
developing selected personal lines
business. In countries with great
potential but high entry barriers —
such as China, India or Vietnam —
we are persevering with our efforts
o gain access to the market.

F We are working hard on the crea-
tion of a global network for sharing
expertise across the Group from
which we expect to gain significant
competitive advantages. This, too,
will help to generate further profira-
ble growth.

In pursuing these opportunities
we will continue along the well-
proven path, aiming not at short-term
maximization of profit but at long-
term and sustained improvements in
earnings.

In this way, the decision in July
1996 to bring the Vereinte Group and
Hermes Kreditversicherungs-AG into
the Allianz Group, peading approval
from anti-trust authorities, will sub-
stantialty increase Allianz’ earning
power.

However, anti-trust reguiations
made it necessary to sell our majority
stake in DKV Deutsche Krankenver-
sicherung AG as part of this arrange-



ment. The acquisition of the Vereinte
Group and of a majority stake in
Hermes, one of Furope’s leading
credit insurers, will enable Allianz to
strengthen its market position in
Germany and to make a sirategic
entry into credit insurance, an impor-
tant business area in Germany and
international markets.

The strategy of decentralized
management responsibility has also
proved its worth in achicving our
goals. This means that our group
companies have responsibility for
their own operating activities while
the holding company is responsible
only for central coordination and
supervision.

The most productive way of fulfil-
ling these functions effectively, in
our view, is in structured dialogue be-
tween senior management of group
companies and the Board of Man-
agement of Allianz AG. This dialogue
takes place in three stages. Soon after
the beginning of the year the Board
reviews the strategic options for the
longerterm performance of the
Group and sets targets for the next
budget period. Over the next few
months these performance options
are discusscd with the people respon-
sible for them at the group compa-
nics, and firm targets are agreed. [n
the autumn, budget meetings are held
to ensure that the operative plans of
individual companies conform with
group targets.

The main purpose of this proce-
dure is to focus attention on earnings-
generative growth and enhance the
financial resources of the Group. Re-
turn on equity has been introduced
throughout the Group as a tangibie,
easy-to-define control parameter. It is
calculated on the basis of detailed
management accounts which also
identify the amount by which the
vaiue of the business has increased.
In 1995, on the basis of the pub-
lished accounts, aftertax earnings as
a proportion of average stockholders’
equity went up from 7.9 percent to
11.2 percent.

In tandem with these improve-
ments to our internal controlling and
reporting system we are working to

make our published information
more user-friendly and up-to-date.
One such measure is the publication
— started last year — of a quarterly
report on significant events and
developments within the Group. The
Annual Meeting of shareholders is
also to be brought forward by three
months from 1997 onwards. In con-
junction with that, the consolidated
financial statements are to be drawn
up in accordance with International
Accounting Standards — provided
German legislation recognizes such
statcments as fulfilling all require-
ments, thus making unnecessary
separate Group statements under
German regulations. We will push for
suitable accounting standards to be
drafted and approved specifically for
insurance groups.

We are working to secure the
tong-term success of the business in
order to generate an attractive retugn
~ by international standards as well -
on your capital invested. But you, as
shareholders, are not the only ones
to benefit from a sustained increase
in the value of the business; this
applies to all those who are commit-
ted to the success of Allanz - our
customers, our staff, and society. A
continued increase in customer satis-
faction with our services will deter-
mine the extent and quality of our
profitable growth in the future. We
are confident that our highty motiva-
ted and fully qualified workforce will
deliver. You, our shareholders, can
continue to count on these traditional
strengths of Allianz as an international
service provider.

e i

| ‘.
r)‘

Dr. Henning Schulte-Noelle
Chairman of the

Board of Management
Allianz Aktiengesellschaft
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B Further improvement
in earnings

Allianz increased its earning power
further in the 1995 financial year,
again improving its pre-tax result by
34.4 percent to DM 3 billion. This
success was due not only to 4 com-
paratively favorable claims experience
but also to measures introduced
cumulatively over a space of years to
reduce costs and boost efficiency, a
selective underwriting policy and the
adoption of risk-oriented insurance
premiums. Unprofitable business sec-
tors were abandoned. New compa-
nies acquired account largely for the
growth in sales of 6.8 percent.

During the year under review,
Alliany further expanded its position
in ceaters of future growth, such as

ern Europe. Concentration on com-
petitive fields of activity in the devel-
oped markets has proved its worth
and provides a solid basis for profit-
able growth in the coming years.

A difficult economic background

Low inftation rates in the leading
OFECD countries and disappointingly
slow economic growth following the
1993 recession, with continuing high
unernployment, left their mark in
1995. These factors frustrated any
improvement in insurance company
sales, The reduced need to adjust
premiums also contributed to this,
which was similarly attributable to
the low inflation rate but was above
all the result of a slight improvement
in the loss situation in many coun-
tries.

These developments limited
growth in the Allianz Group. Gross
premium income rose to DM 70.6
billion (1994: 66.1 billion) in 1995,

This included DM 5.4 billion from the

firsttime consolidation of the EIVIA
group (Switzerland), Italy’s Lloyd
Adriatico, NVS§ Salland in the Nether-
lands and Allianz México. Leaving
aside these newly added companies
and on the basis of constant ex-
change rates, internal growth amoun-
ted to 1.1 percent. The influence of

Allianz Group
Equity ratio before taxes (%0

1993 1994 1895

6-7 Countries
Growth, tnflation and
Unemployment {%)

N
o,
,,MM T
o

'H 92 93 04 95
Growth {grawth in real GDP
over previous year)
Inflation rate (change in consumer
price index over previous year)
Unemployment rate



Newly consolidated companies of the Allianz Group

Premium income

1995
in DM millions

Business focus

All areas of property and life insurance

CO>ELVIA 3,289 in Switlzer\and;

] Trave! insurance and aid throughout Europe
,Iﬁlg%gtico m 2011 Q:;&iﬂgc{ﬂz?rnaonrﬁseast italy

E\TEVRSL%‘,&T SA L LAN D 247 Health insurance

Allianz 53 Industrial iInsurance

Allianz México, S.A.

Gomparia e Sequios.

exchange rates on result is slight
AMONgst insurance coOmMpanies com-
pared with other industries. The re-
duction in Allianz’ earnings attribut
able to exchange rates amounted to
DM 95 million in 1995.

Earning power strengthened

Allianz succeeded in further increas-
ing its carnings in the year under
review, Improved profitability was
due to numerous restructuring efforts

within the Group and successful mar-

ket initiatives. To mention only one

outstanding event which affected earn-

ings in the past vear, these measures

enabled Deutsche Versicherungs-AG
to show a profit, as forecast in 1995,
1t transacts property and casualty
business in eastern Germany and was
created from the former East Ger-
many’s state insurance system. The
company’s successful rationalization
has secured over 10,000 jobs for of-
fice and field staff for the foreseeable
future. In addition to successfully
conducting business, Allianz is there-
fore also making a contibution to
the economic development of the
new easfern states.

The following exampies of new
products, optimization of distribution
outlets, expense and claims manage-
ment and positioning in profitable
new fields of business illustrate the
way in which revenues are being
improved and growth strengthened.
They are not simply limited to exam-
ples from the year under review, but
also reflect progress achieved with a
number of initiatives alrcady intro-
duced in previous Annual Reports.

Group companies
Participations
Gooperation agreements
Branch offices
Agencies
Representative offices

10



B Cost improvement
through restructuring

Allianz made good progress in the
year under review with simplifying
and reducing various business proces-
ses, merging hitherto independent
companies and streamlining distribu-
tion.

Efficiency boost for
office and field employees

In Switzerland, the two EIVIA distri-
bution organizations for life and non-
life business previously operating sep-
arately were integrated. Apart from a
few highly specialized agencies, all
agents can now offer the entire pro-
duct range. In addition, EIVTA agents
who have worked in the past as em-
ployees of the Swiss group of compa-
nies are now working on a selfem-
ployed basis. This organizational form
has proved highly efficient and effec-
tive at Allianz Switzerland, but also in
Germany and in other markets.
Restructuring in recent years with-
in Firemen’s Fund in the USA has
had a favorable effect. The former
17 offices (commercial insurance cen-
ters) were reduced to 8, focusing on
regional markets. Organization has
heen streamlined; the workforce in
this area was cut from 3,254 (end-
1692) to 2,510 {end-1995). The ex-
pense ratio of the Commercial Divi-
sion responsible for industrial busi-
ness fell from 34.3 percent in 1991 to
31.2 percent in 1993, Productivity, in
terms of premium income per em-
ployee, rose by 20 percent in 1995,
The nationwide introduction of
“unidades comerciales” in Spain,
namely small, flexible profit centers
close to the customer, resulting from
the splitting up of the former branch
offices of Allianz-RAS — was complet-
ed in 1995. The “unidades comer-
ciales” each consist of three or four
persons with distribution and claims
assessment tasks. The advantage of
this more flexible form of organiza-
tion is that these units require a mini-
mum of administrative work — espe-
cially through highly efficient compu-
terization. This allows them to give
clients closer attention. It is the first

simmed-down crganizational struc-
ture of this kind in the Spanish insur-
ance market.

Self-contained companies in many
countries have been merged. For
example, in ffaly, Allianz Pace, Milan,
and Unione Subalpina, Turin, were
merged to form Allianz Subalpina,
Turin, with distribution emphasis on
Southern Tyrol and Piedmont. The
individual companies lacked the criti-
cal mass to make headway against in-
creasing competition. The cost advan-
tages and efficiency improvements
from joining administration with dis-
tribution will improve results only in
COIMing years.

Streamlining organization of work

After the acquisition of the ELVIA
Group in Switzerland in 1995, all
cfforts were devoted to consolidating
and realigning its companies. Admini-
strative activities previously scattered
amongst the regional directorates
were combined at the company’s head
office during the vear.

Measures to improve efficiency
have already produced their first fruits.
Despite moderate premium growth

(+ 1.2 percent) the expense ratio,

i.e. distribution and administrative
expenses as a proportion of premium
income, dropped from 31.8 percent
o 29.7 percent,

Allianz’s largest group company in
Ftaly, RAS, continued with its policy
of gaining further cost advantages
over competitors through projects to
simplify and speed up operating pro-
cesses and to make them more flex-
ible. As part of this series of projects,
a start was made in the year under
review with steps to automate low
value-added activities more than

11

increased computerization
and sireamlinsd work
structures increase the
customer service and affi-
ciency of office and field
staff. Shown here, one of
Altianz-RAS' “Urigades
Domerciales” teams.



fn lRaly, Allianz operates
primarily theough Riunione
Adriatica di Sicurta S.p.A.
(RAS} in Milan, Lloyd
Adriatico in Trieste and
Allianz Subalpina, Turin.

before, 50 25 to concentrate resources
on true underwriting work, such as
risk assessment and management.
This ensures intensive, professional
advice at low cost.

The optimization of operational
processes has been consistently pur-
sued in all three customer group areas
— industry, commercial, private - in
Germarry. The first palpable successes
were achieved in automobile claims
processing. By building up claims
reporting by telephone, the number
of reported claims received within
the first three days after an accident
doubled from 17 percent to 38 per-
cent in 1995, When the claim was
reported immediately, Allianz was al-
ready able to contact 75 percent of
the injured partics on the claim repor-
ting date and so appreciably speed up
settlement. Clients benefited also
from speedicr inspection by the
claims field staff. While in 1994 assess-
ment still took an average of six
days, this took barely two days on
average in 1995, from recording of
the claim to an estimate for repair
costs. In 80 percent of all cases, the
vehicle was inspected within one day
after arranging repairs.
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B Bationalization or
abandonment of unprofit-
ale areas of business

Allianz redoubled its efforts in 1995
to rationalize loss-making client con-
nections through premium adjust-

updated forms of self-insurance. Areas
of business with no prospect of mak-
ing an adequate contribution to results
were abandoned.

Risk-oriented premiums

Successful rationalization was pur-
sued, for example, in the autemobile
insurance of commercial fleets and
industrial insurance in Germuarny.
Deductibles of several million DM are
no longer unheard of in contracts
with large industrial customers.
Successful rationalization negotiations
and, where necessary, elimination of
client accounts with extremely high
loss ratios, improved results in a
nuriber of industrial branches in
1995, which was accompanied by a
small drop in premium income.

In Latin America, too, the past year
was characterized by the consolida-
tion of Allianz-ted units. Adridtica de
Seguros C.A. in Verezuela achicved
extraordinary improvements in sales
and result through restructuring and
rationalization measures against the
background of the country’s heavy
financial and economic crisis. Health
insurance was discontinued in that
country. In Argenting, a particularly
difficult and loss-pronc insurance
market, Allianz achieved its goal of a
balanced result. ITn doing so, it had to
accept 4 drop in sales, by, amongst
other things, withdrawing from
unprofitable employee accident insur-
ance,

Portfolio adjustments

Withdrawal from chronically low-ear-
ning or deficitary market segments
also produced a drop in sales. Exam-
ples of portfolio adjustments include:
¥ in ftaly, RAS decided in mid-1994
to give up writing oil and gas risks
entirely. In 1995 alone, this step led o
a fall in gross premiums of DM 300
million.

F  Allianz Via in France, among
other things, suspended writing new
contractors business and accepted
transportation risks only under strin-
gent conditions.

¥ In the US4 and Great Britain,
group companies withdrew from ma-
rine hulls business. Gross premium in
thissector consequently fell in the USA
from $31.6 million (1993) through
$21.5 millien (1994) to $18.0 million
in 1995,

Significant increases in
risks necessitate higher
premiums in industrial
insurance. In order to limit
premium increases for
customers, Allianz offers
industrial clients increased
deductibles.
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What industrial customers
expect from their
insurance company
{companies with 50 or more
employees)

100

80

60

A0

20

1 2 3
1. 78 percent of all industrial

customers desire consultation on risk
management,

2. 45 percent wish damages and
claims processing on a deductible basis,
3. 38 percent desire smergency

aid through group insurance.

W Loss management and
risk selection

Measures to reduce and prevent losses
were again a priority for Allianz in
1995, The steady increase in concen-
trations of high values, high crime
rates and rising natural catastrophe
claim payments make these efforts
particalarly important.

The risk assessment system

Risk potential in the industrial area is
essentially determined by “soft” fac-
tors such 4as 4 company’s security
philosophy and how it organizes risk
management — a fact often over
locked. To prevent losses attributable
to these factors, the Allianz Center for
Technology (ACT) has developed

2 Risk and Security Management,
Control and Optimization System
(RISIKO System) in cooperation with
external experts. It consists of four
elements, based on a comprehensive
questionnaire written up in consulta-
tion with management responsible
for security. Risk policy and the
philosophy and management of
security are assessed from the techni-
cal, commercial and legal aspects.
The client is then advised on what he
should do to improve his risk poten-
tial and receives support and advice
on putting his decisions into practice.
Following a pilot project with a
major customer, the RISIKO system
was made available in Germany
beginning in 1996,




Natural catastrophe management

In the IJSA, Firemen’s Fund (FFIC)
has reduced its overall risk in particu-
larly catastrophe-prone areas through
computerized exposure inputs in in-
dustrial and private customer business.
The procedure allows data relevant to
a particular catastrophe risk to be
merged for a district, 2 number of
streets or city section, and possibly
also for a larger arez. Where 4 storm
damage or large-scale fire risk exists,
information concerning probable
propagation paths is important, while
for earthquake and locally limited
fires the risk depends more on the
peculiaritics of the terrain or the
natare of the building. Such prepared
information can be translated to
maps, so that FFIC has a good over-
view of the accumulated risk as-
sumed in individual districts, city
sections, streets or regions. The com-
pany can then impose quotas or limi-
tations to keep its overall exposure in
hazardous arcas within acceptable
bounds. By applying this method,
earthquake claims payments in Cali-
fornia - to mention only one exam-
ple — fell from USS 112.7 million
(1993) to US$ 90.6 million in 1995,
with 2 slight increase in premium
income in personal lines.

In extreme cases, the accumula-
tion limits may force the company to
withdraw entirely from a segment of
business. For example, FFIC stopped
writing almost all private business in
Hawail on account of the storm
damage risk. The potential maximurm
foss on own account in the event
of a force three hurricane on the
Hawaiian islands was thereby re-
duced from US$ 197.9 million (1993)
to US$ 5.2 million in 1995,

Expense limitation
for health insurance

Despite the unabated rise in health
service costs and the first claims
paid under long-term nursing care
insurance, DKV Deutsche Kranken-
versicherung AG succecded in
keeping the rise in benefits paid

(+ 7.4 percent to DM 3.0 billion)
beneath the rate of premium growth
(+ 9.3 percent to DM 5.2 hillion} in
the year under review. All attempts by
service-providers to recoup income
lost as a result of the national health
syster’s savings measures by presen-
ting the privately insured with cxag-
gerated fee bills were resisted in the
interest of stable premiums,

DKV intends to offer financial in-
centives to service-providers in the
health sector to provide treatment that
is hoth sophisticated and economic.
Models of this kind, which are also
attracting greater attention through the
present public discussion on “man-
aged care”, cannot as yet be intro-
duced owing to the absence of 2 legal
framework. Bearing in mind the
government's stated intention to do
more to limit extreme rises in health
service costs, it is only logical that
private health insurers should be able
to try out these innovative models.

=
[+

Benefils paid

by state and private insurers
in Germany

Growth in %

89/90 90/91 91/92 92/93 93/94

Private health insurers
State health insurance



Development of the number
of international insurance

programs for Allianz’ industrial
customers worldwide

500
400
300
200
100

B Expanding the market
position with
differentiated services

Allianz was well prepared with inno-
vative insurance products for the ris-
ing demand in 1995 for differentiated
insurance packages and rates, which
more effectively reflect the individual
risk, and was consequently able to
strengthen its position in the market.

International industrial business

In the U84 alone, Allianz Insurance
Company (AIC) of Los Angeles
achieved premium income in 1995 of
US$ 284 million with international
insurance programs, now 67 percent
of total sales. These programs are
designed to provide all-round cover-
age and service from local Allianz
companies for multinational cormpa-
nies in all countries whete they are
active. AIC increased the number of its
participations in international insur-
ance programs to 118 in 1995, after
105 the previous year. Altogether,
Allianz participated in 636 internatio-
nal insurance programs in 1995, as
leading company in 307 of them.
Allianz has made a name for itself
in recent vears as leading insurer of
major engineering risks in Asig. The
infrastructure projects insured by it
include the airports now under con-
struction for the 21st Century in Hong
Kong and Kuala Lumpur and the new
Bangkok city turnpike, and the second
land bridge between Singapore and
Malaysia. The Group through its own
companies and with cooperating
partners has helped guarantee invest
ments of DM 29 hillion in this region.

Targeting commercial clients

Firemen’s Fund improved its position
in the U84 in 1995 in expanding sec-
tors of business with a series of new
or overlmuled products. The most
important growth carriers were the re-
vised standing crops insurance and a
professional liability insurance for
insurance agents.

In the first year alone, the 17,000
policies written under standing crops
insurance raised premium income of
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USs 31 million with an underwriting
profit of US$ 2.6 million.

The operators’ liability insurance
for insurance agents, which in 1995
increased by 50 percent to US$ 48.5
million gross premium income, gives
protection to general and exclusive
agents (including their staffs) and
provides cover against financial loss
as well as legal expenses cover. The
increased growth is attributable to a
program with a master policy whose
sums insured are specially tailored
to the agents of one of the United
States’ largest insurance companies,

The diverse product range for the
Allianz companies’ industrial cus-
tomers in Germany, intended for such
varied businesses as skilled crafts,
commerce, agriculture, the restaurant
and catering trade, the selfemployed
and service-providers, contributed
decisively to the increase in sales in
recent years. More than 35 percent of
all firms and self-employed persons
in Germany are covered by at least
one Allianz policy.

Risk-oriented rates for
private customers

Following deregulation of the Euro-
pean insurance market and the aban-
donment at the same time of the need
to cbtain official approval for insur-
ance products and charges, Allianz
has used the flexibility obtained in
the past year to introduce individual
rating features. These enhance the
appropriateness of premiums for the
client and — when carefully calcula-
ted ~ improve portfolio quality.
Attractive prices attract good risks,
while accident-prone clients necessi-
tate increased premiums,

Group companies are developing
ihese kinds of product elements in
close cooperation. Since deregulation,
they have been able to purposefully
categorize their client listings and
introduce risk-aligned rates and
benetit from the know-how of affi-
liates, some of whom have decades
of experience of individual rating
and have long been successful in
selling individually rated insurances,
as for example in France and Spain.
Allianz companies have since 1995
offered differentiated rates throughout

Europe in the key line of automobile
insurance.

The parameters adopted by RAS
in ftaly are: bonus/demerit classes
{no-claims classes), motor strength,
method of propulsion (gas or diesel)
and driver's age and occupation. In
addition, a distinction has been made
since February 1996 according o
vehicle types and their average claims
frequency.

In Germany, Allianz became the
first insurer to introduce Allianz differ-
entiated automobile insurance rates
hased on statistically proven, in-
house calculations. Apart from exis-
ting rating characteristics such as no
claims and regional class, premiums
differ according to such features as
vehicle age, frequency of use, use of
garage and vehicle type. There is also
a special rate for women as the sole
driver. Good risks are rewarded with
premium reductions of up to 40 per
cent.

A new, promising market sector in
Canada is the insurance of senior citi-
zens, A distribution company, Grey
Power National Network, speciaily
formed for this market segment in late
1693, offers automoebile and home-
owners’ insurances on special terms
to persons aged 55 and over. Gross
premiums in this segment grew from
CD$ 6.1 million (1994) to CD$ 17 mil-
lion in 1995. Demographic changes
in the Western industrialized nations
are making this “grey market” increas-
ingly important.
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B Successiul positioning Allianz

in growth markets Lebensversicherungs-AG
Single premiums in own business
in DM millions

Profitable growth is Allianz’ objec-

tive, To secure this in the longer 1,400

term, measures to cut costs, limit 1,200

claims and separate out unprofitable 1000

ficlds of business are insufficient.

The Group devoted itself with equal 800

energy in 1995 to the corporate 600

challenge of exhausting the growth 400

potential of developed markets and 200

successiully tapping into new oncs.

0

‘91 92’93 94 85
Single premiums 471 624 1037 1136 1,296
of which pension plans 386 543 939 1,004 1,222

It strengthened its presence in
countries with excellent growth
forecasts and improved its position

for further increases in sales and car- ?r;rvnwzgztgg:numes - 368 680 788 927
nings worldwide by expanding its
distribution capacities, especially
through banks and customer-orien- Portfolio value
ted services and products. in percent per year
{3-year average)
Expansion of products for 30—
individual provisioning
Percentage of the total 20
population over 60 The importance of private provision-
by region, 1990 and 2030 ing for the future will increase furth- 10
OECD courtrios er in the coming years. Govgrmpept .
care systems are reaching their limits
sogialst mz(;lf[:':s’ worldwide. .In Germany, in particular, o
, demographlc trcnds and hlgh unem- 72 74 7B 78 80 82 84 86 58 90 92 94 95
China ployment have made it increasingly —  Allienz Life (net yield)
aﬁ}igﬁggggi difficult to finance state-based pen- —  Annuity funds Germany
nsia sion plans. In addition to an adequaie -=-  Equity funds Germany
(axcluding Chinay company pension scheme, it will
Arica and B therefore be even more impottant in
the Middle East - the future to fill the provident gap in Portfolio value and risk
World old age through private life and pen- Average annuai valug in percent
- 15 s 2'0 -;5_3.0—;5 sion plaqs: Only then can the stan- and risk (standard deviation
1060 B 60-75 years v 75 vears c}ard of living be sccu.red for Jater in in percent) 1986-1995
o030 BB 50-75 years ] ovar 7S years %1&:. No‘t only currerllt income buF P
R increasingly also private wealth is .
being used for this purpose, since 10 B
the latter has riscn continuously in 8 o . R
Germany in recent years despite P B R
diminishing real incomes. g 6 . et
Just how sirong the growth mar- 4 - e
ket tor private pensions is in Ger- ’ .
many, specificully in the arca of the 2
realignment of wealth, s clear from a L j
the increasing trend towards single- 0 5 10 15 20 25
premium products. At Allianz Leben low risk high risk
and Deutsche Lebensversicherungs- & Aliianz Life »  Annuity funds
AG, which is active in eastern «  Equity funds
Germany, single premiums rose in (Funds focusing on investment In
1993 by 14.1 percent to DM 1.3 bil- Germany. Source: micropal)
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lion. Three quarters of single premi-
ums are paid on contracts for im-
mediate annuities.

Security and yields

In view of the increasing life expec-
tancy for each individual and the
aging of socicty as a whole, private
pensions and life insurance will be a
growth market for the fumure. Thanks
to their unique combination of sccuri-
ty and yieid, they remain the ideal
way for building up private provision
for old age like no other financial
product. They are therefore superior
to all other products discussed in
connection with provision for old
age. Capital-forming life insurance
and private pension insurance offer
the customer longterm contractual
guarantees that are indispensable
when providing for old age. Insurers’
investments are ideally suited to this
nccessary requirement. Market fluctua-
tions have only little effect on the
interest earned on insurance policies.
Gaps in the provision under state sys-
tems can thercfore be reliably closed.

Just how stable and attractive the
net returnt on life insurance can be is
clear from the example of Alliany
Life. Over the past 10 years, it has
moved within a band width of only
one percentage point and in 1995
remained at the high level of 7.5 per-
cent despite lower market interest
rates.

All Net

Allianz efficiency in the field of
private provision is being further
strengthened by the additional availa-
bility of related services. Allianz set
up a network in 1995 for internation-
al corporate pensions. The network,
known as “All Net? is intended to
assist companies operating abroad
and to offer them on-the-spot service
through local offices that is up to the
Allianz standard. The worldwide pres-
ence of the Allianz Group, supple-
mented by cooperation with other
partners, and the international availa-
bility of its know-how allow Allianz
Life to stay ahead of the competition
in the field of international corporate-
pension plans.

Life insurance in other markets

With premium growth of 61 percent
in life insurance, the Group company
Hungdria Biztositd in Hungary took a
further important step in 1995 to-
wards its goal of developing a new
profitable ficld of business in addition
to auto and industrial insurances. A
field staff specializing in fife insurance
was built up for this purpose.

In Spain, Allianz-RAS and the
major bank Banco Popular signed a
group insurance agreement for the
Bank’s pensioners for a single prem-
ium of approximately DM 568 mil
lion. A new insurance law which
orders the divesting of corporatc pen-
sion funds has created a broad field
of business with very good opportu-
nities for Allianz-RAS.

A strong feature of the market for
life insurance in France is savings
products. Allianz is very well placed
amongst these insurances with its
“Gaipare” products with 25 percent
growth in sales (market: 15 percent)
in 1995, to FF 1.95 billion.

Cooperation with banks

Customers world-wide have readily
accepted the sale of insurance prod-
ucts across the bank counter, especi-
ally of life insurance products. Prop-
erty insurance products are also in-
creasingly being purchased through
banks. To approach new client groups
and to build up a distribution path
whose importance may still increase
sharply in the future, Allianz entered
into new coopcrative agrecments with
banking partners in 1995. Clients can
now purchase Allianz products world-
wide at some 10,200 bank branches,
or will be able to do so in the near
future.
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Garmarny

Czech Republic

France

Greece

Hungary

ltaly

Potand

Partugal

Spain

Sales cooperation
with banks in Europe

—
-
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Hypo Bank, Dresdner Bank
Ralffaisen- und
Genossenschaftshanken

Hypo Bank

Crédit Lyonnais
Frgobank

Tarek Bank
Credito [tafiang
Credito Romagnala
BGZ-Bank

Banco Fonsecas

& Burnay

Banco Popular

P In Haly, RAS in 1995 cxtended its
existing distribution arrangements
with hanks through cooperation with
the Credito Iraliano Group.

