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At a glance

Allianz Group 1999  Change from 1998  Change from 1997 More on
previous year previous year page
in % in %

Gross premium income
Benefits paid to customers
Pretax result

Tax

Minority interests in earnings

Net earnings

Assets Under Management
Stockholders’ equity

Insurance reserves

Employees
Allianz Share 1999  Change from 1998  Change from 1997 More on

previous year previous year page

in % in %

Earnings per share 9l 215 150268 ... 592 ... 150
Dividend per share 125 LU 112 158, .....097 . . 49 .. ...
Dividend payout mn o307 M3 276, 250 228
Allianz share price on 12/31/1999 SN 55 37 331 238 22
Market capitalization of Allianz on 12/31/1999 bn 81.8 5.5 776 41.6 54.8 22

A. M. Best and Standard & Poor’s awarded
the Allianz Group with their respective best
possible ratings A++ and AAA.
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“Gather ye rosebuds while ye may” — make the most of time!
This Annual Report takes up the subject of dreams and their
realization. When can we live out our dreams, if not during

retirement?“ This time is ripe, the time is there.

This is why private provision and investment are gaining in
importance. Life insurance and asset management are core
activities of the Allianz Group. These two segments are poised
on the brink of massive growth because State pension Systems

are going into financial crisis across the globe.

Everyone should protect themselves against the consequences
of this development. But of course there is nothing to stop
you making preparations earlier to give you the freedom to
realize your dreams. Our special feature starting on page 30

will provide you with more information.
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Letter to the Shareholders

BOARD OF
MANAGEMENT

Dr. Henning Schulte-Noelle

Chairman

Dr. Paul Achleitner
Chief Financial Officer
since January 1, 2000

Dr. Diethart Breipohl

Chief Financial Officer
until December 31, 1999

Detlev Bremkamp

Europe, Reinsurance,
ART

Michael Diekmann

Asia-Pacific, Central / Eastern Europe,

Near East, Africa

Dr. Joachim Faber

Asset Management
and Other Financial Services,
since January 1, 2000

Dr. Reiner Hagemann
Property and Casualty Insurance,
Germany,

Personnel Director

Herbert Hansmeyer

North and South America

Dr. Helmut Perlet,

Controlling, Accounting and Tax

Dr. Gerhard Rupprecht

Life and Health Insurance,
Germany
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Living up to its proud accomplishments in

earlier decades, Allianz was extraordinarily
successful in the 1990’s. We were able to
expand our business, as evidenced by the fact
that sales revenue increased at an average
rate of 14 percent per year, without sacrifi-
cing our strict commitment to profitability:
net income increased by an average of

23 percent per year, and earnings per share
by 20 percent. In 1999 as well, the subject
of this annual report, the Group continued
its tradition of success in the 1990’s by
achieving double-digit growth in sales and
earnings.

Viewed from a long-term perspective, we
can see that our business strategy of profit-
able growth has been the right one. This
strategy has benefited our customers, em-
ployees and the community at large. Above
all, however, it has benefited you, our in-
vestors, as evidenced by the fact that the

shareholder value of the company has risen
to almost 82 billion euros.

In the new decade that is just beginning, we
will remain committed to the goal of profit-
able growth, as there is no more effective
recipe for enhancing the value of our com-
pany over the medium to long term. As we
strive in this direction, we will adhere to
the proven principles of success outlined
below.

Professional employees. In this, the age of
the burgeoning information and knowledge
society, we must continue to invest in build-
ing the qualifications of our employees. It is
they who have continually brought success
to our company. For their work in the last
years, and especially in 1999, I wish to
extend my heart-felt thanks. In the 21st
century, as in the 20th, our employees, agents
and cooperation partners are without a doubt
the most valuable capital we have. Without
their commitment and devotion to the
shared cause, we would not be able to set
such ambitious goals for the coming years.

Decentralized management. This principle
has proven itself many times over in a wide
range of important business situations. Over
the last eight years, we have acquired and