¥ A cooperation agreement was con-
cluded with Crédit Lyonnais in France,
which provides for the distribution of
products in property, casualty and
health insurance through this bank’s
2,500 branches beginning in 1996.
Allianz has thereby opened up a cost-
efficient distribution outlet and will
gain access to the bank's comprehen-
sive customer base.

P Allianz catered into a cooperative
sales arrangement in Poland with the
BGZ Bank, one of Poland’s three
largest banks. In addition, Allianz and
BGZ agreed to set up joint companies
to transact life and non-life insurance.
BGZ has a nationwide network of
some 1,300 counters which should
decisively support the distribution of
insurance products.

¥ A further distribution arrangement
was made with Banco Fonsecas &
Burnay in Portugal. All non-lite and
life products of the Portuguese Allianz
company, Portugal Previdente, will he
distributed through this banking
group’s 200 branches.

¥ Allianz has formed a life and health
insurance company together with
BanCrecer, one of Mexico’s largest
banks. With 800 branches, BanCrecer
has the country’s second largest
branch office network through which
the joini-venture's products will be
sold in the future.
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Course set on growth
in the Asian-Pacific region and
Eastern Europe

Nearly all countries in Asia are look-
ing forward to continucd strong eco-
nomic growth in the coming decade.
Prospects for employment and pros-
perity have never been so good for
ever larger sectors of the population.
They are increasingly looking for
financial security for the standard of
living they have achieved. Allianz is
consequently not only building up its
industrial business in the region but
is also making preparations to offer a
broad range of insurance in additional
countries. Progress towards both goals

Economic growth in Asia
Real GDP growth in percent
over the previous year
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has since early 1996 been guided by
the management unit Allianz Asia Pa-
cific, established in Singapore to su-
pervise all operating companies and
representative offices in the region.
In addition, Allianz Asset Management
was formed in Hong Kong in the year
under review. Through it, the Group
is investing directly in the Asian
capital markets, thereby participating
in the region’s economic growth.

As part of its Asian-Pacific strategy,
Allianz obtained 2 14.5 percent inter-
est at the end of 1995 in its Australian
cooperation partner of many years,
Manufacturers’ Mutual Insurance
Group (MMI), Sydney. This apprec-
iably improved the Group's position
in the important markets of Australia
and New Zealand. The companies also
intend to cooperate in Asian markets.

Allianz. and MMI already agreed in
September 1995 to form a joint-ven-
ture with the state-owned Vietcom-
bank, the state reinsurer Vietnam Re
and Vietnam Private Bank in Vietnam,
and opened a representative office in
Hanoi. Application has been made
for a license to sell insurance.

In China, Allianz is working
towards obraining a license for insur-
ance business. It is already represen-
ted there through representative
offices in Beijing, Shanghai and Guang:
zhou.

After nearly 30 years, a further ma-
jor Asian market is about to be opened
up in India. Anticipating deregula-
tion, Allianz will open a representazive
office in Bombay in 1996 and com-
mence preparations for beginning
operational business.

Now that the joint-venture Allianz
Utama Indonesia, formed in 1990, has
developed into one of the leading
foreign insurers of industrial risks in
Indonesia, Allianz has formed a fur-
ther joint-venture with the Kresna
Karya life insurance group. The low
level of state pensions, the high pro-
portion of people’s earnings that goes
into savings and a rapidly rising stan-
dard of living create a sound basis for
profitable growth in this market,

In Thailand, Allianz has applied
for a license to conduct life insurance
business. It expects to be issued one
in the second half of 1996.

Ost-West Allianz in the Russian
Federation increased its premium
income in 1995 despite difficuls eco-
nomic circumstances, The contin-
uingly selective approach to under-
writing has kept claims expenses at a
low level. In the year under review,
Allianz opencd a regional office for
northwest Russia in St. Petersburg,
the country’s second-largest insurance
center.

By including auto physical damage
insurance in 1995, Allianz pojistovna,
further improved its already dynamic
sales growth in the Czech Republic
and Slovakia. After three years of
building up this company, it is ex-
pected to start showing a profit in
1996.

In Hungary, the group company
Hungaria Biztosito in 1995 once again
improved on its previous year's oper-
ating profit by 77 percent, to 1.5 bil
lion (1994: 848 million) forints, de-
spite a difficult economic background
with high rates of inflation and an
unsatisfactory claims situation. With a
market share of 35 percent, it is still
by far the leading insurer in this inter-
esting growth market.
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Empleyee training is a high
priority at Allianz. In 1995,
Allianz’ new training center
in St. Wolfgang, Austria,
hegan operations. The
center is also the site of
internaticnal seminars.

B Our staff

A presence in local and global mar-

Allianz Group
Employees by country
(annual average 1995)

kets requires communication beyond  Germany 34,938
national and functional frontiers and UsA ' 9,031
also the ability to think and act in [taly 6,985
international contexts. An insurance Austria 1,080
company working successfully world-  Switzerland 2,814
wide therefore also relies heavily on Great Britain _ 2,704
the skills, helpfulness and flexibility Hungary 2,643
of its employees. In 1995, an annual France ' 2157
average of 69,236 (66,445) staff were  Other countries 3,914
available at Allianz companies to Total 69,238

assist clients,

Team spirit, innovation and an

open mind on the part of staff are key
factors for corporate success. 1o en-
courage reciprocal transfer of know-
how, Allianz is extending its interna-
tional development of human resour-
ces. Staff exchange, including manage-
ment, was increasingly promoted.

The main aim has been o expand
employees’ technical knowledge and
intercultural skills.

These goals are also served by en-
suring international membership of
the working groups which tackle such
important topics as “sales”, “industrial
liability insurance” or “automobile
insutance” in workshops for the en-
tire Group and thus promote the
cxchange of experience.

All major group companies have a
structured training department. Hun-
giria Biztositd in Hungary also set up
its own training department during
the past year. As a first step, it is
giving precedence to training field
staff, who are being offered training
in sales techniques and specialist
information. A training program for
office emplovees is to be introduced
in 1996,

Allianz' workforce in Germany
fell in the vear under review by 4.1
percent, from 36,442 to 34,938, The
number of employees in other coun-
tries rose by 14.3 percent in 1995,
from 30,003 to 34,298, This substan-
tial growth is largely attributable to
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the companies ELVIA and Lloyd
Adriatico, acquired in 1995,

Around 49 percent of the people
who work for Allianz worldwide are
women. Average time spent with the
company is 13 years.

A breakdown of employees with
a university education into specialist
areas shows that 29 percent are
trained lawyers, 22 percent MBAs
and economists and 13 percent
actuaries and information scientists,
The remaining 36 percent include
engineers, historians, social scientists
and educationists. This structure
provides an accurate picture of the
versatility of the financial services
business and Allianz’ particular need
for qualified staff.

Expenditure on salaries and wages
amounted to DM 4.62 billion (1994
DM 4.22 billion) throughout the
Group in 1995, Qutlays on social
security, pensions and employee assis-
tance amounted to DM 1.39 billion
{1994 1.29 billion).



@ Allianz and society

Allianz promotes measures and pro-
grams in many countries benefiting
culture, science, education, charitable
purposes and environmental protec-
tion. The main thrust of its broadly
based social commitments is aimed
towards environmental protection.

The work of the
Environmental Foundation

The Allianz Foundation for the Pro-
tection of the Environment, which is
endowed with foundation capital of
DM 100 million, placed emphasis in
1995 on projects serving o protect
the mountain environment. In the re-
natutation of the ski area on the Ge-
schwende Horn near Immenstadt in
Germany’s Algiu region, it is promot-
ing what is so far a unique pilot pro-
ject. The ski slopes on the Ge-
schwende Horn were dismantled and
the facilities removed. The ski slopes
and vistas have been reforested. The
laying of mountain paths has given
the area a new, ecologically accept-
able utifitarian purpose.

A further project of the Alliany
Foundation is the protection of the
golden eagle in the Berchtesgaden
National Park. The aim of the project
is to demonstrate how changes and
disruption in the golden eagle’s hab-
itat impact its behaviour.

In a fen landscape in Upper Bavar-
ia, the Allianz Foundation is encoura-
ging the renaturation of endangered
and ecologically valuable stretches of
high moor, which deforestation and
agricultural use have deprived of
their original character. 1t will be
regenerated by such means 4s restor-
ing the wetlands and reversing the
agricultural and forestry drainage pro-
cesses. Initial successes are already
evident, For example, plants and
animals typical of the fen country
have become recstablished. In ad-
dition, sphagnum moss, regarded as a
“major buiding block” of the moor-
lands, has also prospered on rena-
tured ground.

Another emphasis of promotional
activities are projects to increase the
quality of city life. Examples of this
are the laying out of a park on the
former railway line at Berlin-Schone-
berg. Operating was suspended at
many trailway facilities in Berlin dur-
ing the early 1960s and ownership
issues at the time precluded their
being put to any further use. The
unused railway land became fallow
and nature was able 1o take its course
undisturbed. Today, the Schoneberg
Southern Yard, the former Tempel-
hof shunting station, is a wilderness
at the center of the city. The luxuriant
grecncry is now to be turned into a
nature park, With the support of the
Allianz Foundation, this is creating
a further recreational area for the
people of Berlin.
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In addition to the Mauer-
park, the Ailianz Foundation
is sponsoring a further pub-
lic park in Berlin, located at
the site of the old Tempel-
hof shunting station in the
Schoneberg district.
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General review

Profitability of the Allianz Group im-
proved further in 1995. A better claims
record in many markets, the absence
of major natural catastrophes, and the
success of our earnings-driven policy
of risk selection and careful manage-
ment of costs all had a beneficial effect
on earnings. Favorable conditions in
capital markets also contributed to the
improvement.

Premiums written

The gross premium income of Allianz
worldwide went up by 6.8 percent to
DM 70.5 billion. DM 5.4 billion of
this came from the companies in the
ELVIA group, Lloyd Adriatico, NVS
Salland in the Netherlands, and
Allianz México, all of which were in-
cluded in the consolidated figures for
the first time, This growth increased
the foreign proportion of group reve-
nue to almost 45 percent (1994: 43
percent}. On the basis of constant ex-
change rates, premiums written would
have increased by 9.1 percent, but the
downward exchange movements of
major currencies against the DM re-
duced group revenue on consolida-
tion by DM 1.6 billion. Excluding the
companies consolidated for the first
time, premium income would have
gone down by 1.3 percent, mainly as

Allianz Group
Premiums written by region

a result of the relative lack of move-
ment in premiums in Germany and
other European countries and the
sharp drop in single-premium life
policies sold in the USA.

Underwriting result

The underwriting result showed a fur-
ther substantial improvement of

DM 433 million. This was mainly due
to a more favorable claims perform-
ance and the continued success of
measures to improve the quality of
business in force and increase effi-
ciency within the Group.

However, the changes in the
accounting treatment of certain costs
under the new accounting regula-
tions in force since the beginning
of 1995 had a negative impact of
DM 770 million on the underwriting
result, with the result that the ult
mate Joss of DM 685 million was
wortse than in the previous year,
Under the previous accounting
regulations there would have been
a profit of DM 85 million.

The underwriting loss on prop-
erty and casualty business went
down by DM 240 million to DM 1.6
billion. Life and health insurance,
which includes net investment in-
come, made an underwriting profit of
DM 0.9 billion — an improvement of
DM 193 million on the previous year.

~ 19493 1994 19895

DM mn % DM mn 5% Di mn %

Germany B 34945 533 37,694 570 38876 552

Rest of Europe B 15574 238 15,875 24.0 21232 30.1

North and South America 14,816 226 12,280 186 10,075 14.3

Africa, Asia 214 0.3 239 0.4 265 0.4

Total 65549 1000 66,088 1000 70,548 1000
Premiums written by business segment

1993 1994 195

DMmn %  DMmn %  DMmn Yo

Property and Casualty insurance 36160 552 3r1M2 he2 - 40386 572

Life and Health insurance 29,380 448 280676 438 30,162 428

Total 65,549 1000 66,088 1000 70,648 1000
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Allianz Group
Earnings per share
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Non-underwriting result

The result from non-underwriting ac-
tivities depends to a great extent on
investment income earned on prop-
erty and casualty insurance, which
was helped by the favorable wend on
capital markets in the year under re-
view, The fall in interest rates and the
rise in stock markets meant that the
write-downs required on holdings of
securitics were much less than in the
previous year. Net current investment
income also increased, although the
return on new investments went down
owing to the lower level of interest
rates. Together with miscellaneous
income and expenses, the non-under-
writing profit was up by DM 346 mil-
lion, or 10.2 percent, at DM 3.7 billion.

Net income

The overall pre-tax profit was DM 3
billion, up 34.4 percent on the pre-

vious year's figure. Notwithstanding
this increase, the tax charge on the
Group remained roughly the same
after taking full advantage of the tax
losses brought forward by the old
Deutsche Versicherungs-AG, which
was merged with Allianz AG Holding
in the year under review. Net incoine
therefore rose relatively strongly by
51.3 percent to DM 2 hiilion.

Earnings per share

The good financial results and the
low tax charge also had a beneficial
effect on earnings per share. Based
on the methed of calculation recom-
mended by the DVFA/GDV {German
Association of Financial Analysts/
German Insurance Association),

this was DM 87.20, an increase of
DM 30.60, or 54.1 percent, over the
previous year.

Consolidated income statement (abridged}

1993 1994 1995
DM mn1) BM min DM mn
(Gross premiums written 65549 66,088 70548
Net premiums written 56,871 56,876 61618
Benefits o clients 57,964 54 681 62,2_76
Underwriting expenses 10,481 10,606 11,791
Net investment Income 16,243 14682 16,727
Pre-tax profit 2017 2,264 3,043
Taxation 560 929 1022
Net income 1457 1,336 2.021
1) Under previous accounting reguigtions 7
Earnings per share (DVFA/GDV method)
1993 1994 1995
Net income DKM mn 1,457 1336 2,021
Minorities DM mn 494 375 507
Balance of income/expenses, extraordinary ' -
ar not refating to period under review DM mn -134 267 458
Adjusted profit DM mn 829 1228 1,973
Number of shares 19,500,000 20,800,000 22,627,480
Earnings per share DM 1250 59.05 87.20
Adjusted for capital increase
1994 and 1995 DM 39.30 56.60 87.20
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Staff

The Allianz Group employed 69,236
people worldwide in 1995, an increase
of 2,791 compared with the end of
1994. Excluding the changes in the
composition of the Group, which
accounted for an increase of 4,959,
the number of employces would have
gone down by 2,168 or 3.3 percent.
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Woemen account for
49 percent of the Allianz
Group's staff worldwide.

The main reductions in staff were at
Deutsche Versicherungs-AG and in
the Allianz Property and Casualty
Insurance Group in Germany and
Allianz” other Furopean companies as
a result of internal procedures being
reorganized and efficiency improved.

B Allianz in Germany

Property and casualty insurance

Premium income of the Allianz Prop-
erty and Casualty Insurance Group

in Germany was much the same in
1995 as in the previous year at

DM 14.1 billion. This was partly due
to the relatively weak performance of
the economy and falling real incomes
of private households, which persuad-
ed many people not to increase their
insurance cover, Increased cormpeti-
tion as a result of deregulation also
exerted downward pressure on the
general level of premium rates. Selec-
tive underwriting and a trend towards
policy cover with increased use of
deductibles, especially in commercial
and industrial business, led to signifi-
cant premium rcductions. The num-
ber of policies in force went down
by 1.7 percent to 29.2 million.

Including business from Germa-
ny’s eastern states (which is written
by Deutsche Versicherungs-AG) pre-
mium income totaled DM 17.3 bil-
lion, an increase of 0.9 percent or
DM 158 million over the previous
year's figure.

The incidence of claims eased sig-
nificantly in the year under review,
mainly because there was no major
storm of hailstorm damage and the
rate of crime against property decrea-
sed. The number of claims reported
to the Property and Casualty Insur-
ance Group in Germany fell by 6.9
percent to 3.04 million (1994: 3.26
million). Claims expenses went down,
especially in automobile insurance —
which benefited {rom the deterrent
effect of imrmobilizers on thicves —
and in the weathcr-related lines of
property insurance. As the cost of
large claims also remained marginally
below the previous year’s high level,
total bencfits payable decreased by
1.5 percent to DM 9.9 billion.

Operating and administration
costs showed hardly any increase,
thanks mainly to the reduction in
staft numbers. In relation to pre-
miums written the operating
expense ratio increased only mar-
ginally to 23.8 percent (1994: 23.5
percent).
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Deutsche Versicherungs-AG
Net result in DM millions
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1994
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Thanks to the favorable claims
situation and careful management of
claims and costs, the underwriting
result improved by DM 123 millien
to DM 52 million after transferring
DM 421 million {1994: DM 415 mil-
lion) to claims equalization reserves.

The non-underwriting result is
determined largely by investments,
the book valuc of which rose by 7.7
percent to DM 22.6 billion, The lower
level of interest rates meant that
current income from invesumnents
showed only a modest increase to
DM 1.6 billion. Since realized gains
were down on the previous year and
special depreciation was charged on
holdings of real estate in the eastern
part of Germany, net income from
investments was constant at DM 1.3
billion (1994: DM 1.3 billion). After
transferring interest credited on spe-
cial reserves to the underwriting ac-
count and including the net difference
between miscellaneous income and
expenses, the nonunderwriting re-
sult was a profit of DM 749 million
(1994: DM 812 million). Thanks to
the improvement in the underwriting
result the overall pre-tax profit rose
by DM 59 million, or 7.9 percent, to
DM 801 million.

Premiums written by Densche Ver-
sicherungs-AG rose by 4.7 percent to
DM 3.2 billion {1994: DM 3.1 billion}.
The faster growth compared with that
recorded in the western part of Ger-
many was partly due to the backlog
in demand for insurance cover still
waiting 1o be filled and the premium
adjustments in certain lines of busi-
ness to bring them into line with the
level of claims.

The ahsence of major natural disas-
ters was the main factor behind the
improvement in the claims situation
compared with the previous year.
This positive trend outweighed nega-
tive factors such as the continuing
growth in crime against property and
sericus road accidents, so that loss
and loss adjustment expenses were
down overall.

More administrative centers were
combined, resulting in further staff
cuts and a reduction of the operating
expense ratio 1o 20.5 percent (1994:
21.1 percent}. Expansion of the sales
force continued as planned.
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The good overall performance
resulted in an underwriting profit
being made for the first time (DM 46
million, compared with 2 loss of
DM 237 million in the previous year)
despite the fact that DM 305 million
was transferred to the claims equaliza-
tion reserve, much more than in the
previous year (1994: DM 197 million).

The book value of the investment
portfolio was up by 9.5 percent at
DM 4.5 billien. Net income from
investments amounted to DM 265 mil-
lion (1994: DM 211 million), an
increase of 25.6 percent over the
previous vear. Together with mis-
cellaneous income and expenscs it
produced a non-underwriting profit
totaling DM 290 million (1994:

DM 187 million).

For the first dme since its incorpor-
ation the company made 2 profit (DM
136 million, compared with a loss of
DM 51 million in 1994) which was
transferred in full to appropriated
retained earnings.

Life insurance

Allianz Lebensversicherungs-AG in-
creased its premium income by 5.8
percent {1994: 9.4 perceni)

DM 11.5 billion (1994: DM 10.9 bil-
lion}. DM 2.1 billion was taken out of
the reserve for premium refunds and
used as dividends to policyholders to
increase the sums insured.

The slowdown in growth com-
pared with the previous year was main-
ly attributable to the decrease in cut-
rent premiums for new business which
were noticeably affected by rising
unemployment and lower real inco-
mes due to the further increase in the
tax burden. In addition, the automatic
adjustments to dynamic insurance
policies ~ which are linked mainly to
the development of the maximum
contribution to the statutory pension
plan, which was unchanged in the
year under review — were minimal
compared with the previous vear. In
spite of a further increase of 14.1 per-
cent in single premiums, most of
which are for immediate annuities,
total premiums for new business of
DM 2.3 billion remained 12.4 percent
below the previous year's figure
(1994: DM 2.6 billion).



Business in force rose by 4.5 per-
cent to 4 total sum insured of
DM 276 billion {1994: DM 265 bil-
lion), a slightly slower rate of growth
than in the previous year. This was
due baoth to the lower level of new
business and to a cyclically induced
increase in the lapse ratio (which
was still well below the market aver-
age). Toial policyholders’ benefits
went up by 10 percent to DM 17.4
billion (1994- DM 15.8 hillion), com-
prising DM 8.1 billion (1994: DM 7.9
billion) paid out to policyholders for
maturity and death benefits, annuities
and surrenders, and DM 9.4 billion
{1994: DM 7.9 hillion) for the in-
crease in future benefits under ex-
isting policies.

The book value of investments
rose by 8.8 percent in the year under
review to DM 109.6 billion (1994:
DM 100.7 billion). Thanks mainly
to 4 decrease in write-downs, net
income from investments went up
by 10.3 percent to DM 7.9 billion
(1994: DM 7.1 hillion} so that the
net return, in spite of the reduced
vicld on new investments, showed
a marginal increase to 7.5 percent
{1994 7.4 percent).

Reserves for current annuities were
adjusted to the increase in life expec-
tancy by a one-time transfer of
DM 256 miliion. The overall surplus
tose by 4.3 percent to DM 4 billion,
96 percent of which (DM 3.9 billion)
was reserved for future policvholder
benefits. Net income for the year in-

creased to DM 158 million (1994
DM 140 million).

The company’s capital was in-
creased by DM 40 million to DM 280
million in the year under review by
cash contributions from sharcholders
and capitalization of reserves.

New business acquired by Deut-
sche Lebensversicherungs-AG — which
writes life insurance business in Ger-
many's eastern states and whose capi-
tal stock was acquired by Allianz Life
at the beginning of 1995 — also slowed
down with the result that premium
income went up by only 3 percent to
DM 1.3 billion. An additional DM 172
million (1994: DM 158 million) was
taken out of the reserve for premium
refunds,

Midterm cancellations and expira-
tions of original policies taken over
continued to decrease. This had a
hencficizl effect both on the lapse ratio
{which, at 4.8 percent, was below the
market average) and on the total sum
insured under policies in force, which
increased by 7 percent to DM 28.4
billion (1994: DM 26.5 billion),

The book value of investments
increased by 10 percent to DM 7.8
hillion (1994: DM 7.1 billion) and the
net return of 7.6 percent was still well
above the market average. The over-
all surplus of DM 284 million, how-
ever, remained below the previous
vear’s figure of DM 361 million be-
cause of the exceptional charge for
the adjusiment to the reserve for
annuity coniracts.
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DKY Deutsche
Krankenversicherung AG
Reserves, DM in billions

1993 1994 1995
Reserve for experience rated

premiurm refunds

Al

Aggregate reserve

Net income for the year was DM 14
million after making a transfer to the
reserve for policyholders’ benefits,

Health insurance

DRV Deutsche Krankenversichertng
AG increased premium income by
9.2 percent to a total of DM 5.2 hil-
ion, including DM 330 million trans-
ferred from the reserve for premium
refunds. This strong growth was main-
ly attributable to premiums for the
compulsory longterm nursing care in-
surance introduced at the beginning
of the year, while premium growth
in health insurance slowed down
owing to the more modest premium
adjustments required and a slight de-
crease in new business.

Benefits paid rose 7.4 percent to
DM 3 billion, proportionately less than
the increase in premiums. In this con-
nection it has to be remembered, how-
evcr, that claims for benefits under
compulsary long-term care insurance
could only be made from April 1995
onwards. Claims expenses also bene-
fited from adjustments to the fees of
medical practitioners being postponed
once again and claim statements for
benefits-still being subjected to inten-
sive examination.

In spite of the extra staff which
had to be recruited for the new long-
term care insurance, the increase in
costs was kept down below the rate
of premium growth by efficient cost
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control, so the expense ratic went
down once again.

The book value of investments
rose by 13.2 percent to DM 13.3 hil-
lion (1994: DM 11.7 billion). Net in-
come from investments improved by
9.1 percent to DM 840 million.

Large amounts of earned income
were transferred directly to the aggre-
gate reserve in 1995 for the first time,
in accordance with the new statutory
regulations, in order to stabilize pre-
miums in the long term. Most of the
remaining gross profit of DM 6356
million was transferred, as before, to
the reserve for experience rated pre-
mium refunds. The funds in this re-
serve are used for cash payments on
claim-free policies and to reduce the
premiums of older policyholders he-
yond the statutory minimum. Net
income for the year amounted to
DM 80 million (1994: DM 84
million).



& Allianz in
the rest of Eurcpe

The premium income generated by
European group companies outside
Germany came to around DM 21
hillion. The increase of almost 40
percent in local currencies is mainly
attributable to the inclusion of the
Swiss ELVIA group, Lloyd Adriatico
in Italy, and NVS Salland in the
Netherlands, which were consolida-
ted for the first time with premium
revenue of neatly DM 5.4 billion
between them.

The earnings situation improved
owing to the success of the earnings-
driven underwriting policy and a more
moderate frequency of claims. The
companies also benefited from the
good performance of capital markets.

In France the companies in the
Allianz Via group recorded premium
income equivalent to DM 3 billion.
Growth of 3.9 percent was achieved
despite persevering with a restrictive
underwriting policy, however the
growth was cntirely due to the inclu-
sion of the former branch office of
EIVIA, Earnings were substantially
improved by pressing ahead with the
restructuring program and successful
integration of marketing and admini-
strative procedures and computer sys-
temns. The operating units succeeded
in breaking even for the first time
overall despite one-time charges of
DM 61 million to comply with the
new accounting regulations in France,
Consolidated carnings of the Allianz
Group in France still showed a loss
after writing down goodwill in con-
nection with the acquisition of cer-
tain affiliates, hut the loss of DM 97
million was half the previous year's
figure.

The Cornhill Group in Great
Britain again held its own in 1995, in
difficult market conditions plagued
by increasing price competition. Rev-
enue from property and casualty in-
surance was restricted by a new round
of premium rate cuts, especially in
automobile and household effects in-
surance, and by withdrawing from the
relatively unprofitable hull insurance

business. In spite of further expan-
sion in commercial and industrial
business, therefore, growth of only
1.6 percent was recorded, to DM 2.2
billion. Total premium income was
around DM 2.4 billion (1994: DM 2.8
billion).

The earnings situation was helped
especially by the weather-related de-
creasc in claims, further improvement
in internal procedures, and stream-
lining the company’s structure. To-
gether with a slight improvement in
investment income, the profit for the
year was increased by 8.6 percent in
local currency to DM 103 million
after translation,

In ftaly, following the acquisition
of Lloyd Adriatico, the premium
income of Allianz companies rose by
34.6 percent to well over DM 7.4
billion after translation. DM 5.5 bil-
lion of this came from property and
castralty insurance and almost DM 2
billion from life insurance, an increas-
ing volume of the latter being sold
through banks.

RAS S.p.A. saw premium income
fall by 5 percent to DM 3.8 billion
after withdrawing from less profitable
lines of insurance such as oil and gas
business. The good progress recorded
at the earnings level in the previous
year continued, helped considerably
by the liberalization and more marked
differentiation of automobile rates,
Earnings were also improved by lower
write-downs on securities owing to

Allianz Group

Allianz Group

Premiums written in Europe
(excluding Germany)

Y% of group revenue

Premiums written in European markets (excluding Germany)

1995 1985

DM mn ) % of total

group revenue

haly - - 7448 B 106
Switzetland 3,264 B 4.6
France - ' 3,014 4.3
Great Britin 2,540 36
Austria 2,096 3.0
Spain 1,413 2.0
Hungary 429 0.8
Netherlands 377 0.5
Fortugal 214 B 0.3
Other European countries 429 0.6
Total Furope 21,232 301
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Atlianz further strengthened
its position in Haly's private
insurange sector with the
acquisition of Lleyd Adria-
fico, based in Trieste. Lioyd
Adviatico, fraditionally
strong in avtomobile insur-
ance, has restructed its
product offerings 0 provide
customers with a Tull range
of insurance coverage.

the strong performance of capital mar-
kets. Net income increased by almost
60 percent to DM 288 million.

Lloyd Adriatico, included in the
consolidated financial statements in
1995 for the first time, recorded pre-
mium income of DM 2 hillion. The
company’s main business is in auto-
mobile insurance, where it managed
te increase its market share from 5.6
percent to 5.8 percent in 1995, put
ting it in sixth place in Ttaly’s automo-
bile market. This success is based most
of all on innovative products, such as
a premium structure for automobile
liahility insurance where the customer
retains part of the risk himsclf. Ear-
nings had to bear a charge of DM 31
million for restructuring the Spanish
subsidiary which in 1996 is being
taken into the Allianz Group in Spain.
Net income amourited to DM 29
million,

Allianz Pace was merged with
Unione Subalpina in the vear under
review to form Allianz Subalpina,
based in Turin. After RAS and Llovd
Adriatico, this is now the Group’s
third largest unit in the Ttalian market,
with a sales network of 700 agencies
and premium income of DM 917 mil-
lion. Earnings showed a 20 percent
increase to DM 23 million.

Allianz also improved its market
peneiration in the Netherlands, the
fifth largest insurance market in Eu-
rope. For one thing the Swiss EIVIA
group has a presence there, while
DKV has also acquired NVS Salland,
which writes primarily health insur
ance business. Thanks to these acqui-
sitions the Allianz Group in the Neth-
erlands now writes all Yines of insur-
ance business. Barnings of DM 21.4
million were recorded on premium
income of DM 377 million.

The Allianz Group in Austric re-
corded an overall increase in premi-
um income of 2.6 percent in local
currency to DM 2.1 billion after trans-
lation. Most of the growth came from
higher premium income in life insur-
ance, which rose by 6 percent, inctud-
ing a particularly strong increase in
single-premium policies. Portfolio
pruning and a restrictive underwriting
policy kept premium growth in prop-
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erty and casualty insurance down to
1.6 percent. At the same time, how-
ever, the Group’s market prospects
for future growth in property and
casualty business were enhanced by
the introduction of 2 new individual-
ized premium rate structure for auto-
mobile liability insurance and by in-
dustrial business being restructured to
respond to the specific requirements
of different groups of customers. De-
spite the stable cost sitwation and the
benefits of synergy coming through,
the underwriting result did not show
any dramatic improvement because
claims expenses returned to the level
of earlier years after the particularly
good performance of the previous
year. Thanks to the improvement in
net investment income, which also
benefited from the reduced level of
write-downs, the Austrian companies
showed a net profit of DM 64 mil-
lion, up 7.5 percent.

In Sewitzerland, following the ac-
quisition of the ELVIA group, Allianz
is the fifth largest insurance group in
the country. With premium income
of DM 3.3 billion it is the largest for-
eign insurance company. DM 2.9 bil-
lion came from the domestic busi-
ness of the EIVIA group, which was
consolidated for the first time and
which, through subsidiaries and
branch offices, also writes all lines of
life, property and casualty business,
including travel insurance, in other
European countries.




The competitive strength and ear-
nings patential of group companies
in Switzerland have been enhanced
by structural changes on the sales side
(now largely complete), the develop-
ment of new products, the conver-
gence of computer systems now be-
ing implemented, and the increased
integration of various foreign subsid-
faries into the Allianz Group. Co-
operation arrangements have been
agreed between ELVIA's travel insut-
ance operation and various Allianz
companics in Burope. The full syner-
gy benefits, however, had not yet fed
through to earnings in the period un-
der review. Total net income earned
by Allianz companies in Switzerland
amounted to DM 69 million.

Discussions about further forms of
cooperation with the Berner insur-
ance group, in which Allianz increased
its sharcholding to 44 percent by the
end of 1993, were contitued on the
basis of the cooperation agreement
between the two.

Premium income of the Allianz
Group in Spain was twice the pre-
vious year's figure at DM 1.4 hillion.
The increase was primarily due to re-
ceipt of a single premium of DM 568
million for taking over the pension
commitments of Banco Popular.
Premiums written by the subsidiary
of Llovd Adriatico amounting to
DM 123 million were also included for
the first time. Increased competition
in property and casualty insurance,
especially automobile and industrial
business, resulted in slower overall
growth in premium income than in
previous years, to DM 717 million.
Life insurance — excluding the Banco
Popular transaction — generated
premivm growth of 37 percent 1o
DM 128 million. Despite a statuztory
transfer to unearned premium re-
serves, the underwriting result im-
proved as a result of careful manage-
ment of costs. Since investment in-
come also showed an increase at the
same time, the net profit rose by 24
percent to DM 24 million afier trans-
lation.

It Portugeai, Portugal Previdente
boosted premium income by 5.8 per-
cent to DM 214 million, including

DM 50 million from life insurance.
Net income increased to DM 4.5 mil-
lion, helped in particular by an im-
provement in investment income. A
sales agreement was signed with the
BPI/Fonsecas y Burnay banking
group in order to benefit even more
from the dynamic performance of life
insurance business.

The group company in Hungary,
Hungaria Biztosito, further strength-
ened its leading position in the market
for property and casualty insurance
with premium growth of 13 percent
to the equivalent of DM 429 million.
In DM terms, however, there was a
decline of 14 percent owing to ex-
change rate factors. The underwriting
result was adverscly affected by the
government-controlled adjustment to
automobile liability premium rates
being too low, by the large increase
in claims as a result of inflation, and
by the rising number of automohile
thefts. That net income of DM 39 mil-
lion was better than the previous
year's profit figure was largely due to
the improvement in the cost situation
as a result of strreamlining internal
procedures and the increasing use of
computers, as well as a substantial
increase in investment income.
Hungiria intends to share in the ra-
pid expansion of the lifc insurancc
market by establishing a sales force
of its own.

Allianz has operations in Belgium,
Denmark, Greece, Luxembourg, Nor-
way, Sweden, Russia, and the Slovak
and Czech Republics, which together
made a profit overall and generated
premium income of DM 429 million
after translation. Allianz also has two
affiliates in Turkey.

33

GmbH und die TOV Stidwest
Y America Inc. und die TV
aysigj fithren, die den Ver-
keordinieren. Sie hat dannin _
dber 50 Niederlassungen

fitr die TUV-Siidwest-Grupp
Umrweltpritfungen .ein K
jahr" war, erklirte Dittinger,
Profit-Organisation einen
10 Millionen DM gemacht.

Allianz ist Marktfiihrer in Ungamn

st (Eigener Bericht) ~ Nach
\ichen Durststrecke mit Ver-
Ungarn-Investition der Alli-
«cher, nunmety gewinnbrin-
ngaria Birtosito Rf, Bude-
te Versicherungsgeseflschatt
arktanteil 34,7 Prozent, Bi-
8,7 Millizrden Forint), deren
3 Prozent der Allianz AG
nte 1945 einen Gewinn von
a Forint verzeichnen {1 DM .

- }oungd isi, wie der Allians-

ssitzende Henning Schirlte-
er Pressekonferenz am Don-
judapest feststellte, im Be-
aarzen Zahlen gelandet. .

en Zehlen Anfang der S0er
:or allens die Kraftfatirzeug-
:n yerantwertlich. Nachdemn

- Heil der Kaskopolicen durch

aft einseitig gekiindigt und
bei der Haftpflichiversiche-
T =7 tendie Verluste

" vhanden
- T

scheint die Versicherung
auch heute nicht zufrieden -
‘weitere. Erhéhung” bedarf a
stimmung der, Regierung,
. Die Allianz hat si¢h no
-politischen  Systemwechsel
1890 in die Hungariz einge
dem dié damalige Kegierung
Geschaft gebilligf hat, I
Minchner Unternehmen |
DM ftlr 4¢ Prozent der Al
Zwischenzeit ‘Tt die Bete
durch Kapitalerhéhung, teil
tienkauf anf-90 Prozent ge
| standsmitglied Delev Bremk
‘Budapest, Allian gei am Ka
“chen Akbienpakets, welches
sitz .der ungarischen Stasts
‘wzu elnem vernlinfiigen P1
stert. Hungaria: Biztosito wol
Zukunft neben den jetzi dc
Sachyersicherungen anf die
cherungen konzentrieren un
ser einés Konsortiums in

it der’” Konzernzentrale :
" it .—nngﬂesm



Allianz Group
Premiums written in North
and South America

% of group revenue

Alifanz is represented in
the USA by the property
and casualty companies
Fireman’s Fund, Allianz
Insurance Gompany and
Jefferson Insurance
Company of New York as
well as by Allianz Life
insurance Company of
Morth America.

W Allianz in
North and South America

Premiums written by Allianz compa-
nies in North and South America went
down by 18 percent to just over

DM 10 billion as a result of the con-
tinued fall i variable annuities busi-
ness, as expected, and the loss of
revenue on translation into DM.

In the United States Allianz’ prop-
erty insurance companies increased
their premium income in local curren-
¢y by an above-average 8.6 percent
to DM 6.1 billion after translation,
DM 5.4 billion of that was written by
Fireman's Fund, boosting its revenue
by 9.6 percent. The announcement in
the first half of 1995 that the compa-
nv’'s reserves for environmental losses
were to be strengthened by a further
US$ 800 million enhanced Allianz’
good reputation in the United States,
increasing its competitiveness and
business volume., The carnings poten-
tial and long-term value of the com-
pany were also improved by cond-
nuing to focus its business on profit-
able niche markets with potential.

Owing o the transfer to reserves
{which does not affect consolidated
earnings), and another spate of catas-
rrophe losses from Hurricane Opal,
the company made a loss of DM 402
million after translation (compared
with a profit of DM 187 million in
the previous year) despite a relatvely
modest increase in costs.
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The two industrial insurers, Allianz
Insurance Company and Allianz Un-
derwriters Insurance Company, suc-
ceeded in increasing premium in-
come by 7.7 percent to DM 599 mil-
licn by expanding the range of their
international insurance products. On
the same loss ratio as before they
made a profit (boosted in particular
by realized gains) of DM 35 million,
almost three times the previous vear's
figure.

In the U.S. life insurance market
single-premium variable annuities
continued to fall out of favor. Allianz
Life was unable to fill the gap which
this left, not even by broadening its
range of products and stepping up co-
operation with Life USA, a company
which has one of the largest salcs
networks in the United States. Prem-
lum income accordingly went down
by 34 percent in local currency to
DM 3.5 hillion after transtation. Thanks
to income generated from the large
portfolio built up in previcus years,
however, net income improved by
more than 50 percent in local curren-
¢y to DM 125 million after translation.,

The Allianz Group in Candda,
where the market was recovering,
generated premium income of DM
306 million after translation, equiv-
alent to growth of 4 good 7 percent
in local currency terms. The success
of the measures initiated in the pre-
vious year to eliminate unprofitable
business and streamline the cost
structure meant that, after breaking




even in the previous year, the Group
now made a profit of DM 9 million
after translation.

Allianz México, the new group sub-
sidiary which changed its name after
the former affiliate Aseguradora Cuauh-
témoc was taken over by Allianz of
America, generated premium growth
of 7.6 percent despite unprofitable
business being eliminated from the
automohile insurance portfolio. Owing
to the weak exchange rate of the
Mexican peso, which fell by 40 per-
cent in value compared with the
previous year, premiums written
dropped to DM 53 million after trans-
lation. Earnings after tax amounted
to DM 2.3 million.

Allianz group companies in Latin
America generated premium income
of DM 162 million.

In Chile the earnings of Allianz
companies from property and life
insurance remained below the pre-
vious vear’s level at DM 1.1 million,
on premiwm income totaling DM 111
million. Fierce competition and fal-
ling rates reduced the level of reve-
nue from property insurance. Allianz
RAS in Argentina, on the other hand,
managed a significant improvement
in earnings to DM 3.3 million, despite
falling revenue, by dint of vigorous
remedial action and caretul selection
of risk.

Our affiliate in Verezuela, Adrii-
tica de Seguros C.A., increased premi-
um income by 40 percent in real terms
to DM 71 million after translation, in
spite of difficult conditions with infla-
ton running at 90 percent. Ar the
same time net income was substanti-
ally increased to DM 12.1 million.

Allianz Bradesco, our affiliatc in
Brazil, had premium income of
DM 240 million after translation,
with a growth rate just above the
inflation rate of 20 percent. Earnings
were again improved o DM 21.5
million.

B Allianz in Africa,
Asia and Australia

In the countries of Africa and Asia
Allianz recorded total premium in-
come of DM 265 million (1994
DM 239 million) after translation. In
some cases, as in the previous year,
double-digit growth ratcs were re-
corded again in local currency. The
earnings situation was satisfactory
overall.

Premium income in South Africa
went up by 33 percent to DM 127
million after translation. Large indus-
triaf claims and the continued high
rate of crime against property meant
that earnings were again cnly around
the break-even level.

Allianz Cornhill in Hong Kong
benefited trom the performance of
the Chinese economy and performed
well as an industrial insurer in a fierce-
ly competitive market. Its premium
income went up by 7 percent o
DM 32 million after translation. Earn-
ings improved to DM 1.6 million as a
result of careful risk selection and the
absence of major claims.

The successful record of Allianz
Utama Indonesia in fdonesia is close-
ly linked to the high level of capital
spending on infrastructure projects in
that growth market for which, as one
of the leading industrial insurers in
the country, the company is a major
carricr of insurance. Premium income
was down by 20 percent at DM 30
million after translation owing to the
elimination of unprofitable business
from the fire and engineering insur-
ance portfolios. Coupled with a favor
ahle claims record, however, these
measures produced a substantial in-
crease in profit to DM 2.4 million. At
the beginning of 1996, Allianz took a
majority interest in the life insurer
group, in order to gain access to per-
sonal lines of business in Indonesia.

Premiums written by Allianz Fire
and Marine Insurance in fapan a-
mounted to DM 43 million, 14.4 per-
cent more in local currency than in

Allianz Cornhill Insurance
(Far East) Lid. of Hong
Kong is a well known in-
surer of infrastructure
projects. The company is
the lead insurer for the
construction of Hong
Kong’s new airport.



&llianz is well positioned
to take part in the above-
average growth in the Asia-
Pacific region. Allianz Asia-
Pacific, headguariered in
Singapore, coordinates

the operating business of
ali group companies and
representative offices in
this prospering region.

the previous yvear. Most of this was in-
ternational business for industrial risks,
especially in the densely populated
and heavily industrialized region a-
round Tokyo. In spite of the persistent
absence of growth in the Japanese
economy, the move inte personal
lines of insurance three years ago has
started to show positive signs of
growth for the first time. Allianz
Japan did not have to meet any par-
ticulatly large volume of claims in
connection with the earthquake in
Kobe. Owing to necessary financing
for the building up of the personal
insurance business the company
made a loss of DM 2.8 million.

In Singapore Allianz Insurance
Singapore - likewise specializing
mainly in industrial business — in-
creased premium income by 144 per-
cent to the equivalent of DM 33 mil-
lion. Approximately 60 percent of
this was written in neighboring re-
gions outside Singapore. The excep-
tional increase in revenue was prima-
rily attributable to the acquisition of
addidonal know-how in the areas of
underwriting, risk provision, and the
handling of claims, but also to in-
creased underwriting capacity. To-
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gether with a favorable claims experi-
ence this resulted in a further im-
provement in net income, despite low-
er interest rates, 1o DM 1.3 million.

The Navakij Insurance Company
in Thailand, in which Allianz has a
10 percent interest, matched the good
result of the previous year, recording
premivm growth above the market
average.

In Ching Allianz has had repre-
sentative offices in Beijing, Shanghai
and Guangzhou since 1994, Tts en-
deavors to obtain an operating license
were reinforced by Allianz seminars
being held for future business part-
ners and the supervisory authorities
on management and specialist topics
in the fields of marketing, finance
and reinsurance.

In Vietnam Allianz and Manufac-
turers’ Mutual Insurance (MMI) of
Australia have agreed to form a joint
venture with the state-run Vietcom-
Bank, the government-controlled
reinsurer Vietnam-Re, and the Viet-
nam Private Bank, and have opencd a
representative office in Hanoi. An
application for an opcrating license
has been submitted.

At the end of 1995, as part of its
Asia-Pacific strategy, Allianz took a
14.5 percent interest in the MMI In-
surance Group in Svdney, its business
partner in Australia for many years.
With premium income of around
DM 1.2 billion this company is one
of the ten largest property and casual-
ty insurers in the country. The link
with MMI is also to be used to devel-
op markets in other Asian countrics,



B nvesiments

The total book value of investments
held by the Allianz Group went up
by DM 32,1 billion, or 14.9 percent,
in 1995 to DM 247.4 billion, com-
pared with DM 215.3 billion at the
end of 1994, Total net income from
investments rose 13.9 percent to
DM 16.7 hillion (1994: DM 14.7 bil-
lion). The net return, calculated on
the basis of the average investment
portfolio during the year, was 7.2 per-
cent (1994: 7.1 percent).

Including investments held on
behalf of variable annuity policvhold-
ers and third parties, the total funds
under management by Allianz in-
creased to DM 282.0 billion (1994:
DM 247.8 hillion).

Financial markets

Interest rates in German capital mar-
kets tell sharply in 1995. The current
yield on honds dropped from 7.6 per-
cent to 5.5 percent. The Bundesbank
lowered the discount rate from 4.5 per-
cent to 3.0 percent. At the same time
the money market rate for 3-month
money (FIBOR) went down from 5.3
percent to 3.8 percent. Yields in the
most important foreign bond markets
came down as well.

On the German equity market the
DAX index went up from 2,107 w0
2,254, a risc of 7.0 percent. Equity

Allianz Group
Investments under management

markers in Japan, Iraly and France
recorded losses, while those in the
United States, Switzerland and Great
Britain made significant gains.

In currency markets the US dollar
was quoted at DM 1.43 at year’s end,
7.4 percent down on the rate
of DM 1.55 at the beginning of the
year. The pound sterling also went
down by 8.5 percent, from DM 2.42
to DM 2.21. The devaluation of the
ltalian lira came to a halt in March
1995; but over the year as a whole it
was still down 5.2 percent. The Swiss
franc, on the other hand, climbed
from DM 1.18 to DM L25 (up 5.4
percent).

Portfolio structure

New investment was channeled espe-
cially into fixed income securities and
equity stocks. The increase in invest-
ments also includes those of the new
group companics, EEVIA and Lloyd
Adriatico, for the first time,

German companies now account
for 64.1 percent (1994: 68.3 percent)
of the toral investment portfolic. This
proportion is much higher than the
proportion of premiums written in
Germany (55.2 percent, compared to
57.0 percent in 1994) because the
Group's life and health insurance
business, which entails a high invest-
ment content, is more important in
Germany than abroad. Although the
proportion of investments held by

1994 1695
. DM mn Y% CMmn %
Real estate 14841 B0 17,484 6.2
tong-term and other eciﬁ_ity -inveé-trﬁénts,
investment fund units 37,062 150 45,725 16.2
Bearer bonds and ofner fixed incoms securiles 59,331 239 77,624 275
Registered bonds and debentures, mortgaéés, o "
deposits retained by others and
other interegst eaming investments 104,083 420 166,_55;1 378
In\(e;:_tmqnts_h_eTci for 7
variable annuity pelicyholders 13,984 586 15,095 5.4
Investments in the _' _'
consolidated halance sheet 228,281 925 262,469 931
Additional invéstmen_t__s held for third parties 18,562 75 19,547 6.9

Total investments under management

247,843 100.0 282,016 1000
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Investments hald for variable annuity
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Real estate



in Berlin's Treplow district,
Allianz is building a new
office compiley (illustrated
below). Beginning in 1958
business in the states of
Mecklenburg-Western
Pomerania, Saxony-Achalt,
Brandenburg and Berlin
will be managed from
these new offices. Also
part of Allianz’ real estaie
hioldings is the barogue
town house on Dresden’s
Palace Sguare {above),
which has been restored
and converted for use as
an office building.

foreign companies has increased with
the companies included for the first
time, after translation the increase
was relatively modest owing to the
substantial rise in the exchange rate
value of the DM.

Investments held by the property
and casualty insurance companies
worldwide amounted to DM 91.4 hil-
lion (1994: DM 77.9 billion) and
those held by the life and health com-
panies to DM 156.0 billion (1994: DM
137.4 hillion), to which have to be
added the investments held separate-
ly for variable annuity policyholders
amounting to I3M 15.1 hillion (1994:
DM 14.0 billion).

Real estate

Under new accounting regulations
investments have 1o be subdivided
under four main headings, the first
of which s real estate. The book
value of real estate holdings rose by
DM 2.7 billion to DM 17.5 billion
(1994: DM 14.8 billion). Allianz is
currently investing in threc major con-
struction projects in Berlin/Treptow,
in Unterfohring near Munich and at
its head office in Munich in order to
provide efficient and cost-effective ac-
commodation for the regional offices
in Berlin and Bavaria and for the head
office in Munich. Capital expenditure
totaling DM 1.8 billion is budgeted
for this, DM 0.5 billion of which had
already been spent by the end of
1995.

Unconsolidated subsidiaries
and affiliates

The second investment heading com-
prises investments in unconsolidated
subsidiaries and affiliates, totaling
DM 4.7 billion (1994: DM 4.9 hillion)
in the consolidated balance sheet,
This heading comprises only invest-
ments in and loans to companies in
which the Group has a significant in-
terest but which are not consolidated.
The most important consolidation
procedures are cutlined in the Man-
agernent Report of Allianz AG on
page 84. Longterm holdings of in-
dustrial stocks are not shown under
this heading but as equity invest
ments.
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Other investments

Other investments — the third main
investment heading — are carried at
DM 220.1 billion (1994: DM 190.6
billion). The main items under this
heading are equity investments of
DM 41.0 hillion (1994: DM 32.1
billion), fixed income securities
DM 77.6 billion (1994: DM 59.3 billi-
on), mortgages DM 18.5 hillion
(1994: DM 15.7 hillion), and other
loans such as registered bonds and
debentures at DM 80.3 hillion
(1994: DM 78.7 billion).

Equity investrients also include
long-term holdings of industrial
stocks. All the companies in which
Allianz had a long-term holding of at
least 5.0 percent at the end of 1995
are listed on page 58. The quoted
market value of such holdings was
DM 22.3 billion.

Funds held by others
under reinsurance contracts

A reinsurer shows interestbearing
deposits retained by others under this
heading when it assumes business
from a direct insurer, although the
corresponding investments to cover
the relevant insurance reserves remain
with the direct insurer, Such funds
held by others for Allianz increased
to DM 5.1 billion in 1995 {1994.

DM 4.9 billion).

Investments
held for third parties

DM 15.1 billion {1994: DM 14.0 bil-
lion) was held in separate asset ac-
counts for variable annuity policy-
holders. The assets concerned are
shown under a separate heading in
the balance sheet.

Allianz also had DM 19.5 billion
(1994: DM 18.6 billion) invested on
behalf of third parties, mainly for the
helders of munzal fund units in Traly
and Germany and for the pension
fund Allianz-Versorgungskasse VvaG
{which is not included in the consol-
idated financial statcments). Allianz
therefore had a total of DM 282.0
billion (1994: DM 247.8 billion)
under management at the balance
sheet date.



Innovative financial
instruments

Allianz companies make use of finan-
cial derivatives such as options and
futures, primarily for the manage-
ment of risk in local portfolios. Such
instruments are not used 1o any great
extent. The risks associated with
innovative financial instruments are
controlled and limited by detailed
internal monitoring systems. Local
monitoring is supplemented by a sys-
tem of continuous financial conirol
throughout the Group.

The principal amount of all op-
tions, forward transactions and simi-
lar instruments open at the balance
sheet date was DM 0.8 billion, or 0.3
petcent of the Group’s balance sheet
total. These transactions had no ma-
terial effect on the income statement
nor on the Group’s exposure to risk.

Net investment result

Investment income and expenses
are shown separately for life and
health insurance and for property
and casualty insurance in the Notes
to the Consolidated Financial
Statements. Changes in the valuation
of investments held for variable
annuity business written have no
effect on earnings. Such changes are
adjusted directly against policyhal-
dets’ funds by means of a correspon-
ding adjustment to the aggregate
reserve,

Current income from investments
amounted to DM 17.5 billion in the
vear under review (1994: DM 16.4
billion). The increase of 7.0 percent
was less than the rate of growth in
the book value of the investment
portfolio because of the fall in inter-
est rates worldwide.

Realized investment gains and
profitpooling agreements generated
income of DM 1.9 billion (1994
DM 1.6 billion). DM 261 million of
the total came from investments in
subsidiaries and affiliates, DM 205
million from real estate, and
DM 1,450 million from securities
and other interests.

Realized investment losses and
losses assumed under profit and foss
transfer agreements amounted to

DM 232 million (1994: DM 333
million).

Write-downs at the balance sheet
date fell sharply to DM 1.3 billion
{1994: DM 2.0 billion) owing to the
favorable conditions in financial mar-
kets. Write-downs on securities
amounted to DM 643 million, on real
estate DM 641 million, and on invest
ments in subsidiaries and affiliates
DM 45 million.

Other investment expenses
amounted to DM 1.2 billion (1994:
DM 1.0 billion), comprising a net
transfer of DM 33 million to special
untaxed reserves, invesiment manage-
ment expenses of DM 776 million
and - under the new accounting
regulations — interest charges of
DM 358 million.

Total net income from investments
came to DM 16.7 billion (1994
DM 14.7 billion), comprising DM 11.7
billion (1994: DM 10,1 hillion) from
life and health insurance business
and DM 5.0 billion (1994: DM 4.6
billion} from property and casualty
insurance.
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B Looking Ahead

Allianz is forecasting another substan-
tial improvement in earnings this year.
Earnings before tax are expected to
show double-digit growth, although
not quite as high as in 1995.

Premium growth in traditional
markets is again relarively modest in
1996, In Western Europe, in particu-
lar, neither the economic climate nor
customer demand are generating much
in the way of growth. On the basis of
constant exchange rates, therefore,
1996 can again be cxpected to show
slow growth in premium income
overall.

The improvement in earnings
predicted at the time of writing
will therefore come primarily from
the success of the measures now
being taken to increase income and
efficiency. As long as there are no
unexpected events like major natural
catastrophes or disaster claims during
the rest of the year, the underwriting
loss will be substantially reduced. On
the other hand investment income
has been benefiting up to now from
favorable conditions in capital mar-
kets, which have also been used to
increase realized gains. The possibili-
ty of interest rates rising again cannot
be excluded, in which case heavier
write-downs would have to be made.

Now that the tax losses brought
forward from the old Deutsche Versi-
cherungs AG have been used up in
1995 the tax charge on the Group
will show a significant increasc this
year, so the improvement in net
income will be icss than in earnings
before tax.

In Germany the scope for finan-
cial mancuver on the part of custo-
mers wanting to insure against risk
and provide for their future remains
as limited in 1996 as it was in the
previous year. The main limiting fac-
tors are the increase in annuity premi-
ums and implementation of the sec-
ond stage of compulsory long-term
nursing care insurance, at the same
time as continued imposition of the
solidarity surcharge on income tax.
Premium growth will also be affected
by Allianz’ new rates for industrial
fire insurance.
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Following initial consultations
with German and European anti-trust
authorities, Allianz is confident that it
will be able 1o acquire the Vereinte
Group. This solution, which promi-
ses Allianz substantial earnings potern-
tial in the medium term, was prefcra-
ble to a sale of Vereinte.

Anti-trust authoritics previously
objected to Allianz’ takeover of the
Vercinte Group because, together
with Allianz’ DKV subsidiary, it would
give Allianz market dominance in
private health insurance. As part of
an equity swap agreed with Miinche-
ner Riickversicherungs-Gesellschaft
(Munich Re), Allianz AG will transfer
its 51 percent stake in DKV to Mu-
nich Re, thus adequately responding
to the anti-trust authorities” objection
to the Vereinte acquisition. Int return,
Allianz will acquire a 25.7 percent
stake in Vereinte Krankenversiche-
rung AG held by Munich Re as well
as that company's 50.3 percent stake
in Hermes Kreditversicherungs-AG.
Hermes, in which Allianz will now
have a total 75.3 percent stake, is one
of Europe’s leading credit insurers
and thus an important strategic
addition to Allianz” German and
international industrial insurance
business.

Cyclical conditions and competi-
tive pressures in the other markets of
the European Union will also restrict
premium growth. Thanks to a careful
policy of risk selection, however, ear-
nings are expected to show further im-
provement. Cooperation agreements
with bank partners are also expected
to stimulate extra growth, not only in
the ficld of life insurance but increas-
ingly in property and casualty insur-
ance a5 well.

Just such a stimulus is cxpected in
France from the cooperation arrange-
ment with Crédit Lyonnais, a major
French bank which has agreed to sell
non-life insurance products through
its branch network. Assurance Fede-
rale, a joint insurance subsidiary in
which Allianz has a 95 pcrcent share-
helding, has been set up for this
purposc,

In Switzerland the ELVIA group
and Allianz Switzerland have com-
bined their head office operations
for some arcas of business, although



both companies will retain their
separate identities in the marketplace.

In Portugal A Social, the insurance
subsidiary of the banking group
BPIL/Fonsecas y Burnay, is being
merged with the Allianz group com-
pany Portugal Previdente as part of
the agreed cooperation arrangement,
taking the latter up into fifth place in
the Portuguese market.

The propetry and casualty insur-
ance market in the United States will
also be plagued by low premium
growth and undiminished fierce com-
petition in 1996, The good financial
reputation of Allianz companies, how-
ever, will continue to have a benefi-
cial effect on premium sales. In the
U.8. life insurance market Allianz Life
cxpects sales of variable annuities -
its main product - to recover from
the level recorded in 1995,

This year Allianz in Mexico is
starting to sell insurance products
through the BanCrecer banking
group which, with 800 offices, has
the second largest branch network in
the country. Life insurance products
will be sold through a new joint
venture company.

In Brazif Allianz will increase its
shareholding in Allianz Bradesco
from 30.8 percent to 48.95 percent
s0 that it has the same shareholding
as the Bradesco group.

Expansion of the Group's activities
in the emerging markets of Asia is to
be underpinned and given added mo-
mentum by a new management struc-
ture. A new management unit, Allianz
Asia Pacific, was sct up in Singapore
at the beginning of this year to coor-
dinate all the Group’s activities in the
Asia-Pacific region. Priority is being
given to expanding the services pro-
vided by Allianz in the ficlds of rein-
surance, tisk consulting and risk
management. In Hong Kong a ncw
company, Allianz Asset Management
Limited, has also been set up to con-
trol the investment activities of all units
in the Asian region. Investment funds
of Buropean and American group com-
panies are also under management
there in order to participate in the dy-
namic growih of Asian capital markets,
The current volume of investments
worth around DM 360 million is to be
further increased.

Recommendation for
Appropriation of Profit
Allianz Aktiengesellschaft

Unappropriated earnings of

DM 362,039,680 are at the disposal
of the Annual Meeting of sharehol-
ders. We propose that this amount
be used to distribute a dividend of
DM 16 on each of the Company’s
22,627,480 sharcs of DM 50 par
value which are entitled to partici-
pate in the dividend.

Munich, Junc 24, 1996

Allianz Aktiengesellschaft

The Board of Managcmént

Dr. Schulte-Noelle  Dr. Breipohl
Bremkamp Dr. Gavazzi

Dr. Hagemann Hansmeyer
Dr. Rupprecht
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Opportunities for Allianz
and its customers created by
European Monetary Union

Background

Opinions have been voiced more fre-
quently in Europe recently about the
possibility of postponing the date
planned for the introduction of Eco-
nomic and Monetary Union in Europe
(EMT), the creation of which was
approved at the meeting of the Coun-
cil of European Heads of State or Gov-
ernment held in Maastricht in De-
cember 1991. The target date for the
introduction of monetary union is
January 1, 1999. It follows on from
the deregulation of European markets
for goods, services, capital and labor
(the “Single European Market”) im-
plemented during the first half of the
1990s. EMU will make an important
contribution towards the process of
economic and political integration
within Europe which has been gather-
ing pace since the fifties.

It will replace the European Mone-
tary System, which has linked most
of the currencies in the European
Union (EU) since 1979 in 2 system of
stable but still adjustable exchange
rates. The creation of a European
monetary union will eliminate ex-
change rate fluctuations between par-
ticipating countries once and for all.
In order to achieve this a new com-
mon Furopean currency - the Euro
will be introduced which will sup-
plant national currencies. The Euro
does not involve any currency
reform. There is no danger of any
loss of value, because the translation
rate for the new European currency
will be much the same as the current
market level.

Reasoning behind monetary union
Monetary union will strengthen the

forces of growth and innovation in
Europe, help to solve the European
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emplayment problem, and simplify
the lives of ordinary citizens.

¥V Benefits of the single European
market maximized

In the past the European Union has
been constantly at the mercy of cur-
rency upheavals, The realignments of
exchange rates which ensued were
wider than would have been justified
simply by differences in the move-
ments of costs or prices.

This has meant that businesses in
countries with rising exchange rates
saw themselves becoming suddenly
less competitive in a way which put
at risk their return on long—term capi-
tal investment. Countries with falling
exchange rates enjoyed the benefits
of increased competitiveness. Attempts
by the latter to arrest the decline of
their currencies by means of monetary
policy, to prevent any remaining de-
valuation having inflationary conse-
quences, and to counteract any loss
of confidence on international finan-
cial markets generally resulted in mon-
ey market rates rising. The benefits of
devaluation were therefore diminished
by an increase in the rate of inflation
and by higher interest rates.

The net result was that the growth
and jobs lost in countries with rising
exchange rates outwelghed the corre-
sponding gains in countries with fal-
ling exchange rates. The European
Commission estimates that the cur-
rency upheavals at the beginning of
1995 alone caused growth equal to
0.5 percent of European GDP to be
lost.

The elimination of exchange rate
risks in the single European market
will enable businesses to budget with
a greater degree of security, making
long—term capital investrent simpler.
The costs of hedging foreign curren-
cy exposure will be saved, as will the
expenses of changing currencies for
cross—border transactions, which the
European Commission reckons to-
gether account for 0.3 1o 0.4 percent
of the EU’s gross domestic product.

European monetary union will
also prevent growth being lost by
restrictive monetary policies designed
to counteract the undesirable effects
of a devaluation.



¥ Efficiency of European financial
markets increased

The elimination of exchange rate risks
will unite Buropean financial markets
into 2 single market. Liquidity of the
European equity and bond markets
will be much greater than that of the
existing national markets, Competi-
tion between the suppliers of bank-
ing and other financial products and
scrvices will be further increased. All
this will enhance the efficiency of
financial services for businesses and
private housecholds alike.

¥ Negative side-effects of the giobali-
zation of financial markels reduced

The Euro will be 2 more important
international reserve and investment
currency than the DM is at present.
The creation of a monetary union will
therefore curtail the negative effects
of massive inflows and outflows of
capital on exchange rates and interest
rates, Unification of the currency will
put Burope in a position to make a
greater contribution towards the sta-
bilization of international financial
markets and to promote growth and
employment - not only in Europe
but in America and Asia as well.

¥ Tbhe lives of ordinary citizens
simplified

Not just the businesses but also the
citizens of Europe will benefit from
the absence of currency transaction
costs which are nowadays still a bur-
den on tourist travel.

Which countries will participate?

The countries which will participate
in EMU are those whose economies
have achieved a high degree of
stability and have converged suffi-
ciently with each other. The follow-
ing specific “convergence criteria”
laid down in the Maastricht Treaty
have to be met by each country
participating:

F A high degree of price stability
must have been achieved. The rate of
inflation must not be more than 1.5
percentage points above the average

in the three countries with the lowest
rates of inflation.

¥ The financial position of the pub-
lic sector must be sustainable over
the long term. A country’s budget
deficit must not exceed 3 percent of
its GDP, and cumulative national debt
must not be more than 60 percent of
GDP.

P The currency must have remained
within the normal fluctuation mar-
gins of the European Monetary Sys-
tem for the last two years without
any devaluation,

¥ As evidence of the durability of a
couniry’s convergence the yield on
long-term government bonds must
not be more than 2 percentage points
above the average in the three coun-
tries with the lowest rates of inflation.

The Buropean Monctary Institute
and the European Commission will
report to the Council of the Heads of
State or Government at the beginning
of 1998 which countrics have a-
chieved a high degree of sustainable
convergence. Under the terms of the
Treaty there is room for maneuver in
assessing 4 government’s financial
position. The Council will then decide,
on the basis of these reports, which
countries have fulfilled the criteria
and will form a monetary union in
1999.

As things look at the moment it is
unlikely that all EU member states
will participate in monetary union
from the outset in 1999. Given that
the publicsector finances of many
member states are still suffering from
the consequences of the latest reces-
sion and from the burden on welfare
systems caused by high unemploym-
ent, it looks doubtful whethet every
couniry can fulfill the debt criteria. In
addition, the TJK and Denmark have
been given the option under the
Treaty not to join monetary union
cven if they do fulfill all the criteria.

In any case, any EU country which
does not participate in EMU at the
outset in 1999 can join the monetary
union at a later date on the basis of a
fresh examination of its compliance
with the convergence criteria,
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Importance of EMU for Allianz’
customers

The changeover to the Euro will not
affect the quality or cost of Allianz’
products or services at all. Tt is a
straightforward currency conversion,
like converting miles into kilometers
without affecting the actual length of
a given distance.

Insurance policies will be conver-
ted to the Furo automatically. All pre-
miums, balances and benefits will also
be converted to the Euro by Allianz
without the policyholder having to
do anything. Benefits payable which
include an element of interest — such
as guaranteed bonuses on life insur-
ance policies or casualty insurance
with guaranteed premium refunds —
wilf likewise be converted automat-
cally from DM to the Euro without
affecting their value.

Assuming a responsible approach
to the stability criteria, the introduc-
tion of EMU will not give rise to any
material changes over the long term
for customers who have taken out an
insurance policy with a savings ele-
ment. Even any short-term effects on
interest rates will be less than the nor-
mal cyclical fluctuations of interest
rates in Europe.

If interest rates in Germany rise,
the holder of 2 German life or casual-
ty insurance policy is exposed to less
risk than holders of fixed income
securities because bonuses already
credited are preserved even if interest
rates risc. Moreover, German life and
casualty insurers can react more effec-
tively than managers of purc bond or
cquity portfolios to risks that cannot
be forescen at the moment, by
restructuring their portfolios e.g. into
tangible assets and foreign shares ar
bonds.

On the investment side the bene-
fits for Allianz and its customers will
become dominant sooner or later.
The scope for investment without the
risks associated with foreign curren-
cies will be greater — and probably
more stable — which will meet all the
requirements of a major institutional
investor with a conservative
approach to risk.

Monetary union will also simplify
other European insurance services for
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the benefit of customers — for exam-
ple the settlement of claims in auto-
mobile insurance.

Preparations by Allianz for EMU

With years of international experience
behind it, Allianz has accumulated a
vast resource of underwriting and
investment expertise, This means that
Allianz can take full and immediate
advantage of the potental benefits to
itself and its customers arising from
the introduction of the Euro.

The Allianz Group companics
affected by the changeover are now
preparing for the rechnicalities of
transforming all their activitics (o ac-
commaodate the Euro — from payment
transactions and computer systems to
investments. This will enable Allianz
companies to react flexibly even if the
timetable for introduction of the new
currency is extended. Aflianz will in-
form its customers in good ime about
the exact dates and the various stages
in the changeover to the Euro.



Consolidated Financial Statements
Allianz Group
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[J Consolidated Balance Sheet at December 31, 1995

Assets
o ) DM in thousands
- ) 1995 1995 1994
Tﬁéceivgbles from sﬁbisériptions to capital stock o ) 10,518 12,233
B. Intangible assets o o : 3,125,372 2,613,?@
C. Inirestrgqnts ) ) o o
|. Real estate B . 17,483,945 14841052
Il Investments in subsidiaries and affifiates _ 4,708,590 4:947,52
NI Other investments 220,083,458 190606115
IV. Funds held by others under reinsurance business assumed ] 5,097,340 490977

247313333 215296516

_D. Investments hel_t_i on account and at_risk ) o
of life insurance policyholders 15,095,375 13,963,784

E. Receivables

|. Accounts receivable on direct insurance business ) 7,141,331 6,5[)5.6&
Il Accounts receivable an reinsurance business 2,244,675 1,412,817
M. Other receivables 7 3,682,095 4,679.203

13,078,101 12597623

F. Other assets

I, Tan@b[e fixed assets and inventories . ] 827187 788367
il. Cash with banks, checks and cash on hand 985,000 o 1299,838
Il Miscellaneous ’ 499,385 - 122,930
2,311,571 2,211,135

G. Prepaid expenses ) i i
1. Accrued interest and rents ' 4,772,017 4242107
I Other prepaid expenses - 1,566,930 1,388,564

6,338,947 5,630,671

287333317 252,345,290
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Liabilities

DM in thousands

B 1995 1095 1995 1094
A. Stockholders’ equity
|, Capital stock ' 1,131,374 1,040,000
Il. Addltional paid-in capital B o 9,296,236 7481942
1II. Appropriated retained samings h
1. required by law 2,403 i 2,403
2. other including excess of book vaiue over underlying net equity 3,296,181 3,565,636
of consolicated subsidiaries: 85,383 (1994: 67,421) -
inclugding excess of underlying net equrit'y over book value o
of consolidated subsidiaries: 173,765 (1694 8,786)
B ' ] 3,208,584 } 3,568.039
[V, Uﬁappropriated retained eamings 362,040 312,000
v, Minority interest 4,392,385 5,071,301
o 18480619 17473282
B. Participating certificates ] 864,956 846,052
C. Post-ranking liabilities ] 75,758 -
D. Special untaxed reserve ) 134,183 101785
E. |I'lSlil'éﬂ08 reserves
1. Uneamed premiums
1. Gross 12,928,382 12,217,209
2 less: )
T amounts ceded ) 2,472,814 2733138
10,456,568 6,484.071
Il Aggregate reserve o
1. Gross 152,868,997 133,043914
2. W\ess:
amounts cedad 11,7671299 1 1405@
141,101,598 121.638.205
1L, Reserve for losses and loss adiustment expenses
© 1 Gross ) 55,541,684 51,401,647
2. iesa_ ) o
amounts ceded 9,313,673 10.141,747
. 46,228,011 41,250,900
I¥. Reserve for experience-rated and ather premium refunds '
1. Gross 15,837,345 14,992,531
2. less: i -
amounts ceded 168,612 ) 183,084
L 16,668,733 14,809,447
V. Claimfsfeﬁdu_élization"é_hd similar resérves o 3,107,945 1,808 b67
VI, Other insurance reserves o T
1. Gross 1,656,124 1,124,442
T2 less:
amaunts ceded 62,741 ) 68,400
N 1,593,363 1,066,042
218155338 190.056.232

DM in thousands

1995 1995 1994
F. Insurance reserves for life insurance B ~
where the investment risk is carried ! .
by policyholders )
| Aggregate reserve B
1. Gross 14,420 457 13255167
2. loss:
amounis ceded w 70,228 -
i 14350208 13.265162
|
|
G. Other accrued liabilities | 6256224 5.599.921
- |
|
H. Funds held under }
reinsurance contracts ; 10,474,752 8,564,244
i i o
" 1. Other liabilities L
|. Accounts payable on \
direct insurance business ‘ 7,711,787 7.330,139
II. Accounts péyab\e on reinsurance business : 876,826 972,625
I, Debentures " : 2,065,606 2,017,574
including convertible 2,027,970 {1994: 2 17,574)
IV, Liabilities to banks 2,028,309 1.346,806
V. Miscellaneous fiabillties ‘ 5.014.622 4049186
including: :
taxes of 467,999 (1994 441.962) !
sacial security at 212,249 (1994; 136,014) ! )
] i 17,/98150 15716420
|
K. Deferred income i 74308 732187
|
7 i 287,333,317 252,345,290




| Consolidated Income Statement
for the period from January 1 to December 31, 1995

DM in thousands

1995 1395 1985 1994
L. Underwriting account for ) 7
property and casualty insurance business
1. Premiums garned - net
4) Gross premiums written 40,386,164 37112324
b)  Premiums ceded - 6,915,266 - 7377324
33,470,898 29,735.000
¢} Change in unearned premiums - gross - 228189 - 685481
dy Change in unearned premiums ceded - 49,090 ) 214,559
- 277279 - 480922
_ 33193619 29,254,078
2. Credited interest on special reserves — net 710,403 596,495
3. Other underwriting income - net 100,871 52978
4. --Loss EXpenses - net
) Claims paid
aa) Gross -26,163,683 -24.340,384
bb) Amounts ceded in reinsurance _ 4,377,276 ) 4102671
~ -21,786,407 -20,237,713
by Change in reserves for
_ losses and loss adjustment expenses
aa) Gross ) - 3,276,448 - 2901846
bb) Amounts ceded in reinsurance 335,020 804.835
- 2,941428 - 2,097,011
. -24,727,835  -22334724
5. Changes in other insurance r_eserves - nét 7: . - 528,297 - 593@
6. Premium refund payments and change in reserves - nat - 247,488 - 237305
7. Underwriting BXPENSEs - 8485184 - 7526879
8. Other underwriting expenses ~ - 400,856 - 237997
9 Subtotal - 384669 - 1027178
10. Change in claims equalization and similar reserves - 1217173 - 314,601
11, Underwriting result in property and casualty
insurance - net of reinsurance - 1,501,842 - 1,841,777
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DM In thousands - DM in thousands

1995 1995 1995 1994 b 195 1895 1994

IIT_LInderwriting account for Ill. Non-underwriting account ‘
life and health insurance business

1. Underwriting result ] i

_ 1. Premiums earned - net ' ' o a) in property and casualty business w - 1,601,842 - 1785777?
a) (Gross premiums written 27,265,991 26,279,781 by in life and health business ‘ 917109 723.989
b) Premiums ceded - 2015197 ] - 1,834,209 ) 1 ) - 684,733 - 1,117,788
25,250,794 24,445 572 o o o o
¢} Change in unearned premiums - net. - - 181,642 - 22843 2. Investment income ‘ 16,502,341 17,959,760
25,069,152 24,217,141 1
o 3. Invesiment expenses i - 2,775,046 - 3,277,987
2. Premiums earned from reserve for premium refunds 2,895,872 2,695,654 o o B : - -
o - 4. Allocated interest transferred to the | - o
3. Allocated interest for the non-underwriting account 11,736,656 10,128.021 underwriting account for property and casualty business w - 770,888 - 697612
4. Unrealized gains on investments held on account 5. Alocated interest transferred tothe - ~ o
and at risk of life insurance policyholders ~ ‘ - 72,70(3974'79 484 underwriting account for life and health insurance business ; o A 1,736,656 -10,128,021
o 1 4,219,751 3856140
5. Qther undgrwriting income - net 792,345 764.798 1-
5. Other income - ) 947594 808,250
6. Loss expenses - net ) o - o
g) Claimspad 7. Other expenses | - 1,439,562 - 1,282,884
aa) Gross -17128,650 -14,505.219 ) . | - 491968 - 473934
bb) Amounts ceded in rginsurance 171,727 1,203,133 | ) o o
_ -1 5,956,@23 ' -13,302,086 8. Earnings from ordinary activities before taxation 3,043,050 2,264,418
by Change in reserve for losses and ‘
lpss adjustment expenses 9. Income taxes o - 842929 - 770,796
aa) Gross o 512_084 ) - 505249
__bb) Amounts ceded in reinsurance S - 142,386 829?3 10. Other taxes ; - 179244 - 157,839
o 469,698 - 422276 } - 1022173 - 928635
-15,487,225 -13,724,362 : B

11, Net income | T 000877 1,335,783
7. Change in other insurance reserves - net ‘
a) Aggregate reserve

aa) Gross -16,5887,948 -13,588,612
bbj Amounts ceded in reinsurance 937,654 o 570,613 !

o ~15,950,292 ~13,017.999

by QOther ingurance reserves — net o B - 26584 - 14,784

-15,976,87¢  -13,032,783

8. Expenses for experience-related ] L o
and other premium refunds — net - 5,308,771 - 4,758,081

i
_ % Underwriting expenses ) - 3306107 - 3378738 !

10. Unrealized \osises an investments ﬁeldion'a&:(ﬁaﬂi B
and at risk of life insurance policyholders - 57,362 - 986,271

1. Other underwriting oxpenses 1450157 - 1,201874

|

|

I

I

|

|

|

|

12, Undenwriting result in life and o ) o L o |
healin insurance - net of reinsurance 917,108 723,989 !
|

I

|

|
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Notes to the
Consolidated Financial
Statements

New Accounting Regulations

The consolidated financial statements
and the Group Management Report
have been prepared for the first time
in accordance with the regulations
contained in the German Commercial
Code (HGB) and the Government
Order on the external accounting
requircments of insurance enterpriscs
(RechVersV), as amended by the
Insurance Accounting Directive Law
(VersRiLiG) dated june 24, 1994,

Valuation policies have been
applied on a basis largely consistent
with the previous year. The option of
retaining a written-down valuation in
the balance sheet even when the rea-
son for the write-down has ceased to
cxist has heen restricted so that insur-
ance companics too may now only
retain such lower valuation if it is
allowable for tax purposes, In addi-
tion, investments held on account and
at risk of lifc insurance policyholders
have to be valued at current market
value. ,

The classification rules prescribe
changes to the layout of the consoli-
dated balance sheet and of the consol-
idated income statement. On the as-
sets side of the consolidated balance
sheet all investment and receivable
relationships with unconsolidated
subsidiaries and affiliates arc now
shown under one investment head-
ing (asset heading C.II), and on the
liabilities side participation certificates
have to be shown separately (liability
heacding B.).

The consolidated income state-
ment is now divided into three parts:
[. Underwriting account for property

and casualty insurance business
1. Underwriting account for life and

health insurance business
. Non-underwriting account.

For rcasons of simplicity and clari-
tv advantage has been taken of the
option to combine certain headings
in the consolidated balance sheet and
in the income statement. The detailed
informarion is disclosed in the Notes.
In addition, net investment income
from property and casualty insurance
and from life and health insucance is
shown in total in the non-underwrit-
ing account. From this is deducted
allocated interest, which in property
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dnd casualty business still comprises
the technical interest rate (net) and
in fife and health business comprises
total investment income and expen-
ses.

A further change to the consolida-
ted income statement is that all per-
sonnel and general expenses have o '
be allocated to one of the following '
headings according to their function:

— scrlement of claims, surrenders

and premium returns
— acquisition of insurance policics
- administration of insurance

policies
—- management of investments
or to other expenses. This change in
accounting treatment means that the
underwriting account is charged and
the non-underwriting account te-
licved by the amounts concerned. In
order to make the previous year's
figures comparable they have been
adjusted to bring them into line with
the new regulations, resulting in ex-
penscs totaling DM 770 million being
taken out of the non-underwriting
result and transferred to the under-
writing result for 1994,

Amounts in the consolidated
financial statements are stated in
DM thousands.




Companies Consolidated

In principle, all domestic and foreign
subsidiaries are included in the con-
solidation,

In addition to Allianz AG, 33
(1994: 33} German and 204 (1994
194) foreign companies were consoli-
dated and 54 (1994: 43) subsidiaries
included at equity. The most impor-
tant companies consolidated for the
first time werc ELVIA Schweizerische
Versicherungs-Gesellschaft, Zurich,
Llovd Adriatico $.p.A., Trieste, and
N.V.S, Salland Verzekeringen N.V,,
Amsterdam, together with their subsi-
diary compranics in each case.

An additional 54 (1994 49) com-
panies were not included in the con-
solidation or accounted for at equity
as their aggregate values are imma-
terial to the presentation of the finan-
cial statements as a whole.

All 19 (1994: 26) affiliated compa-
nies were accounted for by using the
equity method in the consolidated
financial statements.

Select subsidiaries and affiliates are
presented on pages 56 through 58.
All subsidiaries, regardless of whether
ot niot included in the consolidated fi-
nancial statements, as well as all affili-
ates, are shown individually in the in-
vestment disclosure of stock holdings.

Consolidation Principles

The financial statements of Allianz
AG and its subsidiarics that are in-
cluded in the consclidation arc the
basis for the consolidated financial
statements. All financial statements
included arc uniformly prepared as of
12/31/95. Interim financial statements
have heen used for those entities
having business year-cnds other than
12/31/95,

The equity consolidation was
based on the book value method, i.c.
by netting the cost of the investment
with the Group's share of the under-
lying subsidiary's stockholders” equity
at the time of the first inclusion in
the consolidation or, in the case of
later additions, at the time of acquisi-
ton, With regard to differences result-
ing from the first time consolidation:
To the extent they did not represent
understated values of the underlying

assets other than intangibles and there-
fore were added to the asset values,
they were included in appropriated
retained earnings.

The income gencrated by subsid-
iaries after the first consolidation or,
respectively, date of acquisition was
allocated to the appropriated retained
earnings of the Group as was the
Group's portion of the subsidiaries’
unappropriated retained earnings and
the cffects of the consolidation. The
unappropriated retained earnings in
the consolidated financial statements
are thereby identical to the unappro-
priated earnings in the financial state-
ments of Allianz AG.

Calculation of net income due to
minority inicrests or losses to be
assumed by them was based on net
income or loss for the year. There is
no profit balance brought forward
from the previous year as unappro-
priated retained carnings were gener-
ated by Allianz AG only and distrib-
uted in full.

Receivables and payables between
the consolidated companies were off:
set against each other. Intercompany
profits and expenses and income
earned on transactions completed
within the consolidated group were
eliminated.

Accounting and Valuation Policies

The financial statements of Allianz
AG and its consolidated German and
foreign subsidiaries, which provide the
basis for the consolidated financial
statements, were prepared uniformly
according to the accounting and
valuation policics applied by Allianz
AG. Valuations in the financial state-
ments of the consolidated companies
hased on accounting and valuation
rules specific to insurance companies
have generally been retained un-
changed in the consolidated financial
statements.

Intangibles consisting in goodwill arc
carried as an asset. They arc amor-
tized against appropriated retained
earnings over a period of 15 years.
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Reul estate (i.e. real property and
equivalent rights, buildings, including
buildings on leased land) is recorded
at cost less accumulated ordinary and
extraordinary depreciation. If the rea-
sons for extraordinary depreciation
having been charged no longer exist,
the lower valuations are retained if
they are allowable for tax purposes.

Investments in unconsolidated subsi-
diaries and affitiates are recorded at
prorated book value of the underly-
ing equity. The values at the date of
acquisition or at the balance sheet
date were used for the firsttime appli-
cation of this method to the 1995
additions. In 1995 (as in 1994) there
was no difference between the book
value and the proportionate equity.
The uniform valuation policies of
Allianz AG were not extended to the
companies included at equity.

Other long-term equity investmenis
and investments in unconsolidated
subsidiarics not recorded at equity are
recorded at cost less related ordinary
and extraordinary write-downs.

Stocks, investment fund unils, bearer
bonds and other fixed income and
variable income securifies are recor-
ded at the lower of cost or market at
the balance sheet date. If the reasons
for write-downs to the lower of cost
or market having been made no
longer exist, the lower valuations
arc retained if they are allowable for
tax purposes.

An average cost has been estab-
lished in most cases where securities
of the same kind were purchased at
different cost.

Receivables have been recorded at
face value less repayments. They con-
sist of the following balance sheet
headings:
L. Loans to unconsolidated
subsiciaries
2, Loans to affiliates
3. Mortgages and annuities
4. Registered bonds
5. Debentures and loans
6. Loans and advance payments on
policics
7. Other loans
8, Bank deposits
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9.Funds held by others under
reinsurance contracts assumed
10. Accounts receivable on direct
insurance business
11. Accounts receivable on
reinsurance business
12. Other receivables.

fnvestments beld on account and at
risk of life insurance policybolders
are recorded at current market value.
The corresponding income and ex-
penses are shown in the underwriting
account for life and health insurance
business under the headings “Unrea-
lized gains on investments held on
account and at risk of life insurance
policvholders” and “Unrealized losses
on investments held on account and
at risk of life insurance policyholders”.

Tangible fixed assets and inveniories
are recorded at cost less depreciation.
Assets of low value are written off
immediately in full.

Insurance reserves consist of the

following:

I.  Unearned premiums

II. Aggregate reserve

II{. Reserve for losses and loss
adjustment expenses

IV. Reserve for premium refunds
(experience rated and other)

V. Claims equalization and
similar reserves

VI. Other insurance reserves

VII. Insurance reserves for life
insurance where the investment
risk is carried by policyholders.

In principle, the insurance rescrves
are included in the consolidated
financial statements in the same
amount as in the individual financial
statements.

Other accrued liabilities include pen-
sion accruals calculated in accordance
with the proper actuarial mcthods
applicable at the individual consolida-
ted subsidiaries and included in the
consolidated financial statements.
The full amount of the pension lia-
hility has been recorded in the finan-
clal statements. Miscellaneous accrued
liahilities have been recorded as pro-
jected.



Funds beld under reinsurance con-
tracts ceded and other liabilities are
recorded at the amounts payable at
maturity. Anmyities are recorded at
present value.

The deferred tax calculations were
taken from the individual financial
statements. In addition, deferred

taxes were calculated on the differen-

ces arising from applying uniform
valuation policies and the result of
the consolidation.

Foreign currvency franslation

The financial statements of foreign
subsidiarics were translaied into DM
at the middle exchange rate in effect
on the balance sheet date. This trans-

lation method was applied to all con-

solidated balance sheet and income
statement items, resulting in no cur-
rency translation adjustments.
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Supplementary Information on Group Assets

Development of asset headings B., C.l. and C.II. in fiscal 1995

OM in thousands

Asset Heading Values stated at  Values stated at?) Additiqns_’_)_
L 12/31r1994 17141995
_B.-Intangib-ia assets _ _
1. Purchased goodwill ) 2,568,632 2,568,579 803,972
2. Other intangible assets 44 696 43,775 36,775
-3 Toll B _ 2613328 2612354 840,754
C.l. Real estate . ) 14541052 14894361 4280472
_ai._ Investn;enig in subsidiaries and affiliates
1. Investments in subsidiaries 425019 426.201 16,682
2. Loans {o subsidiaries ) _ 7817 7817 7 4,138 L
~ 3. lInvestments in affiliates 4,485,896 4,453,509 292,929
4 Loans to affiliates 28,640 28640 36,980
5. Total ClI. 4947372 4,946,167 352,629
Total ’ 20401752 22,452,882 5,482,855

"} translated at closing rates 12/31/95
3 including assets of companies consolidated for the first time

Intangible assets (Assets B)

This item includes principaily the
goadwill arising on the consolidation
of group companies included for the
first time in 1991 and 1995 (EIVIA and
Lloyd Adriatico DM 750.380 million).

Real estate (Assets C.l)

Land and buildings owned by the
Allianz Group and used for its own
activities were carried ai DM
2,720,601 million.

54



Transfers

DM in thousands

Disposals?} Revaluation

Depreciation  Vatues stated at

12/31/1885

287105 3,085,453

- 9,304 - 31,327 30,916
- 9,304 - 318,432 3,125,372
- 1,059,631 786 641,043 17,483,945
- 78181 33,228 10,827 387,003
- - - - 11,955
- 488,324 17,859 45,305 4,250,668
- 17,656 - - 49,964
- 585,161 51,087 56,132 4,708,590
- 1,654,006 51873 1015607 25,317,907
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Selected subsidiaries and other long-term equity investments

Subsidiaries Currency  Equity in thousands Perqght owned!)
Alice-Beteiligungsgesslischaft mbH, Munich Dh 356,542 100.0
Allianz Beteiligungsgesellschaft mbH, Munich DM 1,384,405 89.2
Allianz Grundstiicks-GmbH, Stuttgart DM 9875 100.0
Allianz Kapitalanlagegesellschaft mbH, Stuttgart DM 13,305 100.0
Allianz Lehensversicherungs-AG, Berlin/Munich DM 1,134,850 468.5
Allianz Unternehmensbeteiligungsgeselischaft AG, Munich DM 110,493 1000
Allianz Vermdgensverwalungsgesellschaft mbH, Munich DM 11141 100.0
Allianz Versicherungs-AG, Munich DM 2,233,251 100.0
Allianz Verwaltungsgeselischaft mbH, Munich DM 1,702,011 100.0
Allianz-Zenitrum fir Technik GmoH, Munich DM 340 100.0
Apollon-Vermogensverwaltungsgeselischaft mbH, Munich DM 18,151 100.0
Aguila Beteiligungsgesellschaft mbH, Munich DM 23,514 100.0
Assecuranz-Gompagnie Mercur AG, Bremen DM 2,335 50.0
Bayerische Versicherungshank AG, Munich DM 490,250 45.0
Beta-Vermdgensverwallungsgeselischaft mbH, Munich DM 2,989 1000
DKV Deutsche Krankenversicherung AG, Cologne/Berlin M 700,565 51.0
Deutsche Lebansversicherungs-AG, Berlin DM 89,000 100.0
Deutsche Versicherungs-AG, Berlin OM 693,859 100.0
Eta-Vermdgensverwaltungsgeselischaft mbH, Munich CM 182,710 100.0
Finanz- und Versicherungskontor flr Heilberufe GmbH, Stuttgart DM 50 100.0
Frankfurter Versicherungs-AG, Frankfurt/Main N DM 500,144 499
Gamma-Yermégensverwaltungsgesellschaft mbH, Murich ) DM 115,050 100.0
Globus Versicherungs-AG, Hamburg DM 29,426 100.0
Jota-Vermogensverwaltungsgesellschaft moH, Munich LY o 29027 100.0
Komet Automabii-Beteiligungsgeselischatt mbH, Munich DM 106,853 100.0
Kraft Versicherungs-AG, Berlin/Munich DM 12,808 98.5
Lambda-Vermégensverwaitungsgeselischait mbH, Munich DM 1,469,208 70.5
Nona-Yermégensverwaltungsgesellschaft mbH, Munich DiM 1,446,764 100.0
Perseus-Vermigensverwaltungsgesellschaft mbH, Munich ) DM 888,997 1000
Prima-VermGgensverwaltungsgasellschaft mbH, Munich DM 225,308 69.4
Quarta-Vermdgensverwaltungsgeselischaft mbH, Munich DM 1,080,719 674
Quinta-Yermdégensverwaltungsgesellschaft mbH, Munich DM 812715 100.0
Septima-Vermbgensverwaltungsgesellschaft mhH, Munich DM 149,480 1000
Sexta-Vermdgensverwaltungsgesellschaft mbH, Munich oM 153,348 1000
Allianz Bice Compariia de Seguros de Vica S.A., Santiago de Chile Chi 3,934,758 200
Allianz Compafiia de Seguros S.A., Santiago de Chile Chil$ 4,754,114 1000
Alfianz Cornhill Insurance (Far East) Lid,, Hong Kong HK-$ 47,152 100.0
Allianz Europe Lid., Amsterdam ~hfl 3,986,721 100.0
Aflianz Finance B.Y., Amsterdam hfl 4,686,242 100.0
Allianz Fire and Marine Insurance Japan Ltd,, Tokyo Y 1,667,573 100.0
Allianz General insurance Company S. A., Athens Dr 1,482,262 930
Allianz Insurance Cémpanyl Los Angeles Us-$ 187,154 100.0
Allianz Insurance {Singapore) Pte. Ltd., Singapore Sing-$ 18,614 100.0
Allianz Lebensversicherung (Schweiz) AG, Zurich sir 46,703 100.0
Allianz Life insurance Company of North America, Minneapolis Us-$ 951194 100.0
Allianz Life Insurance Company S. A., Athens D 1,023,628 78.6
Allianz México S. A. Compafiia de Seguros, Mexicop_ity Us-$ o Toz8 100.0
Allianz Nederland N.V., Rotterdam hil 246,343 100.0
Allianz oi America, Inc., Wilmington us-$ 3,223,110 84.4%
Alliznz of South Africa (Proprietary) Ltd., Johannesburg R 47,799 100.0
Allianz pojistoviia as., Prague o CZK 358,853 1000
Allianz RAS Argentina 5. A. de Sequros Generales, Buenos Aires L Arg. Pes 7102 100.0
Allianz-RAS Seguros y Reaseguros S.A., Madrid Pta 7181770 100.0
Allianz-RAS Tutela Giudiziaria S.p.A, Milan Lit 4,554,000 100.0
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PO RAEARRPANDREOIdEENEN O EEREE BEEBEHE2OWAERE

Subsidiaries o Currency Eguity In thousem!s ____Percent owned")
Allkanz Subalpina 5. p. A. Societd di Assicurazioni ¢ Riassicurazioni, Tuiin i _ Lit 313,487,330 84.1
Allianz Underwriters Insurance Company, Los Angeles us-$ ) 39494 1000
Allranz Versicherung {Schweiz) AG, Zurich sr ) 72,956 100.0
Allianz Via Assurances LARD.T, Charenten-fe-Pont FF 721,841 1000
AH-ianz Via Holding France, Charentan-le-Pont " FE §,583,046 65.9
Allianz Via Vie Compagnie d’Assurances sur la Vie Société Anonyme, Charenton-le-Pont FF 145,657 L
Anglo-Elementar Versicherungs-AG, Vienna 05 853,622 99.4
ColénﬁCompaﬁ\‘a de Seguros Generaies S.A., Buencs Aires ) Arg. Pes 1791 100.0
Cornhil Insurance PLC, Londan ) £ 417,500 93.0%
ELVIA Assurances 5.A., Brussels o bir 464203 1000
FiVIA Schweizerische Lebensversicherdngs—Gesellschaﬁ, Zurich sir 101,044 96.5
ELVIA Schweizerische Versfcherungs-Gesells-chaﬂj Zurich ) sir 475,454 99.5
Eurovida S. A. Compariia de Seguros y Reaseguros, Madrid - Pta 2,792,545 510
Fﬁreméh's Fund Insurance Company, Novato B US__—§ 3,147,863 100.0
Hungdria Biziosito Ri, Budapest Ft 6}770,829 91.0%
international Reinsurance Company S‘A_., Luxembourg _ US-$ 18,287 1000
Languedoc Société Anonyme, Charenton-Le-Pont _ o ) FF 89,691 98.0
Lloyd Adriatico 5.p.A,, Trieste Lt 638,875,589 995
NVS Saliand Verzekaringen N.V., Amsterdam hl B 95,635 100.0
P.T. Asuransi Allanz Utama Indonesia, Jakarta B Rp 23,089,671 680
Rhin et Moselle Assurances Gompagnie d'Assurances sur la Vie 5ociété Anonyme, Strashourg FF 696,149 99.8
Rhin et Moselle Assurances Compagnie Générale d'Assurances et de Réassurances, Strasbourg 7 FF - 749,895 86.3
Riunione Adrialica di Sicurta SpA, Milan Lit 4933934351 426
Wigner Allianz Lebensversicherungs-AG, Vienna ) 65 487133 81.0
Wiener Allianz Versicherungs-AG, Vienna o5 1,430,471 773

Affiliated companies

TELA Versicherung AG, Berlin/Munich ] oM 313970 25.0
Adriatica de Seguros C.A., Caracas _ ) , Bolivar 3,723,692 200
Reaseguradora Adriatica C.A., Caracas ) Bolivar 462524 20.0
gark Hayat Sigorta A.g., Istanbul iL i 153,454,543 40.0
Sark Sigorta TAS,, Istanbul ) TL 1,365,915,881 371

Other investments in insurance companies

AMB Aachener und Minchener Beieiligungs-AG, Aachen DM 3120 88 5.0
Berlinische Lebensversicherung AG, Berlin/Wieshaden DM 80,414 300
Hamburg-Mannheimer Sachversicherungs-AG, Hamburg a DM 521,355 207
Hamburg-Mannheimer Versicherungs-AG, Hamburg o DM 766,339 20,0
Hermes KreditversicﬁérungszG, Hamburg DM - -"204,885 25.0
Karlsruher Lebensversicheru-ng AG, Karlsruhe DM i 174,447 36.1
Minchener Hagelversicherungs-AG, Munich D 12,016 23.0
Miinchener Rickversicherungs-Gesellschaft AG, Munich D _ 2808,394 250
1} Including shares held by dependent subsidiaries 2) percentage of voting capital owned; 20.0% 4 percentage of voting capital owned: 90.8 %

calculated ancording 10 § 271 HGB 9 percentags of voting capital owned: 100.0% 5) percentage of voting capital owned: 55.9 %
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lither invéstryents in insurance companies Currency  Equity In thousands ) Percent owned)
Allianz-Bradesco Companhia Brasileira de Seguros, Rio de Janeiro Real 40,099 308
Berner Allgemeine Holdinggeselischaft AG, Bern ) sfr 118,970 440
Munich American Reinsurance Company (MARC), New York Us-$ 323,086 40.0
The Navakij Insurance Public Company Lid., Bangkok Baht 675,862 10.0
Other long-term holdings in quoted companies Currency Market value {mn)  Percent owned?)
Barmag AG, Remscheid oM 42 15.0
BASF AG, Ludwigshaien DM 2,031 107
Bayer AG, Leverkusen DM 1,288 50
Bayerische Hypotheken- und Wechsel-Bank AG, Munich DM 2105 228
Beiersdorf AG, Hamburg DM 1,751 377
Berliner Handels- und Frankfurter Bank KGaA, Frankfurt/Berlin DM 481 151
Continental AG, Harmover DM 96 51
Deutsche Sank AG, Frankfurt 2. M. DM 1,712 50
DLW AG, Bietigheim-Bissingen DM 62 12.7
Dresdner Bank AG, Frankfurt a. M. DM 3913 22.7
Th. Goldschmidt AG, Essen oM 88 104
IKB Deutsche Industriebank AG, Disseldorf/Berlin DM 202 12.0
Lahmeyer AG flir Energiewirtschaft, Frankfurt a. M. DM 374 249
Leitheit AG, Nassau (Lahn) oM EE 101
Linde AG, Wieshaden DM 798 11.0
Manachia Grundstlicks-AG, Munich DM 282 45,2
Rheinelekira AG, Mannheim DM 305 10.0
RWE AG, Essen DM 2,769 104
Schering AG, Berlin DM 721 10.0
Schlossgartenbau-AG, Stuttgart DM 15 7.0
5(d-Chemie AG, Munich DM 44 10.0
YEBA AG, Disseldorf DM 2,837 103
Compagriie de Navigation Mixte S.A., Marseilles FF 967 8.4
Crecit Foncler st Communal d'Alsace st de Lorraine 8 A. Strashourg FF 21 109

Other interests

Equity positions held via trusts in
which Allianz AG and its group com-
panies do not own 4 majority intcrest
include the following: Hapag Lioyd
AG (Hamburg), Heidelberger Druck-
maschinen AG (Heidelberg), Hoch-
tief AG (Essen), Isar Amperwerke AG
(Munich), MAN AG (Munich),
Thyssen AG {Duishurg).

Investment disclosure of stock
holdings

The information required by the
German Commercial Code (§313(2)
HGB) is filed with the Commercial
Register in both Berlin-Charlotten-
burg and Munich.
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Other investments (Assets C.IL)

DMin thoﬁsands

B 1995 1995 1994
ClIl. Other Investments )

1. Stocks, investment fund units and other variable income securities 41,016,481 32114516

2. Bearer honds and other fixed income securities 77,623,570 59,330,711

3. Mortgages and annuities 16,497,022 15,658,260

4. Cther loans -

a) Registered bonds 53,369,249 49587273

b) Debentures and loans 24364 636 27243913

¢} Loans and advance payments on policies 2,038,827 1,852,078

d) Other loans 485,291 275

80,288,003 78,683,539

5. Bank deposits 2,217 k22 44467419

6. Miscellaneous investments 440,560 320.370

220,083,458 180,606115

Accounts receivable on direct
insurance business {Assets E.I}

The amount shown under this head-

ing comprises DM 4,472.125 million

(1994: DM 3,961.963 million) receiv-
able from policyholders and

DM 2,669.206 million (1994:

DM 2,543.640 million) from

agents.

Prepaid expenses (Assets G}

This heading includes DM 1,325.667
million for tax relief andicipated in
future vears in accordance with the
German Commercial Code (§274(2)
and § 306 HGB). It also includes debt
discount carsied forward amounting
to DM 135.831 million.
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B Supplementary information on Group Liabilities

Stockholders’ equity (Liabilities A.)

Stockholders’ equity consists of the
capital stock and additional paid-in
capital of Allianz AG as well as the
appropriated and unappropriated
retained earnings of the consolidated
group. It also includes the positive
and negative consolidation balances
which have heen offset against each
other, and goodwill set off against
retained earnings. Foreign currency

translation adjustments are also inclu-

ded in the equity section.

The minority interest included in
the equity section shows the portion
of Allianz subsidiaries owned by
others.

Insurance reserves for own account

(Liabilities E.I. - V1)

Participating certificates
(Liabilities B.)

This heading consists entirely of the
participating certificates issued by
Allianz AG.

Liabilities
(Liabilities C., H., L)

Liabilities due after more than five
years amount to DM 339.756 million
in total.

Liabilities secured by consolidated
companics by means of liens or simi-
lar charges amount {0 DM 42.119 mil-
lion in total.

Accounts payable on direct insur-
ance business comprise DM 6,998.110
million (1994: DM 6,649,992 mil-
tion) payable to policyholders and
DM 713,677 million (1994:

DM 680,147 million) payable to
agents.

Special untaxed reserve
{Liabilities D.)

The special untaxed reserve includes
the reserves established by domestic
companies in accordance with Ger-

man income tax law (§ 6b EStG). In
addition, foreign subsidiaries’ stated

amounts based on comparable local
regulations have been included here.

DM in thousands

Ty?of reserve |ife/Health Property/ Total
Casualty ,
12/31 12/31 12/31

Unearned premiums 1985 2,170,530 8,285,038 10,455,568

_ 1994 1.044 254 7,539.817 9,484,071

Aggregate reserve 1995 131,365,085 6,736,613 141,101,698
1994 1121 45,742 9,492 463 121,638,205

Reserve for losses and )

loss adjustment expenses 1995 2335,263 43,892,748 46,228,_@

_ 1964 2,940,381 38,319,519 41.259.900

@rve for experience-related and

other premium refunds 1995 15,320,912 347,821 15,668,7@
1994 14.380.145 419,302 14,609,447

@_ms equalization

and similiar reserves 1995 - 3107945 3,107,945
1984 - 1808567 1,808,567

Other insurance Feserves 1995 234737 1,358,646 1,593,383
1944 188,986 867,056 1,056,042
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Other accrued liabilities (Liabilities G.)

DM i thousands

1995 1994

Other accrued liabilities include:
|. Pension and similiar reserves 4,292,143 3,017,844
Il Agerued taxes 8315615 543,360
I1l. Miscellansous accrued liabilities 1,132,566 1,138,717
6,256,224 5,599,921

Deferred income (Liabilities K.)

Discount on loans amounting to
DM 450.340 million is included
under this heading,

Contingent liabilities

Guarantee obligations outstanding
totaled DM 43.853 million (including
DM 0 million towards unconsolidated
subsidiaries), other contingent
liabilities DM 165.338 million
(including DM 0 million towards
unconsolidated subsidiaries}.

61



B Supplementary information on the Consolidzted Income Statement

Gross premiums written (Income Statement I.1a and 11.1a)

DM in thousandé

o Life Health Property/ Total
Casualty ~
12/31 12/31 12431 12/31

Direct insurance busingss
Germany 1995 12,735,647 4,838,809 17,182,234 34,756,590
- 1994 12,074,400 4,375,049 17,042,426 33,491.875
Qutside Germany {total} 1995 8,867,728 228,831 20,320,346 29,416,905
o 1994 9,116,070 123,603 17,090,469 26,330,142
of which; -
(¥her European countries 1995 4401 518 228,831 11974532 16,604,882
19494 3,553,403 123603 10,345,545 14,022,551
Other countrigs 1995 4,466,209 - 8,345,814 12,812,023
- 1894 5,562,667 - 6,744,924 12.307.591
Subtotal 1995 21,603,275 5,067,640 37,502,580 64,173,495
o 1994 21190470 4498657 34,132,895 59822017
Reinsurance business assumed 1985 589,165 5,911 2,883,584 3,478,660
- 1994 583,013 7,646 2979429 3,570,088
Consolidated gross premiums written 1995 22162440 5,073,551 40,386,164 67,852,155
B 1994 21,773,483 4,506,298 a7.112,324 63.392.105

Change in other net insurance
reserves (Income Statement 1.5)

This heading includes a change of
DM 485.503 million (1994: DM
546.951 million) in the net aggregate
reserve and DM 42.794 million
(1994: DM 46.872 million) in miscel-
lancous niet insurance reserves.

Premium refund payments and
change in reserves (experience
rated and other)

{Income Statement 1.6. and 11.8)

The amount under this heading com-
priscs DM 5,367.225 million (1994:
DM 4,987.098 million) for exper-
icnce rated premium refunds and
DM 189.034 million (1994: DM 8.288
million) for other premium refunds,
of which DM 111.287 million is from
fife and heafth business.
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Underwriting expenses (Income Statement 1.7. and [1.9))

M in thousan:?s

Life/Haalth Property/Casualty
1995 1994 1885 1994
Misiﬁoﬂ cosls ~ 2,495,362 - 2534579 - 5,889,291 - 4,991?@7
Administrative expenses - 1,114,263 - 1088545 - 4,491,090 - 4,387,343
Gross underwriting expenses - 3,609,625 - 3623124 -10,380,381 - 9379290
less commissicn and profit sharing on o
reinsurance ceded 303518 044,386 1,895,197 1,852,411
Underwriting expenses - net - 3,306,107 - 3378738 - 8485184 - 7526,8749
Investment income/expenses (Income Statement 111.2. and 3.)
o DM in thousands
o Life/Health Property/Casualty/ Total
Other business
1995 1094 1995 1994 1695 1@1
Investment income
a) Income from equity investments ] 71,720 31.385 213,723 286,309 285,443 317,694
including from subsidiaries - 16,081) {- 31186) ( 37039 21,6081 ¢ 20858) - 9,578)
b_) Income from other investments )
~ba) Income from real estate 618,203 865,541 724,732 677,755 1,642,935 1,546,296
bh) Income from other investments 10,835,113 9,845 452 4,770,556 4,670,358 15,605,669 14,515,810
including from subsidiaries { 1,524 3187 | 565y i 294 | 2,089) 3.491)
b) Income from revaiuations 1,003 5,205 4123 16,679 5,126 21.884
d) Realized investment gains 876,328 857,223 1,038187 675764 1,915,515 1,532,987
e} Income from the release of .
special untaxed reserve - 977 47,653 24112 47,653 25089
Total investment income 12,702,367 11,608,783 6,799,974 63508977 19,502,341 17,958,760
Investment expenses
a)—lnvestment management, N
interest charges and other
investment expenses - 396,777 - 368085 - 73781 - 547911 - 1,134,608 - 915,298
W Depreciation/write-downs on investments - 481,106 - 1.002,212 - 867424 - 962,023 - 1328530 - 1.964,235
¢) Realizad investment losses - 99089 - 86746 - 121297 - 208892 - 220386 - 316638
5) Losses assumed under profit/loss transfer - 1,417 - 58 - 9,865 - 15,882 - 11,282 - 15,850
e) lIncrease in special
Untaxed reserve ~ 7,321 - 23,661 - 72,819 - 41,507 - 80,240 - 65168
Total investment expenses - 965,710 - 1,480,762 - 1,809,336 - 1797225 - 2,775,046 - 3277887
Net investment income 11,736,657 10,128.021 4,990,638 4,553,752 16,727,285 14,681,773
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Depreciation and write-downs on
investments (Income Statement 1i1.3)

Depreciation and write-downs on
investments include unscheduled

write-downs totalling DM 251,989 mil-

lion (1994: DM 25.334 million).
Other income (Income Statement 111.6)

This heading includes income from
services rendered for others amoun-
ting to DM 155.986 million (1994:
DM 248.076 million).

Other expenses
({Income Staterment 111.7.)

The main items under this heading are
the cost of outside services DM 168.705

million (1994: DM 250.277 million)
and losscs (net) on foreign currency
exchange DM 26.634 million.

Effects of adjustments for
tax purposes

Special tax-allowable depreciation
charges and the creation of a special
untaxed reserve had only a marginal
effect overall on consolidated net in-
come for the year.

Amounts totaling DM 1,120,330
million have not been added back to
the valuation of investments in fiscal
1995; the investments concerned are
mainly fixed income securities on
which the amounts not written back
will be realized as gains and included
in consolidated net income when
they fall due for redemption in
future years.

Net income {Income Statement 111.11.)

DM in thousands

1985 1994

Net income 2,020,877 1335,783
Transfer to appropriated retained earnings B
" to other appropriated retained earnings 1,152,318 548,872
Net income dus to minority interests 681524 470,744
llosses to be assumed by minority interests 175,005 95,81%
ﬁ)\fdated net income 362,040 312,000

Average number of employees during the year

{(excluding members of the Board of Managemant, trainees, interns and employees
on parental leave or cn mandatory military or alternative civilian service)

1995 1994
Empicyees in Germany 34,938 ' 36,442
Employees eutside Germany 34,298 30,003
Total 69,236 66,445

Personnel expenses

DM in thousands

1985 1944

Salaries and wages

4,623,437 4,221,471

Social security contributions and employee assistance

1,008,590 896,887

Expenses for pensions and other post-retirement henefits

383,607 397,299

Total

6,013634 5,515,657
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Compensation for the
Board of Management and the
Supervisory Board

The compensation by Allianz AG and
its subsidiaries to the Board of
Management was DM 7.438 million
(1994: DM 6.675 million). Former
members of the Board and their
beneficiarics were paid DM 6.821
million.

DM 38,915 million has been set
aside for current and future pension
benefits to former members of the

Board of Management and their bene-

ficiaries.

Supetvisory Board fees for the
year, including remuneration based
on financial performance, totaled
DM 1.023 million.

Munich, June 24, 1996
Allianz Aktiengesellschaft

The Board of Management

Independent Auditors’
Report Allianz Group

The consolidated financial state-
ments, which we have audited in ac-
cordance with professional standards,
comply with the German legal regula-
tions. The consolidated financial state-
ments present a truc and fair view of
the net worth, financial position and
results of the Allianz Group in com-
pliance with accounting principles
gencrally accepted in Germany. The
Group Management Report is consis-
tent with the consolidated financial
statements.

Munich, July 5, 1996
KPMG Deutsche Treuhand-Gesellschaft

Aktiengesellschaft
Wirtschaftspritfungsgesellschaft

Gerd Geib, Herbert Loy,
{independent (independent
quditor) auditor)



Allianz in Mexico

Wexico has experienced a
veritable poputation expla-
sion this century. The num-
ber of its inhabitants has
increased from 15 miion
in 1415 to the present toial
9T 52 million. The annua!
growih rate, which was
still avar 3 peroent st the
beginning of the seventies,
has wow faflen below 2 per-
cent. Mexicans are a youny
pespie. Aboul 36 percent of
the population {comparad
with 22 percent in Germa-
ny} are children aged 14 or
younger. Mexice is making
fremiendous efforts o
improve its educational
svstem. The people's thirst
for education is tangibia.
Cresling enough jobs for
the next generation is the
{00 economic priority,

A nation in transition

“Bvents in Mexico do not unfold in a
chain of causec and effect”, remarked
Salvador de Madariaga once. “They
happen suddeniy and all together, like
the roses and thorns on a rose bush”.

On a more recent occasion, too,
everything happened all at once. The
North American Free Trade Area
{(NAFTA) was inaugurated on January
1, 1994, pushing open the door to
the future. But on the very same day
Mexico’s past caught up with it. The
rebellion by underprivileged farmers
— which is siill smouldering — broke
out in the southern state of Chiapas.
The rest of the year was clouded by
the murders of leading political figures.

When Carlos Salinas handed over
the presidential office to Ernesto
Zedillo on December 1, 1994, the
Mexican cconomy seemed to be on
a firm footing. Not three weeks later,
on December 20, 1994, the peso
collapsed, hurting Mexico into deep
recession.

The crisis has set Mexico back a
long way. The loss of confi-
dence has been con-
tained, however, be-

& cause the hard fiscal and
monetary stance immediately adopted
by the new president showed that
Mexico will do whatever is necessary
to overcome the problems. Privati-
zation and deregulation will be taken
a stage further. By giving speedy and
comprehensive support the United
States also demonstrated the value of
its new cconomic relations with its
neighbor.

Allianz is one of the many foreign
investors which stll have faith in
Mexico. Its group company Allianz
Meéxico S. A. Compania de Seguros is
in the middle of the market with pre-
mium income of DM 52.8 million. It
writes all lines of insurance business:
property and casualty, life and health,
lts cooperation agreement with
BanCrecer will enable Allianz México
to transact bancassurance business in
all lines of insurance.

s
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Muiti-ethnic roots

Mexican society was long made up of
different ethnic layers: the creoles —
as the white successors of the conqui-
stadors were called - on the one hand
and the original inhabitants on the
other. The Indians enjoyed the special
protection of the Church undl the
latter lost its power and property to
the secular state after the mid-19th
century.

The mestizos -~ people of mixed
origin from relationships berween the
creoles and Indian women — make
up the great majority of the popula-
tion today. For a long time they lived
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The Mexicas, betier known
as Azfecs, came to power
in central Mexico anly a few
hundred years before the
arrival of the Spanish con-
guerors. The Indian people,
who resenied the Aztecs,
regarded the Spaniards as
allies and fought on their
side. The “Stone of Tizoc”
{at the National Anthrogo-

logical Museum in Mexico
Gity) immortalizes the he-
roic deeds of the Mexicas
ruler of that name. Mexico
is a deeply Gatholic coun-
iry, but the Church found
itself in a difficult position
after losing its power and
property in 1857; argu-
ments between the Church
and the secular siate some-
times took on sericus
forms and lasted until 1940,
They were not finally resol-
verd until 1991, Church-
ewnsd property and reli-
gious instruction (at
denominational schools)
are now permitted again.

in 1910 there were more than 800
large landowners and nine to ten
million workers on the land, out

of a total population of 15 million.
Foreigners had bought up Mexico’s
mineral resources. More than 800 of
the thousand or so mining compa-
nies were controlled from the United
States.

A unifying revolutionary bond

Revolutions assume cult-like propor
tions. “In Mexico even reactionaries
make tub-thumping speeches ahout the
important role they would like to have
plaved in the glorious revolution” —
said the roving reporter Egon Erwin
Kisch.

In Mexicans’ perception of his-
tory, revolutionary upheavals are sta-
ges in the process of the nation find-
ing its identity, having remained
divided for so long by the trauma of
the Spanish conquest and the de-
struction of the highly-developed
Aztec culture. “Revolution is when
Mexico suddenly becomes embroiled
in its own sclf”, wrote Octavio Paz
(the Nobel Prize winner for literature
in 1990) in his famous essay 7he
Labyrinth of Loneliness (1950).

The great Mexican Revolution, at
its peak from 1910 to 1917, cost at
least a million lives. The gains won by
the Revolution - such as state owner-
ship of land and of mineral resour-
ces, agricultural reforms, and social
recagnition of the workers — are en-
shrined in the 1917 Constitution.,

Establishing an identity

The revolution ignited an outburst of
creativity. Glant murals appeared in
the foyers of public buildings glorify-
ing Mexican history and the Revolu-
tion. The culure of the Aztecs and
their successors became a source of
national pride,

Amongst the intellectuals the Rev-
olution triggered a multitude of
attempts to establish a Mexican identi-
ty, almost always by comparison and
in contrast with the culture of the
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United States. The philosopher Samuel
Ramos applied the categories of
Adler’s psychology - an inferiority
complex and the need for recogni-
tion - to the Mexican variety of ma-
chismo. José Vasconcelos, a successful
Minister of Education and culwural
father of the Revolution, indulged in
a Utopian flight of fancy. He saw a
‘cosmic race’ emerging from the
melting pot of Latin America which, as
the vanguard of humanity, would
atiain a higher form of living — the
aesthetic period of history.

The eternal preoccupation of
Mexicans with their Mexican-ness is
described by the author Carlos Fuen-




tes as a ‘real national

could think of only two other 1

nalities which have subjected tt

own identity to such ‘critical and

painful’ scrutiny: the Spaniards in their
of doom and gloom and the

Russians with their sense of mission.

Changing neighbeorly relations

The United States was initially a
the new republic of
The strong position of the
on into federal
states ruled by governors, the federa
district around the capital, even the
s official name (Estados

Mexicanos) — all that and a
zood deal o s copied from the
political and administrative institu- Area
tions of the northern neighbor.

Then the ‘Colossus of the Nori}
began to exert | rer its
neighbor. “Poor Mexico, so far from
God and so near to the United
Siates!” went the talk. Texas, occu-
pied by the gringos, declared inde-
pendence from Mexico in 1836, and
in the war with the Unitcd States
(1835 — 1848) Mexico lost more than
half its territory — besides Texas the

merican states of Arizona,
California, Nevada, Mexico and
Utah.
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Viva México! Mexicans love
their country and say so -
like the owner of this skiff
sailing through the lagoon
of Xochimilco south of Mex-
ico Gity, between floating
istands where flowers and
vegetable plants flourish.
The lagoon is all that
remains of an area of lakes
where the Aztec metropolis
of Tenochtiilan once stood
- patrictic avertones in
everyday life. The metto
Trabajar por México (wor-
king for Mexico) coined by
Allianz’ pariner BanGrecer

reflects the general m

In Mexico everything is now
directed towards overcom-
ing the ecanemic crisis at
whatever price and resum-
ing the path to growth. The
price is high, because real
incomes have had to be
painfully cut back as part
of the policy of austerity.

Resentment against the Yankees
reached its peak during the Revolu-
tion {(in which the USA became in-
volved). / ret the United States we
soon to adopt a different approach
towards Mexico and the other Latin
American countries, The ‘hig stick’ di-
plomacy of Theodore Rooseveli gave
way to the ‘good neighbor’ policy
of Franklin D. Rooscvelt which still

relations between the two

1t did nothing, for ¢
en Lizaro Cirdenas

0. oil companies in

Lot}

193 8. This move, which was in




1917 Constitution, was greeted with
wild enthusiasm all aver the country.
Lines of people formed outside

the Palacio de Bellas Artes in Mexico
City to hand in money and jewellery
— as well as turkeys, chickens and
pigs — as their contribution towards
the compensation to be paid.
Petroleos de México {PEMEX) is the
largest company in the country, If
Mexico privatizes ail the ancillary
businesses connected with oil explo-
ration and refining but leaves the
hard core of PEMEX in government
hands, this also has cmotional
connotations which should not be
undercstimated,

A revolutionary institution?

In his bock mentioned above Octa-
vio Paz declared the revolution dead.
This message would come up against
mild opposition in the political estab-
lishment even today because the ru-
ling party, which has been in power
without a break since 1929, calls it-
self Partido Revolucionario Institutio-
nal (PRI} and feels bound by the idcal
of permanent revolution. Whether
any revolutionary spirit still actually
survives in this broad center party
striving for social equality is open
question.

Draconian measures

The 43-year-old President Erncsto
Zedillo has commirted himself to
reforming Mexico from top to bottom
during his six-year term of office.
Before that, however, his government
has to deal with the latest crisis.

The currency debacle of Decem-
ber 1994 was sparked off by a clumsi-
ly handled devaluation of the peso.
When the exchange rate was subse-
quently freed the value of the peso
against the US dollar feli for a time by
as much as 45 percent. Thanks t an
emergency credit from the United
States and the International Monetary
Fund totaling US$ 48 billion Mexico’s
ability to meet its payment obliga-
tions was kept intact.

Mexico had been living beyond its
means. The policy of austerity which
was now introduced led to a real 7
percent fall in gross domestic product
in 1995, an increase in unemploy-
ment, numerous bankruptcies, and
a painful loss of income for private
households. The plunging pesc, on
the other hand, triggered a boom
in eXports.

The rate of inflation, which in 1994
had been throttled back to seven per-
cent, shot up to 52 percent in 1995,
The expensive moncy policy pushed
money market rates up to 80 percent
al times. Farmers, businessmen and
homeowners are groaning under the
burden of interest rates. They are
joining the £/ Barzon protest movce-
meni — which already has over a
million members — in droves.
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The plants of German auto-
mobile manufacturers in
Mexico ~ ali clients of
Ailianz - assemble vehi-
cles from imported compo-
nents. VW and Mercedes-
Benz have been operating
in the couniry for years
and were joined by BMW

in 1994,



The Teléfonos de México
{Telmex) company priva-
tized some years ago has
arranged some of its insur-
ance cover with Allianz
Miéxico. it will lose its
monopoly at the beginning
of 1997 because the tele-
communications market
has been opened up to
competition.

The recession has now passed its
peak but the recovery is taking longer
to materialize than expected. After a
fairly long period of prevarication the
government, unions and employers’
associations managed to reach agree-
ment on a joint action program. The
pacto signed in November 1995 is
mainly concerned with pay, taxation
and government price controls, and
is aimed at achieving real growth of
three percent in 1996 with inflation
dowr to 20 percent.

Successful consolidation

In a report on the economy of its new
member country dated July 1995, the
Organization for Economic Coopera-
tion and Development (OECD)
writes: “In carrying out structural re-
forms Mexico can point to a number
of remarlkable achicvements. The
deep-rooted state involvement in eco-
nomic activity has been substantially
reduced within less than ten years by
wholesale disposals of state-owned
property, bold reforms in agriculture,
liberalization of financial markets, and
a spectacular opening up of the eco-
nomy to international trade resulting
in the signing of the NAFTA treaty
and other trade agreements. Econo-
mic actvity will now he influenced
by market forces much more than
hefore, and the government has avoi-
ded reacting to the current crisis with
controls on the movement of capital
or protectionist trade barriers”.

Sacred Cows

Growth is at the forefront of econom-
ic policy in the longer term. In

order to be able to provide a million
additional jobs each year, Mexico must
increase its gross national product in
real terms by at least 5 petrcent a yeat.
The necessary boost to itvestment

is to be achicved partly by tax incen-
tives and reducing red tape. Privatiza-
tion is making rapid progress. The
number of state-owned companics
has fallen from around 1,200 in 1982
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- when Mexico relapsed briefly into
public sector ownership —to about 200,

The reform of employment legis-
lation demanded by the employers
has been ruled out by the government
up to now in order not to endanger
the traditionaf link between the gov-
erning party and the trade union or-
ganization Confederacion de Trabaja-
dores de México (CTM), Employment
legislation extremely favorable to
employecs is a sacred cow of the
Revolution. Employees can only be
dismissed if they are guilty of serious
loss or damage to the employer.
Otherwise hefty compensation must
be paid.




Banking and insurance

Most of the country’s banks were un-
able to cope with the burden of de-
faulting loans in 1995. Even large
banks were only able to keep their
heads above water with the help of
massive state aid. Finance Minister
Guillermo Ortiz estimates the total
cost at US$ 15 billion - five percent
of gross domestic product.

The insurance industry, by con-
trast, is faring relatively well. Admit
tedly premium income, according to
the insurance association Asociacion
Mexicana de Instituciones de Seguros
(AMIS), went down by 15 percent

BanCrecer, Allianz NMeéxico's
paringr in the insurance
business since 1995, has
set up its headguariers in
the center of the capital.
The “growth hank” is living
up to its name. In the
middle of the plaza where
the head office building
stands is the monument to
Columbus, One of the four
learned monks sitting at

the feet of the man who
discovered America is Bar-
tolomé de Las Casas, who
conducied a successful
campaign for the rights of
the original Indian inhahi-
tants for years atfter the
conguest of Mexico.
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On Lake Patzcuare, 125
miles to the west of Mexico
City, the traditional buiter-
fly nets are now cast only
for the fourists, Tourism

is very imporiant for Mex-
ico; in 1994 it brought in
foreign currency worth
U8% 4.2 billion and was
directly and indirectly res-
ponsible for 2 million jobs.

in real terms in 1995, Unde )
business made losses equal to 13 per-
cent of premium income, afier break-
ing even in the pre:

increase in organized crime is causing
particular concern.,

On the other hand insurers bene-
fited from the high level of interest
rates, which presented them with an
average return of approximately 40
percent. Profits before tax in 1995
thercfore ave rercent of pre-

mium income. The AMIS president
ounding a war-
ning, however. He sees a danger that
lower interest rates and improved
economic activity could make com-

petition deteriorate i
miums,

4 War on pre-

Private provision for the future

One of the main planks of the nat
al development plan is to encourage
people to take out private insurance
cover. The growth targets which the
government has set itself are only
¢ if the country ge

tment capital. The s
vings ratio is ther
from its cusrent level ot 1€
22 percent in the year 2000 by mes:
of tax concessions for s:
wider selection of savi




This policy is creating good busi-
ness opportunities for life insurers, par-
ticularly as the low level of insurance
coverage offers tremendous growth po-
tential. Only about four million Mexi-
cans have individual life insurance co-
ver at the moment and a further five
million are covered by group policies,

The same applies to privaie health
insurance which, according to the
association, covers only 1.7 million
people. The reforms expected in 1996
should make it possible to use the
compulsory statutory contributions
for private insurance cover.

Reform of the statutory pension
scheme is also closely connected

with the promotion of private cover. incame in Latin Amer

Legislation was approved at the end

of 1995 but the political debate about DM gn DM
the regulations for its implementation ) per capita
is still continuing, Mexico 9.5 105
Brazi ' 92 58
Pent-up demand Argentina 55 193
Venezuela 25 121
The economic crisis has had a serious  Chile 24 172
effect on new insurance business, Colombia ' 17 51
Whereas in 1994, according to the
insurers’ association, as many as 29 For comparison: USA 9331 3623

percent of registered automobiles were
still covered by insurance, the pro-
portion fell back to an cstimated 21
percent in 1995, Apart from relatively
insignificant third party liability insur-
ance for paying passengers, insurance
is not compulsory in Mexico. That is
expected to change, however, in the
not too distant future,

There is even more pentup de-
mand in other areas. Only two percent
of residential buildings and five per-
cent of small to medium-size busines-
ses are insured. The financial resour-
ces available are not always sufficient
for appropriate insurance cover. More-
over many Mexicans adopt a rather
laissez-faive attitude towards it. They
are only too willing to convince them-
selves that houses built of bricks and
mortar will not burn down and that
an earthquake catastrophe like the one
in 1985 wiil not happen again for
some time.

Berween September 19 and Sep-
tember 21, 1985, Mexico — and parti-
cularly its capital city, built on the un-
stable foundation of a dried-up lake -
was devastated by several powerful
earthquakes and resultant fires. After
the catastrophe, which claimed bet-
ween 10,000 and 20,000 lives, it be-
came clear that mast of those who
did have earthquake insurance were
hopelessly underinsured. The insur-
ance companies only had to pay out
200 million dollars out of a total da-
mage bill of some four billion dollars.
Premium rates for earthquake insur-
ance have had to be considerably in-
creased since then, making it much
maore difficult for people to take out
adequate insurance cover.

Souree sigmasSwiss He

increasing economic pros-
nerity is heightening the
importance of Mexico’s ser-
vices sector, Growth and
garnings opportunities for
insurers are believed to be
very good.
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With 16 factories genera-
fing annual sales worth
some DM 2 billion, Mexico
is an important market for
Mestlé. The group’s Mexi-
can cperation is insured
with Allianz.

From Cuauhtémoc to Allianz

Under a new statutory segulation con-
nected with NAFTA, companies regi-
stered in the USA and Canada can
acquire 2 majority shareholding in
Mexican insurance companies. For
the time being, however, this applies
only to companies which have a mar-
ket share of less than 1.5 percent.
Larger insurers are still subject to the
rule that foreign shareholders cannot
hold more than 49 percent of the
capital. These restrictions, like customs
duties within NAFTA, will be gradual-
ly eliminated by the vear 2000.

Allianz too has taken advantage
of the liberalization program. Until
recently it had a 49 percent sharehol-
ding in Aseguradora Cuauhtémoc, a
company founded in 1944 and taken
over by RAS in 1952: 15 percent was
held by Allianz directly and 34 per-
cent through the Group’s ftalian com-
pany. Now Allianz has acquired 100
percent of the capital through its US
subsidiary Aflianz, of America. The
actual figure is only 99.999 percent;
onc share is held hy Allianz AG in
Munich because, under Mexican law,
public stock corporations have to
have at least two shareholders.

The name of the company was
changed to Allianz México S. A, Com-
pafiia de Seguros. It was previously
named after Cuauhtémoc, the last
Emperor of the Aztecs and 2 stoical
martyr of the conguista.

NAFTA synergies

The expansion of Mexico’s economic
links abroad is bringing Allianz México
new clients. Most direct investment
from abroad comes from Mexico’s
NAFTA parttner, the United States. Most
of the multinational groups which
have placed their international insur-
ance business with Allianz Insurance
Company in Los Angeles also have
operations in Mexico and value the
fact that Allianz can give them first
class service there as well.

One sector generating particulacly
dynamic growth in commercial insur
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ance business is the so-called magui-
ladoras. These arc subcontract busin-
esses working mainly for US compa-
ries (to which in many cases they
belong) assembling vehicles or TV
sets, processing textiles, and carrying
out cther types of assembly or finish-
ing work. The maguiladoras already
employ more than 600,000 people
and are the second-largest earner of
foreign currency in Mexico after the
oll industry. Allianz has regional offi-
ces in two of the largest cities, Mon-
terrey and Tijuana in the notth of the
country.

The sharp rise in exports of Mexi-
can goods to the USA is grist to the




mill for Allianz México. It works
closely with its sister company in Los
Angeles to give Mcxican exporters
invaluable assistance in such things as
finding their way around the jungle
of US case law on product liability.
Last but not leasi, insurance busi-
ness arising from links with Germany
is extremely important for Allianz
México. Germany, with a large export
surplus, is Mcxico’s third largest trad-
ing partner, In terms of direct invest-
ment Germany is also the third largest
investing country. More than 300
German companies have operations
of their own in Mexico at the moment.
Many of them are clients of Allianz.

Direct investment in Mexico
from abroad reached a
cumulative total of 42 billion
dollars in 1993. The UK
{with 2.6 billion dollars) and
Germany {2.2 billion) lag
way behind the United
States’ iotal 0f 26.6 biflion

doliars. The 1923 law gov-
erning investment from
abrozd allows foreign
investors to acguire 100
percent shareholdings in
Mexican companies.




Carona (Grupe Modelo),
one of Allianz Miéxico's cli-
ents, is Mexico's fargest
brewer. it exports all over
the world, even to Ger-
many. In Mexico itself beer
gveriocok the national drink
Pulgue (with which, Inci-
gentaily, it can be mixed {o
very good effect) long ago.
Beer with a shot of Tequila
is called submarino.

Partnership arrangement
with BanCrecer

Allianz México and Grupo Financiero
BanCrecer 5. A. set up 4 joint insur-
ance company, BanCrecer - Allianz
Compaifiia de Seguros de Vida, in
1995 in order to secure 4 rcasonable
share of the potential market for pri-
vate insurance cover. The new com-
pany is now writing life and health
insurance business for both partners;
the banking group holds 51 percent
of the capital and Allianz has 49 per-
cent. The joint venture is managed by
Allianz México, while BanCrecer —
the second largest banking group in
the country, with more than 800
branches — has responsibility for mar-
keting,

Dynamic market

There are already a number of similar
“bancassurance” partmerships in Mex-
ico. The competitive landscape is
changing rapidly. Nearly all the state-
owned insurance companies have
been privatized over the last ten years,
and in the last five years deregulation
has made such rapid progress that the
insurance market is almost entirely
free of restrictions.

Some 56 insurance companies arc
currently operating in Mexico. About
two thirds of the market, which gener-
ated premium income of three billion
US dollars in 1995, is serviced by
four companies: Nacional Provincial,
Comercial America, Asemex and Mon-
terrey-Actna. The most important for-
eign minority sharcholdings in terms
of size are held by Aetna and AIG
{both American) and Mapfre (Spain).
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Many of the existing 56 insurers
will not be able to withstand the
heavy cost pressures and will disap-
pear from the scene as independent
companies. On the other hand others
are expected to move into the market
from abroad.

In the opposite direction Mexican
insurers see business opportunities for
themselves in the United States, where
an estimated 15 million people of Mex-
ican origin are living. Some 60,000
Mexicans emigrate over the border
each year. There are many more, how-
ever, who cannot resist the attractions
of the El Dorado of the north and who
clamber aver the wire fence along the




fronier (called the Toridlla curtair),
im across the Rio Grande, or mz:
there by other illegal
mear

Excellent prospects

economic development, the Mexican
character is currently ass

|

ith its eventful history and volaril

gr
rejected the id o> making
y in the political and
fld. More than ev
hefore, the country is aspiring to join
the league of democratic industrial

nations, which first requires 4

in mentality. The road leads from an
authorit

from interventionist |

market economy, and f

from one day to the ne: 0
individual responsibility for the future

These are the best possible condi-

tions for a community to prosper.
Allianz’ involvement in the country
make the Group well placed to sharc in
the dynamism of the Mexican market.

e people of Mexico have
every reason to look hope-
fuily toward the future,
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B NMew Accounting
Hegulations

The annual ﬁnmmal statements and
managément. reports -of insurance

companies for 1995 have (6} be diatn

Ceup. unclcr new accounting regulanons
based on Germany s. Insurance

Pension costs and depreciation
charges on furniture and equipment,
which previousty had to be shown

. under separate expense headings in
"the non-underwriting section of the
-income statement, now have 1o be

allocated — like all other personnel

“and general expenses — o operating
fanctions (such as underwriting or
",‘cla:ms setilement). This change has
-the effect of rcduung the underwrit
“;mg profic while- beneﬁtmg the-
“hon underwmmg result by l:he sarne
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Allianz AG
Lings of rainsurance written

Life insurance
Health insurance
General accident insurance
General liability insurance
Automobile insurance
Aviation insurance
Legal protection insurance
Firs insurance
Burglary, theft and robbery
insurance
Water damage insurance
Glass insurance
Siorm insurance
Household effects insurance
Homeowners insurance
Hail insurance
Animal llivestock) insurance
Engineering insurance
Qmnium insurance
{comprehensive
cover for goods during

the manufacturing process)

Marine insurance
Credit and bond nsurance
Extended coverage
Business interruption nsurance
Emergency assistance
Aircraft and spacecraft
llabllity insurance
Other property and casualty
nsurance

- iAuTomoblle
‘Fm?

‘ - Liability,
 Personal-accicent

Homeewners © -

“Maring RRY

Legal expenses 2628 - 164
Life o S15495 T - 698
Health L 3017 8 07,
Other _ f CR9G 501

rate was again up on the previous
year.

Allianz AG achieved an underwr]t
ing profit in the year under review of-
DM 134.1 miflien before transfers to -
claims equahzauon ang SIrmlar reser-
ves (1994 loss: 13.7- mﬂllon)

*The sum 0 be- transferrcd G the o

B Reinsurance

Besides serving as holding company
for the Group, Allianz Aktiengesell-
schaft Holding (Allianz AG) also acts
as the Group’q reinsurance carrier;
‘generating mMost, premiums from ..
Group subsu:harles and from other”
companies in Whlch Alhanz has an’
equity” interest. : SRR
Gross prermums rose by 2“1jper- s

Alllanz AG
Gross premlums wntten and\

Enginéering

Househeld effects -
Business Interruption

23
“23ke

Total . s T

82



of life reinsurance on the portfolio as
a whole resulted in an increase in the
overall loss ratio on own account,
excluding expenditure on surrenders
and retura premiums, from 59 per-
cent to 61.1 percent. In the non-lifc
sector, on the other hand, the loss
ratio fell front 71.8 percent to 67.1
percent. Expenses, consisting largely
of reinsurance comrnissions, amoun-
téd 10'23.2 percent (1994: 22.8 per-
C cent). of gross premiums. This in-
crease, 00, Was due to the reduction
- in life m.surancc prcrmums alrcady

- ‘”menUo'ed RN

h1gh Ievel Prov1snons'had agam to
* bé sct aside in° 199‘5 for outstandmg
clairns. The underwriting foss. before
transfers 1o claims’ cquahzatlon and.-
similar reserves fell to DM 75.1 mil- -
lion (1994: 101.2 million).

:."contmued L0
~for this is the
- :charges and at ;rneyq fees'as-of
:}uly 1,1994. The line ended 1995 with
“'a heavier Toss thidn the previous year.

Personal accident reinsurance
showed above-average growth with
2 13.8 percent increase, originating
almost exclusively from Germany.
Reported profit also once again rose,
compared with the previous year.

Premium income from the -
refnsurance of engineering business
remained almaost consiant. The loss
before transfers to the claims equal-
tzation reserve fell substantially,

‘especially as the number of major

losses in non-German markets was

“below the previous year’s level.

Prc,mlums WHIICH IIl bomeowners

| reinsurance 1ose by 4.6 percent.

Growth Was also boosted by the trend

commmncnm i othcr marketq were
rt:duccd Fhe Contmumg rLCovcry in’

> ratket. and-also
of certaini sectars of
el i .'ncreaged profits
cr to clmms cquahz&txon

ses. 'remsumnce merovcd resuhs
riorate. Thc reason
et of increased legal

Premium income in fife reinsur-

. ance dm’um‘;hed by nearly 24 percem
in the year under review. This was
_— due to changes in rf:me,urange con-
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~ tracts with the companies in the US,
who retained a-greater proportion of
their business. However, the under-

, wrmng result lmproved

Healﬂa remsumnce premlums

B Investments and
Total Earnings

Allianz AG’s investment porifolio

increased in 1995 by nearly. DM 6.0
_ billien, or 17.0 percent, to.DM 41 1
o ;rblihon (1994: 35.2 bﬂhon)

Under the new reporting I'Ule in-

e ?:VCstmenLS are broken. down it four‘;'

areas. The | ﬁrst of these is real estate;




ary Deutsche Lebensversicherungs-AG
was sold to Allianz Lebensversiche-
rungs-AG; Deutsche Versicherungs-
AG’s portfolio including the relevant
investments was teansferred to a
successor company of the same name
“and the shell of the old company
*'merged with Allianz AG. As Deutsche

. Vers1cherungs AG’s net worth was

apprecxably loweér than.its book value
- with' Allianz AG; this ptaduced an
‘.nary book loss. that was

St mterests of DM
S ‘:' , bﬂhon) and.

creased to DM 14.6 billion (1994
13.6 billion).

Curvent income from investments
amounted to DM.1,854.5 million
(1994 1,984.5 million), less than the
prev1ouq year 5 ﬁgure owmg ch1eﬂy
mbuuons in 1994.of DM. 176.4 rml .
tion under “FK-56”. Income includes -
m’i:erest on; funds \Held by 'othefs




4 Looking ahead

- Increased net profit
o The' mergmg of the old shcll of Deut-  The renewal negotiations for 1996
- sche -.V(,rmcherungs -AG wtth Allianz between- Allianz AG and subsidiaries
= AGH ~and affiliates resulted in particular in.
- .arestructuring of the reinsurance
':reIatlo”“hlp with“the German Allianz
"Companles Increased Own retenl:lons

th of these compames ThlS-'—
lowdown i sales growth



Finar_l-cial Statements
Allianz Aktiengesellschaft
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alance Sheet at

Assels

December 31,

1895

e

o DM in thuusands
1995 ' 1994

'A. Investments

L Rea\ estate

678,841

643, 328

I Investments jn submd:anas and affiliates 20 843116-________ ) _' - 16186 962
ili. Dther mvestments ‘ 5 005,204 ) 4, 71 O o4
i \V Funds heid by [ﬁhers under rems.urance Contracts 14,607,208 13,614,128
: 41134364 - 35185124
B, fRecewabIes ‘ .
7 Nlr'."Arccounts receivable on rginsurance business 421,236 351175
“including 164,065 (1 994: 125 945) fmm subsadlar\es ) 3 -
;mcludmg204 275 (1994; 166 323) from aff ife S
: "Iil‘.,Dther recewabies_ . - 568,086 L 1146,745
989822 - 1497.620.

43901 T 68485
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Liabilities
B DM in thousands
’ 1995 1995 1995 1994
A. Stockholders’ equity ~ .
|, Capital stock 1,131,374 1,040,000
11, Additional paid in capital - 9,296,236 7481942
M. App"r_e'briated retained earnings ) o
1. required by faw 2,403 o 2,403
2. other 237,767 2,054,267
2,275,170 2,056,570
I¥. Unappropriated retained earnings 362,040 312,000
' 13164820 10,390,612
'B. Parficipating certificates 864,956 846,052
€. Special untaxed reserve 53346 .. 99%160
7D.7'Ir_|e'u§anee rese'rees
I. Unearned premiums
1. Gross 1,670,837
2. less: , o
 amounts ceded 616,014 o I
054823 il
II. Aggregate reserve : -
1. Gross 13847683
2 _IeeS: o
amounts ceded 1,450,868 R
- 12,396,815
IIl. Reserve for losses and loss adjustment expenses o .o :
T Goss 9,793,990 8720842

2. less:

amounts ceded 4,482,654 o 420407
D 5311336 4,446,675
m Reserve fer experience»-re-ted and other premium refunds T 77
1. Gross N 134,443 17T
2. less: :
amounts ceded 69,659 62,309
- ] 64784 49963
V. Claims equalization and simllar reserves 655,693 415569 -
VI, Other insurance reserves o
1. Gross 294501 218929
2. |ESSZ”7 T Lo
amounts ceded 57,203 57335
) ] 237,398 161,504

10720940 17,479,749

89

‘: o DM in thousands
1995 1995 1994
E. Other accrued liabilities 3,459,271 __'_3-,38_1':@)
F. Funds held under ~
_reinsirance contracts 1704324 1,663124
G. Othier liabilities o ; o
. Accounts payable on reinsurance husiness ; __________ 354266 249120
_ingluding 313,355 (1984: 183,952} to s_ubsidiaries” B b
~ingludling 1,541 (1994: 842) to affiliates [ - -
. Liabilities to banks 623,104 -
I, Miscallaneous liabilities R Lo 2197962 - 1,227,031
- ingluding: taves of 4,208 (1994: 18.348) o g o
2,043,743 (1994: 915,196} due to subsidiaries.
57,177 (1994: 176,916) die to affilates a i LT
B ¥ 3175332 0 1476151 0 o
-, Deferred income _ 1467 - 314
: 42184465 BOTATEL -




7 Income Statement

for the period from January 1 to December 31, 1985

DM in thousands

1995 1995 1995 1994
. :l_l_nderwriting accourt

1. Net premiums carned
a)  Gross premiums writien 9,930,069 9,728,805
by Premiums ceded -3,813,990 -3,859,523
o ) 6,116,079 5,868.882
¢} Change in unearnied premiums — gross - 84588 - 106033
) Changeﬂin unearned o
premiums ceded - 24849 48,694
) - 109,437 - 57,339
5,008,642 5,811,543
2. Credited in't:e"r'gst on special reserves - net ' 739,155 §79,625
3: Other urderwriting income - net 19,913 20,130

ﬁif[oésiexpeqses - net
a) Claims paid N
" 2a) Gross -5872570 -5,677,643
bb) Amounts ceded in reinsurance 2,337,958 2,406,841
-3,634512 -3,270,802
‘ b) Change In reserves for losses and loss adjustment expenses ) o
ag) Gross ~ 647,861 - 880,155
bt Amounts ceded in reinsirrance 251,948 , 425,495
- 305913 454,660

4030525 3725462

5. Change in other insurance reéervesr— net

- 786752 -1087,790

b E S_ub’fnta!

6. Premium refund payments and change in reserves — nat - 32,989 - 22,856
7 'Un'c'_ierirv'ri't'ing BXDENSSS - N6t -1,389,829 -1276,836
8. Misceﬂanequs undeir'WritJng expenses - net - 391,559 - 402,0@
13405 - 15.709

W&ﬁmégquanzaﬁon and similar reserves - 240,124 - -ﬂ 1,667
1. Underwriting result - et - 106068 - 125376
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1895 1985

DM in thousands
1895 1994

Il. Non-underwriting account

1, Investment income S 2,549,190 2,222,039
2. Investment expenses - 490,290 - 677,682
] ] ] 2,058,900 1544 357

3. Credited interest on speciai reserves - 845,017 - 783,240
1,213,883 761,117

4. Other ncome.

348805

318,135

5. Gther sxpenses  ~ i ~ 618,106 480963
- 269501 _ 161828
6. Non-underwriting result o 044382 599289

- 7. Earnings from ordinary activities before taxation

. bag31a - 473913

8 Bxtraordinary mcome .7 T 896,900 -
9 Extradrdinary 8Xpenses -1,351,742 -
10 VF{es-uﬁ from exiragrdinary items 7 i ' . . 454842 7 -
M. Income taxes o = 102,846 - 334,297
less amounts charged to subsidiaries o 401,088 ) 325118
208,142 - 8179

12 Cthertaxes . - 5089 . - 6334
less amounts charged to subsiciaries o ) ) ) 3,895 9,100

- 1,074 2,768

297,068 - 6413

13, Net income 680,540 467,500
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Notes to the
Financial Statements
of,AIIianz AG

o ket vi [ue ift gcdordance tyith-the ‘
: *German. Commeraal ; ', ode (§ 25 3 (2)

Legal Regulations

The financial statements and Manage-
ment Report have been prepared for
the first time in accordance with the
regulations contained in the German
Commercial Code (HGB), the Cor-
poration Law (AktG), the Law on the
supervision of insurance enterprises
{VAG), and the Government Order
on the external accounting require-
ments of insurance enferprises
{RechVersV), as amended by the In-
surance Accounting Directive Law
(VersRiLiG) dated June 24, 1994,
The above-mentioned regulations
for the Company as a reinsurance

- company not only address the special

contents of the finaricial statements
and Managerient Report but also the

: .'extended deadlines for their prepara-
7 tiph.-/ :
5 statemcnts are stated

-‘iamounts in-the financial

and rounded

: Accumulated '

s dcprccmndn Depreaatlon has been
- calculated at ihe highest rates allow-

* _able for tax puiposes using the .

.. straightline or declmmg balance

methods

K Inz"eSImen'ts in subsidiaries and affi-

liates and other long -terti. eqtiity

" investments:
. are recorded at cost — sub]ect to the

plained- under secui-
i‘dowm 0 fa1r ot
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Tangzble ﬁxed : sse

:‘-Recewables : - R
have been: recorded a ':ace Value Iess L
repayments. T hcy consist of the L

- following: . :
‘2 Laans to subs1dtar1es

Stocks, investment fund units, bearer
bonds and other fixed income and
variable income securities as well as
other investmentis
are valued at the lower of cost or fair
market value on the balance sheet
date in accordance with the German
Commercial Code (§341b(2) in con-
junction with §253(1) and (3) HGB).
Lower values established in the past
are retzined even if the fair market
value at the balance sheet date is
higher, :
The same applies to securities is-
sued by subsidiaties or affiliates which,
by their nature or in view of the term
of the investment, have 10 be valued
as current assets, even if they have o
be classified as investments in subsi-
diaries or affiliates. ‘

A average-cost has been estab-.
lished whese securities of the same
kind were pufchésed at‘-differentfcost.

_ _ets and mvenmmec o
are'recorded a ‘cost Iess "ax-allowable o

b). Registered bonds - :

¢) Dehenmares and loans

dy Bank deposits .

e) Funds held by others under
reinsurance contracts assumed

f) Accounts receivable on
reinsurance business

g) Other receivables

h) Cash with banks, checks and

- cash on hand-

) “Aceried ‘inferest abd rents.

. Insurance reserves

consist of the following: -
Unearned premiums
Aggregate reseive:

- Reserve for losses and loss adjustment
~expenses
‘Reserve for premium refunds (other

than experience rated)
Other Insurance reserves.




These reserves were set up accord-
ing to information provided by the
ceding insurers, estimated to a certain
extent. The reinsurers' shares were
calculated in accordance with the
reinsurance contracts.

The claims equalization reserve,
the reserve for nuclear plants and the
product liability reserve for major
pharmaceutical risks were calculated
for the net retention portion accord-
ing to § 341h of the German Com-
mercial Code in conjunction with
§29 and §30 of the Government
Order on the external accounting
r‘cq_uifemcnts of insurance enter-
prises.

Other accrued liabilities
~ 'The pension accruals are calculated
actuanally based. on the mortality
“tables of Dr. K. Heubeck. The present
value: calculanon is-in accordance
- with Gérman income tax law (§ 6a

: EStG) The full amount of the-Hability
CC .calculated in; th1s Way has been re-

- a6 pfo; cted The reserve for early

S 'renrement beneﬁrs has been caicu

to tdx regulanons has been allocated
. .ddditl()nal amounts on ‘the basis of
-commemal law

Lz’abz'h'tz'es cbnsz‘?st of:
a) Participating certificates
b) Funds held under
reinsurdrice contracts ceded
c) Acco'unts payable on
reinsurance business
yilitics to hanks

These liébiligi_és are recorded at the
amounts payable at maturity.
Annuities are recorded at present
value.

Miscellaneous deferred income
Discounts carried forward under this
heading are being spread over the
remaining life of the related receiva-
bles.

Approximation and

simplification procedures

The reinsurance cessions of indivi-
dual ceding insurers are accounted
for up to 12 months late owing to
their statements of account not being
received in time. This business ac-
counts for just under 8 percent of
gross premium income,

Foreign currvency translation

Land and longterm equity invesi-
ments are translated from foreign cur-
rencies into DM at historical ex-
change rates. Securities denominated
in foreign currencies are stated at the
lower of historical DM cost or market
converted into DM at the balance

" sheet date. The other balance sheet

items are valued in accordance with

-established principles. for eurrency
translation. for open and — where

applicable — closed positions.
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Development of Assets A.l through A.IN. in Fiscal 1995

‘Supplementary Information on Assets

Additians

Values stated at 12/31/1994 B
_ e
All. Real estate 643,329 30 118259
Adl. Investments in subsidiaries and affiliates ) o B
- 1. Shareholcings nsub3|d|ar\es 13,300,969 618 12,861,554
. - 2:Loans to subsidiaries - 985200 45 860570
© 3, sharblioldings n aﬁ\hates 1,897, 788 B4 465169 -
- 4 Lodns tq-aﬁli\ates - - 75
i ,subtptal,a,u. L 16,186,962 75.1 14,187,368
fl"‘A i, Otfier investmients o B B
' Stooks, |nvestment fund units and other vanable income securities 2,277,568 10.6 571,024
L2 Bearer bonds and other flxed ncame securlties 2,281,497 1048 964,838
116,000 05 -
25,112 01 35
1,380 0o 72,195
15147 0 O . -
S 4710764 . 219 1628092
1000

21,540,995

-~ 15,931,719,




DM in thousands

Transfers ‘Disposals - Revaluation = Depreciation Netincreases(¥) - Valles stated at 12/21/1995

. Uisposais (-] o ‘ .- %.‘

Yt AL 37440 - 35512 6reB4l Y

388 . 7667453 - o UB194489 1849458

o i543806.. . .- o f oo U GAgn3s’ o B04g7p
12000303923 0 = B3B8 oL 144800 - 2042688 0 .- IT
el T R T R I

4,656,115

400 8515266 16358 4 D0BA3G. . 785
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Capital , . Additional paid-in capital (Liabilities A.ll)

In June 1995 the capital stock-was - . o ‘ : ) DM in thousands
Jincreased from DM 1,040,001,000 to . 12/3171984. .~ ‘ L . 7481942
“DM 1,114,286 800 in. the tatio of-onc "+ - Tansfer from capltal increase 1995 - S 1412004

new share for every 14 held The +"Transfer from optica warrants exermsed o 402,280
,1s<;ue price was DM 1, 000 per share ‘ 72/31/1995 O o ‘ ‘ 9,296,236

: bubsequently during fiscat 1995 war- . -
. rant-options were exerased for shg.rc:s '7 Appropriated retalned earmngs (Llabnlmes AlllY
with-apar Valuc of DM 17,087,200, AL "~ . , e ‘ : - L .
3December 31, 1995, the cap1tal s*tock S _' S Co DM in thousands
-amounted-to DM 1,131,374;000: Be G O T
'-twcc:n thc end’ of the year and; '-f‘, R R NS : feto.
- 199¢ SRR S T TS .. income | 12/31/1995

-with:pi _3vot1ng r1ghrs arid fo’ nghts tor par' i
empnve nghts for shares, can beis .pate in & y:proceeds of liquidation. .
sued up to September 30, 1998 P The dividend payablf: on a part1c1',_f
- Now that the warrant options due - pating certificate is 24 percent of thar
to expite in 1996 have expn:ed on .~ paid by the Company on a share of -
March 29, 1996, therc; is still a fupthc_r‘ cap1tal stock Wlth 2 par value of DM
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Special untaxed reserve (Liabilities C.)

CMin thpusands

12/3111994 Transfers  Dissolulion  12/31/1995

Reserve accordi-hglto § 6D ESIG 30,860 32,448 ) 9,962 53,346
Reserve according to § 2 DDR-IG 968,300 - 968,300 -
999,160 32,448 978,262 53,346

Total

Other accrued liabilities
(Liabilities E.)

The pension obligations of all Allianz
companies in Germany, except for
those of Deutsche Krankenversiche-
rung AG, are accrued in the financial
statements of Allianz AG because the
Company has assumed joint liability
for the pension obligations and un-
dertaken to fulfill them. In addition
to pension and similar reserves of

- . DM 3,290.624.million (1994: DM
3,122.218 milliosn) -and accrued taxes
of DM 166.822 million {1994; DM
217.895 million) the Company has

.Long-term-and secured liabilities

miscellaneous accrued liabilities of
DM 41,825 million (1994: DM 41.822
million), including DM 14.845 mil-
lion for costs of the early retirement
scheme shared throughout the Group
and DM 8.000 million for contingen-
cies.

Deferred income (Liabilities H.)
Debt discount of DM 132,000 on mis-

cellaneous loans is shown under this
heading.

DM It thousands

Pariod 0 maturity mare than Ey@

Participating certificates 864,956
Other fabilities 56,080
Total 921,036

DM 4.703 million of the miscella-
neous liabilities are secured by mort-
gages or annuity charges.
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Gross premiums written (Income Statement [.1.a)

7 Supplementary Information on the Income Statement

DM in tﬁousan_ds

‘pmes)

.-Change m otherr net insurane

Credited interest on special
reserves - net (Income Statement 1.2.)

The amount of investment income
transferred under this heading from

the non- underwntmg section to. the
underwiiting seétion of the income .~ .
statement is calculated in accordancc -
with § 38 RechVersV (the Governi.
ment Order on the external. accoun- .
ting reqmrcmcnts of msurance entes:

1122535 {inicol

1995 1994
Property and casualty busén-ess-- 8 380,598 7.BoE071
Life business 1,649,471 2,032,734
Total 9930060 9.728,305
Investment income (Income Statemant 1.1
. DMin thdusands
1995 - - 1995 . 1994
& Inéome from squily investrments - 310,208 569,865
. including from sutsidiaries: :
175,585 {1 994 345,582) )
b) Income from other investments
mcludmg from subsndianes
‘676 067 {1994. 632 1 95)
) Income -
- tram real esta{e 131 192 142 @32
) from mlscellaneous mvestments ,1130 850 - .
1,262,042
o) incomefrom Tevaluations 610 12545
o) Realized \nvesiment gains 7 612_[597 2.15‘166
g) Incomé from proﬂt poo\_lng and _ 73 ‘ o
“profit {ransfer agreements 282,271 150,041
f) _Income from the release of o ,
_special untaxed reserves 81,367 9,851
Tofal 2,549,199
Investment expenses (Income Statement H2)
) DM in thousads
o o o 1995 1994
) Investment management, interest charges and o ‘
other investment expanses 321,259 145,882
k) .Depreciatian and write-owns on investments 122,052 489 854
o) Realized investment losses 14,531 - 3196
d) Increese in special untaxed reserve 32,448 33,750 -
 Total
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490,290

7264571

,2.222@: .

677,682 -

(§ 8b FStG)
Otier m‘come- (:.nc-cméf'stéiériheht 4y SRR

The most important items undt:r th15
heading are DM 231; 419 rmlhon ‘ R
rcfunded by domcsmc Group compa T
nies in tespect of pensmn dosts. for”

their employees accrived in the finan.
cial statements.of Allianz AG, and for-

eign currency gains of DM 64.265 -




Other expenses
{Income Statement 11.5.)

This heading comprises mainly pen-

.~ sion costs for the employees of do

 mestic Group CDI’de.niCS (DM 231.419
: mﬂhon} interest and similar expenses

EN (DM 219 747 rmlhon) and foreign

"rency losses (DM 111 72] mﬂhon)

; ordmary mcome

released would have been DM 71.400
miltion, so that DM 896.900 million

~of the total released represents extra:

ordinary income as a resuit of the

" merger.

The extraordmary expcnseb of
DM 1,351.742. mﬂh_on. repre_sent.t_he
loss from merging the old Deutsche.

Veisicherurigs AG with Alfianz AG.

352 940_' s




B Other Information
Contingent liabilities and other
financial commitments

At December 31, 1995, the Company
had contingent liabilities under guar-

antces amounting to DM 14,788 milli-

on, matched by rights of recourse for
the same amount.

Guarantee declarations have heen
given for the bonds with equity war-
rants attached issued by Allianz
Finance B.V,, Amsterdam, in 1989 and

1993, and for a deferred anauity agre-

ement sighed by Allianz RAS Scguros
y Reaseguros S.A., Madrid.

In fiscal 1996 Allianz AG has given
a guarantec for the debenture issued
by Allianz International Finance NV,
© Amsterdam.

Alltanz AG has also provided sev-
eral foreign subsidiaries with a stan-
dard indemnity guarantee which can-
not be guantified in figures.

Under the terms of management
control agreements with the compa-
nies in Allianz's Property and Casual-
ty Insurance Group in Germany the
Company has statutory chligations to
take over any losses made by those
comparies.

Potential liahilities amounting to
DM 585.254 million were cuistan-
ding at the balance sheet date for calls
on equity stocks not fully patd up.

Commitments under forward
c¢xchange transactions amounted to
DM 13.657 million.

The other financial commitments
outlined above include DM 460.557
million towards subsidiaries.

Effects of adjustment
for tax purposes

Releasing the whole of the special
untaxed reserve under § 2 DDRIG of
DM 968.300 million in connection
with the merger of the old Deutsche
Versicherungs-AG has boosted car-
nings. However, after taking into
account special tax-allowabie depre-
clation charges, amounts transferred
to special untaxed reserves under
§6b EStG, and the retention of write-
downs which could have been
reversed, the overall effect on net in-
come for the vear was no more than
marginal.

The future effects on earnings of
valuation adjustments made for tax
purposes will be spread over several
vears and will not be material for any
one year.

Amounts totaling DM 114.489 mil-

lion have not been written back, for
tax reasons, in fiscal 1995.

100

Personnel expenses

Allianz AG has no employees.

The compensation of the Board
of Management for the vear totaled
DM 4.308 million (1994: DM 3.713
million}, that of former members of
the Board and their beneficiaries
DM 5.319 million.

Pension costs for the year amoun-
ted to DM 3.992 million (1994:

DM 2.398 million). The amount set
aside for current and future pension
benefits of former members of the
Board of Management and. their
beneficiaries is DM 38.915 million.

Supervisory Board fees for the
year, including remuneration based
on financial performance, totaled
DM 1.023 million.

The names of members of the
Supervisory Board and of the Board
of Management are listed on pages 2 .
and 5. o

Munich, May 20, 1996

Allianz Aktiengesellschaft

The Board of Managément

Drt. Schulte-Noelle  Dr. Breipohl
Bremkamp Dr. Gavazzi

Dr. Hagemani Hansmeyer
Dr. Rupprecht



Independent Auditors’
Report
Allianz Aktiengesellschaft

The accounting records and the fin-
ancial statements, which we have
audited in accordance with professio-
nal standards, comply with the Ger-
man legal regulations. The Financial
Statemenis of Allianz Aktengesell-
schaft Holding present a true and fair
view of the net worth, financial posi-
tion and results of the Company in
compliance with accounting princi-
ples generally accepted in Germany.
The Management Report on Allianz
Aktiengesellschaft Holding is consis-
tent with the Financial Statements.

Munich, June 5, 1996
KPMG Deutsche Treuhand-Gesellschaft

Aktiengesellschaft
Wirtschaftsprifungsgesellschait

Gerd Geib, - - Herbert Loy,
Wirtschaftsprifer  Wirtschaftspritfer
{independent {independent
auditor) ‘ auditor)
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= International Advisory

DR. HEINRICH VON PIERER
President and Chief Executive Officer
Sicmens AG,
Germany
Chairman

DR. UMBERTO AGNELLI
Former Vice Chairman
Fiat §.p. A.,

Itaty

JACQUES CAIVET
Président du Directoire
Peugeot 5. A,

France

ROGER FAUROUX
Ancien Ministre de UIndustrie et de
I'Aménagement du Territodre,
Président d'Honneur de Saint Gobain,
France

AARNCUT LOUDON
Chairman of the Supervisory Board
Akzo Nobel NV,
Netherlands
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oard

HELMUT MAUCHER
Managing Director
Nestlé AG,
Switzerland

SHINROKU MOROHASHI
Chairman
Mitsubishi Corporation,
Japan

SIR DaviD StMon, C.B.E.
Chairman
The British Petroleum Company PLC,
Great Britain

JAVIER VALLS TABERNER
Presidente del Consejo
Banco Popular Espaficl,
Spain



Joint Advisory Council of the Allianz Companies

DR. KLAUS LIESEN
Chairman ol the Supervisory Board
Ruhrgas AG,
Chairman

Dr. HANS ALBERS
Chairman of the Supervisory Board
BASF AG

DR.-ING. E. H. KLAUS BARTHELT
Former Member of the
Board of Management
Siemens AG

DR. KARL-TIERMANN BAUMANN
Member of the Board of Management
Siemens AG

ALFRED BAYER
Former State Sccretary
Chairman of the Board of Management
Isar-Amperwerke AG

DR. HELLMUTH BUDDENBERG
Deputy Chairman of the
Supervisory Board
Deutsche BP Holding AG

HENZ DURR
Chairman of the Board of Management
Deutsche Bahn AG

DR. MICHAEL FRENZEL
Chairman of the Board of Management
PREUSSAG AG

DRr. THOMAS P. GASSER
General Manager
Senior Corporate Officer
ABB Asea Brown Boveri AG

DR. REINER MARIA GOHLKE
Chairman of the Executive Board
Suddeutscher Verlag GmbH

DR. UWE HAASEN
Yormer Chairman of the
Board of Management
Allianz Versicherungs-AG

DR. H. C. HANS-OLAF HENKEL
President, Bundesverband
der Deutschen Industrie e V.
(German Federal Indusiry Association}

DR. JURGEN HERAEUS
Chairman of the Executive Board
Ileraeus Holding GmbH

PROFESSOR DR, WOLFGANG HILGER
Former Chairman of the
Board of Management
Hoechst AG

Dr. LUDWIG HORATZ
Chairman of the Supervisory Board
Phoenix AG

MARTIN KOHLHAUSSEN
Speaker of the Board of Management
Commertzhank AG

DR, HERMANN KRAMFR
Member of the Board of Management
VEBA AG

Dr. DIETMAR KUHNT
Chairman of the Board ol Management
RWE Akticngesellschaft

Dr. DR.-ING. E. H.

MANFRED LENNINGS
Chairman of the Supervisory Board
Fried. Krupp AG Hoesch-Krupp

FRANZ NEUBAUER
Former Stale Minister
Chairman of the Board of Management
Bayerische Landesbank Girozentrale

DR, GEORG OBERMEIER
Chairman of the Board ol Management
VIAG Aktiengescllschaft

PROFESSOR DR. KLAUS POHLE
Deputy Chairman of the
Board of Management
Schering AG

HELMUT RICKE
Former Chairman of the
Board of Management
Deutsche Bundespost Telekom

DR.-ING. E. H.

GUNTHER SASSMANNSHAUSEN
Member of the Supervisory Board
PREUSSAG AG
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DR. H. C. WALTER SCHFEL
Former President of the
Federal Republic of Germany

DR. HERMANN SCHOILL
Chairman of the Exccutive Board
Robert Bosch GmbI1

JURGEN E. SCHREMPP
Chairiman of the Board of Management
DaimlerBenz AG

PETER SCHUIIMACHER
Member of the Supcervisory Board
Heidelberger “ement AG

DR, RON SOMMER
Chairman of the Board of Management
Deutsche Telckom AG

HERIBERT SPATH
President
National Federation of German
Skilled Crafts and Trades

PROFESSOR DR. DR.-ING. E. H.
DIETER SPETHMANN

Lawyer,

Former Chairman of the

Board of Management

Thyssen AG

HANS PETER STIHL
President
Association of German Chambers
of Industry and Commerce

DR. KARL-HEINZ WESSEL
Partner, Bankhaus
Sal. Oppenheim jr, & Cic. KGaA

DR. MARK WOSSNER
Chairman of the Board of Management
Bertelsmann AG

BERND WREDE
Chairman of the Board of Management
Hapag-Lloyd AG

DR. KIAUS ZUMWINKEL
Chairman of the Board of Management
Deutsche Post AG



Important Addresses

Germany

Allianz Akiengesellschaft
Koniginstrasse 28
D-80802 Munchen
T 089/3 8000
Fax: 089/34 99 41

DR HENNING SCHULTE-NGELLE
Chairman of the Board of Management

Allianz Lebensversicherungs-AG
Reinsburgstrasse 19
D-70178 Stuttgart
@ 07 11/66 30
Fax: 07 11/6 63 26 54

DER. GERHARD RUPPRECHT
Chatrman of the Board of Management

Allianz Versicherungs-AG
Koniginstrasse 28
D-80802 Munchen
& 089/3 8000
Fax: 080/34 9941

DR REINER HAGEMANN
Chairman of the Board of Managenient

Deutsche Krankenversicherung AG
Aachencr Strasse 300
D-5(:33 Koln
@ 02 21/57 80
Fax: 02 21/57836 94

DR, Jax BOETIUS
Chairmarn of the Board of Management

Deutsche Versicherungs-AG
Breite Strasse 30/31
[-10178 Berlin
B 030/939 40
Fax: 030/93 543200

DR, GUNTER ULLRICH
Chatrman of the Bourd of Management

Deutsche Lebensversicherings-AG
Breite Strasse 30/31
D-10178 Berlin
& (030/93940
Fax: 030,03 94 5803

Allianz Kapitalanlagegesellschaft mbH
Reinsburgstrasse 19
D-70178 Stuttgart
07 11/6063 1500
Fax: 07 11/663 38 63

DR, KLAUS DAVID
Chief Executive Officer
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Regional insurance centers
and joint operations of
Allfanz Versicherungs-AG

Allianz Versicherungs-AG
Zweigniederlassung
fiir BadenWirttemberg

Uhlandstrasse 2
D-70182 Swittgart
& 07 11/2 1730
Pax: 07 11/2173170

Dk, PETER ADGLFF
Chief Executive Officer

Allianz Versicherungs-AG
Zweigniederlassung Berlin

Joachimstaler Strasse 10-12
D-10719 Berlin

& 030/88940

Fax: 030/8894 4000

MICHAEL BECKOR
Chief Executive Officer

Allianz Versicherungs-AG
Zweigniederlassung
fir Norddeutschland

Grosser Burstah 3
D-20457 Hamburg
= 040/36170
Fax; 040/3657 72

DR, ALFRE( GOSSNER
Chief Executive Officer

Allianz Versicherungs-AG
Zweigniederlassung
fiir Nordrhein Westfalen

Kaiser-Wilhelm-Ring 31
D-30672 Ksln

® 0221/573 11

Fax: 0221/573 1561

DR, PETER VON BLOMBERG
Chief Executive Qfficer

Bayetische Versicherungsbank AG

Ludwigstrasse 21
D-80539 Manchen
& 089/23020

Fax: 089/23 0226 15

DR, OFTHEINRICH FROLICH
Chairman of the Board of Management

Frankfurter Versicherungs-AG

Taunusanlage 18

D-60325 Frankfurt am Main
& 069/7 1261

Fax: 0 69/72 87 50

Dr. KARL LUDWIG
FREIHERR VON FREYBERG
Chairman of the Board of Management



Argentina
Allianz RAS Argentina
S.A. de Seguros Generales
San Martin 550
RA-1004 Buenos Alres
&+ 541/3203800 or 3203801
Fax: + 541/3203802 or 3203803

CARLO CARLIN
Presidente

MANUEL GARCIA DE 20§ RIOS
Vicepresidente-Gerenle Gengral

Australia

MML [nsurance Group
2 Market Street
AlIS-Sydney, N.5.W. 2001
@+ 612/3006222
Fax: + 612/3906425
PIETER FRANZEN
Managing Direclor

Austria
Anglo Elementar Versicherungs-AG
Kirntner Ring 12
Postfach 143
A-1015 Wicn
& + 4 31/87 80 70
Fax: + 4 31/5 05 40 08

DR, ALEXANDER HOYOS
Chairman of the Board of Management

Wiener Allianz Lebensversicherungs-AG
Hictzinger Kai 101-105
Postfach 1500
A-1131 Wien
@+ 4 31/87 80 70
Fax: + 4 31/8 78 07 27 03

DR ALEXANDER HOYOS
Chairman of the Board of Management

Wiener Allianz VemsicherungsAG
Hietzinger Kai 101-105
Postfach 1500
A-1131 Wien
&+ 4 31/87 80 70
Fax: + 4 31/8 78 07 53 90

DR. ALEXANDER HOYGS
Chatrman of the Board of Management

Belgium
Allianz Nederland N.V.
in Fa, Stanislas H. Haine S.A.

Amerikalei 106

B-2000 Antwerpen
B+ 323/2373484/5/6
Fax: + 3 23/237 45 58
Allianz Representative:
DR. ANDRE ROELS

Allianz AG
EU Representative Office

Avenue des Aris 44
B-1040 Bruxelles
=+ 322/5130085
Fax: +322/5130572

Allianz Representative:
KEAUS DUHIRKOP

LEIVIA Assurances S.A.

Avenue des Arts 23
B-1046 Bruxelles
@4+ 322/2371511
Fax: + 322/237 1699
MICHEL LAMBRECHT
Directeur

Brazil
Allianz-Bradesco

Cia.

Brasileira de Seguros

Av, Paulista, 1415-8° andar
BR-cep 01311-200 3o Paulo

@+ 5511/2846762 or 2842104
Fax: -1 5511/2896156

ARARING SALLUM DE OLIVEIRA
Presidente

Alltanz Representative:
TIARRY GROSCH

de Janeiro Office:

Praga Pie X, 79-10° andar

BR-20 269900 Rio de Janeiro
B+ 5521/2637763 0r 29641 11
R. 349

Fax: + 5521/263 7764

Canada
Allianz Canada

425 Bloor Street Suite 500
CND-Toronto, Ontario M4W 3RS
& + 14 16/961 5015

Fax: + 14 16/0 6188 74

ROBERT E. MAYNARD
President and Chief Executive Officer
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Chile
Allianz Compafifa de Seguros S.A.
Nueva York 9
RCH-Santiago de Chile
@+ 5062/6379200
Fax: + 562/6379201/2

JOAQUIN ECHENIQUE RIVERA
Gerente General

Allianz Bice
Compafifa de Seguros de Vida 8.4,
Nucva York 9
RCH-Santiage de Chile
B+ 562/6370430
Fax: + 562/637 9431

SERGIO OVALLE
Gerente General

China

Allianz Beijing Represeniative Office
Office C 211 B
Beijing Lufthansa Center
50 Liangmagiao Road
Beijing 100016, P. R. China
T+ 86 10/64 63 80 52/33/54
Fax: + 86 10/64 63 80 56
DR, JORG-MICHAEL LUTHER
Represenidtive

Allianz Shanghai Representative Office
Hotel Equatorial Shanghat
707 Office Complex
65 Yanan Xi Lu
Shanghai 200040, B. R. China
W+ 86 21/62 488240
Fax: + 8021/62 48 81 48

KLAUS VOESTE
Represenicilive

Allianz Guangzhou Representative Cffice
Room 738, Garden Tower
Garden Hotel
368 Huan Shi East Road
Guangzhou 510064, P. R. China
B+ 86 20/83 8648 18
Fax: + 8620/83 8042 28

RAYMOND WONG
Represeniative

Cyprus
Cooperative Central Bank Lid.
Insurance Department

Gregorios Afxentiou Street

P.C. Box 4537

Nicosia 1389, Cyprus

@+ 3572/442921

Fax: + 3572/3089 19 or 443088

ANDREAS NICOLAOU
Insurance Manager

Czech Republic
Allianz pojistovna, 4. .
Rimska 12
CR-12000 Praha 2
B+ 422/244051 11
Fax: + 422/2405555

GREGOR U, LINHOF
THOMAS MUNKEL



Denmark
Forsikringsakticselskabet (RAS)
Allianz Nordeuropa
Banestreiget 21
P.O. Box 355
DK-2630 Taastrup
B+ 4543/5580 00
Fax: + 45 43/55 80 80
WOLFGANG PAIKER
Direktar

Egypt

Arab Iaternational Insurance Company
28 ‘lalaat Harb Street
P. O Box 27 04
ET-Cairo
B+ 202/5716322 or 777939
Fax: + 202/7600 53

11A85AN M. HATEZ
Chatrman and Managing Divector

France

Allianz Via Assurances
2—4, avenue du Général de Gaulle
F-94672 Charenton-le Pont Cedex
B+ 33146767676
Fax: + 331/4676 76 13

DE. ROBERTO GAVAZZI
Président Divecteur Général

Allianz Via Vie

Compagnic d’Assurances sur la Vic
$-12, avenue du Général de Gaulle
F-94672 Charenton-le-Pont Cedex
@+ 331/46767675
Fax: + 331/467676 13
DR, ROBERTO GAVAZZI
Président Divecteur Géndraf

Compagnic Générale de Prévoyance
1, rue des Arqucbusiers, B. P. 322
F -67008 Strasbourg Cedex
@ — 33 88/2533 60
Fax: + 33 88/1402 25

DR. RORERTC (GAVAZZF
Président Divecteur Général

ELVIA Assurances

Siege social
2—4, avenue du Géncral de Gaulle
F-94672 Charentonle Pont Cedex
B+ 33146707676
Fax: + 331/467676 13

Rhin et Moselle Assurances
1, rue des Arquebusiers, B. P. 52
F-07000 Strasbourg Cedex
T+ 3388/253131
Fax: + 33 88/366052

DR, ROBERTO GAVAZZI
Président Divecleny Gondral

Great Britain

Cornhill Insurance PLC
32 Cornhili
GB-London EC3V 3L
@+ 441716265110
Fax: + 44171/9293562

WILLIAM RAYMOND TREEN
Director and Chief Executive Officer

Country Head Office:
57 Ladymead
GB-Guildford, Surrey GUL 1DB
&+ 44 1183/681 61 (P/C)
#F + 44 14 83,30 17 70 (Lifc)
fax: + 44 14 83/3009 52 (P/C)
Fax: + 44 14 83/57 84 04 (Life)

Greece

allianz General Insurance Company S, A.
Kifissiag Ave, 124
GR-11526 Athens
- 30169255358 or 6925205
Fax: + 3 01/691 11 50 or 692 6059

JEROME DELENDAS
Exeaulive Chatrman

GABRIEL ANTONIADES
Greneral Manager

Allianz Life Insurance Company 5. A.
Kifissias Ave. 124
GR-11526 Athens
&+ 301/6925558 ar 6923205
Fax: + 301/69234 46 or 6913941

JEROME DELENDAS
Executive Chairman

DIMITRI EXARCHOS
General Manager

Hong Kong
Allianz Asset Management
{Hong Kong) Lid.
Ruttonjee House, 20th Floor
11 Duddell Sueet
HK-Ilong Kong
T+ 852/25216651
Fax: + 852/28 106161

DR. BERND GUITING
Metnaging Director

Allianz Cornhill Insurance
(Far East) Ltd.
Rutionjee House, 20th Floor
11 Duddell Street
HE-Heng Kong
B+ 85225216651
Fax: + 852/28 106101

GRAHAM W, NORRIS
Managing Diveclor

Hungary

Hungiria Biztositd Rt
Vadasz u. 23-25
H-1368 Budapest
&+ 361/2690033
Fax: + 3 61/2 690057

DR MIRALY PATAI
Managing Divector
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indonesia

P. T. Asuransi Allianz Aken Life
New Summitmas 20th Floor
JL Jend. Sudirman Kav. 61-62
RI-Jakarta 12069
B+ 6221/2 526600
Fax: + 62 21/2 52 G580

PLrtr SETIAWAN
President Divector

P. T. Asuransi Allianz Utama Indonesia
New Summitmas 9th Floor
1. Jend. Sudirman Kav. 61-62
Rl-Jakarta 12069
G+ 6221/2522470
Fax: + 6221/2523246

MANERED WITTAL!
President Divector

ireland
Cornhill Insurance PLC
Russell Gourt, 5t, Stephen’s Green
IRL-1ublin 2
B +3531/8730622
Fax: + 353174781327

BENIAMIN [. GEASCOTT
Manager

ftaly
Allianz-RAS Tutela Giudiziaria S. p. A.
Via Santa Sofia 27
[-28122 Milano
 + 392/582801
Fax: + 392/583087 45

DR FrAnz MARIO THIMM
Direttore Generele

Allianz Subalpina 5. p. A.
Societd di Assicurazioni e Riassicurazioni
Via Alfieri 22
[-10121 Torino
@+ 39115161111
Fax: + 390 11/5 1762 12

DR, ROBERTO GAVAZZI
Presidenie

Lloyd Adriatico S. p. A.
Largo Ugo frneri |
[-34423 Trieste
& +3940/77811
Fax: +3940/77813 11

DR, SANDRO SAIVATI
Presidente e Amministraiore Delegaio

Riunione Adriatica df Sicurtd S.p. A.
Corso Ttalia 23
1-20122 Milano
&+ 392/72161
Fax: + 3 92/72 16 21 43 or 8 9007 40

DR, ANGELO MARCHIO
Presidente

DR, GIULIO BASEGGIO
DR ATTILIO LENTATI
Amministrator! Delegati
e Direttori Generali



Japan

Allianz Fire and Marine

Insurance Japan Lid.
Shibakoen Takahashi Bldg., 8th Floor
8-12, Shibakoen 1-chome
JP-Minato-ku, Tokyo 105
B+ 813/343777 33
Fax: + 813/34 3777 44

CHRISTIAN F. LUTZ
President

Liechtenstein
Allianz Versicherung (Schweiz) AG
Allianz Lebensversicherung {Schweiz) AG
An der Landstrasse 5
FL-9400 Vaduz
@+ 4175/2326119
Fax: + 4175/2326177

ERNST-PETER GASSNER
Representative

Malaysia
Hong Leong Assurance Sdn. Bhd.
Non Life Division
Tingkat 18, Wisma HLA
Jalan Raja Chulan
P, O. Box 12495
MAL-50200 Kuala Lumpur
@+ 603/2487925
Fax: + 603/242 1267

ADRIAN LOfT
General Manager

Mexico

Allianz México 8. A. Compafifa de Seguros
Boulevard Manuel Avila Camacho 164
MEX 11010 México, 1. ¥
&=+ 525/2013000
Fax: + 525/5403204

SERGIQ GHIBELLINI
Director General

MNamibia

Allianz Insurance of Namibia Lid.
4th Floor, Sanlam Centre
Independence Avenue
P. O. Box 3244
Windhoek 9000, Namibia
W+ 206461/226807
Fax: + 264 61/23 1070
STEVE VOSLOO
Manager

Netheriands
Allianz Nederland NV
Schadeverzekeringsmaatschappij
Beurs-World Trade Center
Beursplein 37
NL-3011 AA Rotlerdam
@+ 31104405 1070
Fax: + 31 10/4 05 3007

ANTON PIETERJACQUES DEJONG
Vorzitter Raad varn Besiuwy

Stock Exchange Office Amsterdam -
Assurantie Beurs
Strawinskylaan 10
NL-1077 XZ Amsterdam
@+ 31 20/5462330
Fax: + 31 20/6 445521

ELVIA Schadeverzekeringen N.V.
Weesperzijde 150
NL-1097 DS Amsterdam
&+ 31 2045 61 86 18
Fax: = 31 20/5 61 86 80

HEIN AANSTOOT
Algemeen Divecletir

EIVTA Levenverzekeringen NV,
Weesperzijde 150
NL-1097 DS Amsterdam
2 + 31 20/5 61 80 18
Fax: + 31 20/5 61 86 16

HEIN AANSTOOT
Algemeen Directenr

NVS Salland Verzekeringen N.V.
Rokin 75
NL-112 KL Amsterdam
@ + 31 20/5 55 25 55
Fax: + 3120/6252330

Jan OOSTERBROEK
Vorzitter Directie

New Zealand
MMI General Insurance (N.%.) Lid.
45 Queen Str.
NZ-Auckland
- 6 49/302 4086
Fax: + 649/3024157

JiM D. HARRIS
Mamnager

Norway
Forstkringsaksjeselskapet
Allianz Nordeuropa
Arnstein Arncbergsvei 30
N-1324 Lysaker
B+ 47/67 58 12 66
Fax: + 47/67 58 27 55

GVIND LARSEN
Genereal Manager
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Portugal

Poriugal Previdente

Comparhia de Seguros (RAS)
Rua Andrade Corvo, 32
P-106%9 Lisboa Codex
@+ 35 11/3 57 63 08
Fax. + 35 11/3% 57 62 24

DR. PEDRO ROGERIO SEIXAS VALE
Administrador Delegado

Russian Federation
Closed Joint Stock Insurance Company
OstWest Allianz
3rd Samotechny
Bereulok, 3
CI5-103473 Moscow
w4+ 7/502/2213428 (by satellite)
Fax: + 7/503/25631 74 (by satellite}
Postal address:
¢/o DIHT Biare Berlin
An der Kolonnade 10
10117 Betlin

DR, SIEGMAR KRUGER
General Manager

St. Petersburg Office
ul. Divenskaja 3
CIS-197061 St. Petersburg
W1 7/812/2 3269 53
Fax + 7/8 12/232 6953

Dr Kirite MiCHALEVSK]

Saudi Arabia
Saudi Naticnal Insurance Company E. C.
B O. Box 5832
SAl-Jeddah 21432
@+ 9002/6 606200
Fax: + 96 62/6 67 4530

SaMir T JABBOUR
General Manager

Singapore

Allianz Asia Pacific
# 20-06/13 Shaw Towers
100 Beach Road,
Singapore 189702
B+ 05/2 949218
Fax: + 65/293% 6534

MICHAEL DIEKMANN
Managing Diveclor

Allianz Insurance {Singapore) Pre. Lk,
# 20-00/13 Shaw Towers
100 Beach Road,
Singapore 189702
W+ 65/2978801
Fax: + 65/297 89 01

DG KRUGER
Mancaging Divector

Slovakia

Allianz poisiovia 4. s.
Kosicka 37
SR-82109 Bratislava
@+ 427/329308
Fax: + 4 27/32 94 04

JANA BENKOVSKA
Head of branch office



South Africa

Allianz Insurance Lid.
Allianz House, 33 Baker Strect
Rosebank 21 96
P.O. Box 62228
SA-Johannesburg 2001
B 4 27 11/2 8043 00
Fax: + 27 11/280 4301

DR, ULRICH FRIEDRICH DELIUS
Managing Director

Spain

Allianz-RAS Seguros v Reaseguros, S. A,
C/Aragon, 332
E-08009 Barcelona
B+ 343/4844200 or 4844201
Fax: + 3 43/4 844446

VICENTE TARDIO BARUTEL
Consejerc Delegedo

ELVIAseg. S. A,
de Scguros riesgos diversos
Edificio Gorbea 3
José Bardasano Baos, 9-3to [zda.
28016 Madrid
&+ 341/3434200
Fax: + 341/3 4342 17

JAVIER DE VAL
Director

Eurovida, S, A,
Compafiia de Seguros v Reaseguros
(Allianz- RAS/Banco Popular)
¢/José Ortega v Gasset, 29
E-28006 Madrid
W+ 341/57614 15
Fax: - 341/5781514

EMILIO SAN JOSE
Director General

Lloyd Adriatico Espafia

Compafiia de Scguros y Reaseguros S, A,

Orense 81

E-28020 Madrid
S+ 3415710912
Fax: + 341/57018 12

CLAUDIO PLEVISANT
Director General

Sweden

Forsakringsaktiebolaget Allianz Nordeuropa

(RAS}
Hantverkargaran 21
P. O. Box 22 015
5-10422 Stockheolm
B + 468/654 2430
Fax: + 468/6525318

LENNART KJELLBERG
Manager

Switzerland

Alltanz Versicherung {Schweiz) AG
Allianz Lebensversicherung (Schweiz) AG

Seesirasse 356
Postfach 577
CH-8038 Zirich

&+ 4 11/4889191
Fax : + 411/4 8235 80

Dg. ROBERTO GAVAZZT
Generaldireltor

CAP Rechtsschutz
Avenue de Champel 8 ¢
CH-1211 Genéve 12
&+ 4122/7020222
Fax: + 4122/7 0202 81

HANSPE'1ER KESSLER
Direltor

ELVIA Versicherungen
Bleicherwey 19
CH-8022 Ziirich
@+ 441/2005111
Fax: + 441/2095120

IR, ROBERTO (GAVAZZI
Generaldirektor

ELVIA Leben
Avenue du Bouchet 2
CH-1211 Genéve 28
B4+ 4122/9181200
Fax: + 4122/7 33 74 96

DR CHRISTIAN NEU
Generaldirektor

ELVIA Reiseversicherungen
Todistrasse &5
CH-8039 Ziirich
@+ 411/28331 11
Fax: + 4 11/283 3206

PETER STOCKLIN
Generaldivekior

Taiwan
Fubon Insurance Co. Lid.
237 Chien Kuo 8. Rd. Sec. 1
P. 0. Box 810
TW-"Taipei
% + 8§862/7 067890
Fax: + 8862/7 0543 54

M. SHIH
Executive Vice President

Thailand

The Navakij Insurance Public Company Lid.
i8th Floor, Sathorn Thani Building

G0 North Sathorn Road
THA-Bangkok 10500
@ + 662/2385038
Fax: + 662/2372677

StCHIN WANGLEE
President

Allianz Representative:
HELGE RAMEKEN
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Tunesia
Sociétg Tunistenne J’Assurances
et de Réassurances

Square Avenue de Paris 1

B. Q. Box 620

TN-1002 Tunis

T+ 2161/256800 or 34 0866
Pax: + 21 61/34 0835 or 34 1932
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Glossary

The specific accounting
terms expleined on these
pages are intended 10
help with the interpreta-
tior: of the Alliarz An.
nual Reporl. Fmphasis
is put on balance sheel
and incame statement
terms. Specific terminol-
ogy with regavd 1o the
vArions insurance bisi-
ness fines bas not been
inciuded.

Affiliated companies

Companies over which a group com-
pany exercises a significant influence.
Significant influence is a less dominant
form of control than unificd manage-
ment.

Aggregate reserve

Amount of capital calculated accord-
ing to actuarial methods as a provi-
sion for fuiure obligations, especially
in life, health, and personal accident
insurance with premium refund.

Allocated interest

In the consolidated financial state-
ments the net investment income
from property and casualty insurance
and from lifc and health insurance is
shown in total in the non-underwrit-
ing account. The part attributable to
lifc and health insurance is taken out
of the non-underwriting account and
transferred to the underwriting ac-
count under the heading “allocated
intercst from the nonunderwriting
account”.

Claims equalization and

similar reserves

Calculated on the basis of statutory
regulations. The claims equalization
reserve has to be set up under certain
conditions to provide for fluctuations
in claims in future years, Similar re-
serves include the reserve for product
liability cover for pharmaceutical risks
and the reserve for property and lia-
hility risks of nuclear plants.

Credited interest

on special reserves

Investment income corresponding to
certain insurance reserves is first re-
corded in the non-underwriting sec
tion of the income statement and then
allocated as “credited interest on spe-
cial reserves” 1o the relevant insur-
ance lines in the underwriting section.

Earnings per share

Earnings per share calculated by the
DVFA/GDV method is a key figure
for evaluating the performance and
share price of 2 company on a com-
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parable basis. 1t is a modified form of
published earnings — i.e. after special
factors have been eliminated — ex-
pressed in relation to a single share.

Equity consolidation
Consolidation: by netting the book
value of the investment in a subsid-
iary with the Group’s share in its

equity.

Expense ratio

For non-life insurance, underwriting
expenses as a percentage of premi-
ums written.

Extended coverage

Insurance of additional risks (e.g.
riots, vandalism, strike, Jockout) as a
complement to industrial and com-
mercial fire and business interruption
insurance.

Funds held by others under
reinsurance contracts
assumed/Funds held under
reinsurance contracts ceded

For reinsurance ceded, the ceding
insurer retains — depending on the
terms of the reinsurance contract —
certain portions of the funds due to
the reinsurer as collateral for the rein-
surer’s future obligations. The reinsu-
rer then shows “funds held by others
under reinsurance contracts assumed”
and, conversely, the ceding insurer
shows “funds held under reinsurance
contracts ceded”.

Gross/Net

In the insurance business the term
gross means “before deduction” and
net “after deduction” of reinsurance,
Net is also referred to as “for own
account”.

Loss and loss adjustment
expenses

Losses and loss adjustment expenses
incurred in the year under review and
rur-oft results from prior years.

Loss ratio
Loss and loss adjustment cxpenses as
a percentage of premiums earned.



Minority interest

This represents the portion in a con-
solidated subsidiary’s equity pertain-
ing to outside stockholders.

Non-underwriting result

Balance of revenues and expenses
not relating to insurance operations
and therefore not included in the
underwriting section of the income
statement. The non-underwriting
resuit consists mainly of investment
income and expenses, the interest
clement added to pension reserves,
and write-downs on other receivables.
Tn the consolidated income statement
the halance of investment income
and expenscs attributable to lifc and
health insurance is taken out of the
non-underwriting account and trans-
ferred to the underwriting account as
“allocated interest”.

Premiums written/earned
Premiums written represent all pre-
mium revenues in the fiscal year. Pre-
miums carned are the proportionate
share of the premium income for the
insurance coverage in the fiscal year.

Prepaid expenses/Deferred
income

Disburscments and receipts cffected
prior to the balance sheet date cepre-
senting income and expenses relating
to a definite period after the balance
sheet date.

Reinsurance

An insurcr transfers part of his risk by
insuring it with another insurer (rein-
surer).

Reserve for losses and loss adjust-
ment expenses

Reserve for anticipated losses and loss
adjustment expenses on claims in-
curred which have not been settled
or have only been partially settled
during the year.

Reserve for premium refunds
Portion of the operating income to
be distrihuted toe policyhelders. It is
based cither on legal, company by-
law, and contractual obligations or on
voluntary commitment.

Subsidiaries

Companies which are under the uni-
fied management control of the
Group’s parent company or in which
companics in the Group hold a major-
ity of voting rights, have the right to
appoint and dismiss a majority of
the members of the administrative,
managerial or supervisory bodies, or
have controlling rights under the hy-
laws or the terms of contraciual
agreements.

Technical interest rate

Minimum yield taken by individual
German life insurers as a basis for
their premium calculation. It is the
interest rate which, on the assump-
tion that premium rates remain con-
stant, must be achieved throughout
the life of a policy in order to be able
to pay out the stipulated sum insured.
Higher returns are, for the most part,
credited to policyholders as profit
participation.

Underwriting expenses

Expenses relating to the acquisition
and maintenance of insurance poli-
cies, such as commissions, salaries
and general expenses.

Underwriting result

Balance of revenues and expenses
relating to insurance operations and
shown in the underwriting scction of
the income statement — separately, in
the consolidated income statement,
between property/casualty insurance
and life/health insurance — in con-
formity with the statutory require-
ments for the classification of finan-
cial statements. The underwriting
result consists mainly of premium
income, loss and loss adjustment
expenses (including surrenders and
maturities), underwriiing cxpenses
and - in the underwriting section of
the consolidated income statement
for life/health insurance — the attribue
able net investment income shown as
“allocated interest from the non-under-
writing account”, as well as the net
change in the aggregate reserve.
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Unearned premiums

Portion of written premiums relating
to periods beyond the balance sheet
date, thus representing deferred
income.

Unrealized gains/losses
Investments held on account and at
risk of life insurance policyholders
are recorded at current market value.
The income and expenses arising
from changes in the value of such
investments are shown in the consoli-
dated underwriting account for life
and health insurance as “unrealized
gains on investments held on account
and at risk of life insurance policyhol-
ders” and “unrealized losses on
investments held on account and at
risk of life insurance policyholders”
respectively.
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Net income
DM millions

o2 93 94 95
1,048 858 1457 1,336 2,021

= Nonrecurrent tax proceeds of DM 253 million
out of EK56 special distribution.

Stockholders’ equity’
LM billions

‘91 82 83 94 95

142 162 164 175 185

1 Through 1993 under previous
accounting regulations
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* Dividend payout =292.5
Special distribution =682.5
Stock market value
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Other countries

Total

Invesiments'
DM hillions
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158.0 1842 2128 2293 2625

1 Through 1993 under previous
accounting regulations

Employees
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Ell
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35.4
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40.6
32.7
73.3
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364 349
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E Allianz,
e most important group companies
and insurance interests

Germany Europe {(excluding Germany)
Austria

Al

Belgium

Gzech Republic

Denmark

France

Great Britain

Greece

Hungary

Ireland

Italy

Luxembourg

June 1996

North and South America Africa, Asia, Australia

Netherlands Argentina Australia

Portugal Brazil

Hong Kang

Russian Federation

Ganada
indonesia

Slovak Republic

Chile Japan

Namihia

Mexico

Switzerland

USA

Thailand

The ek s Publc

Venezuela

Turkey United Arab Emirates
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November 27, 1997
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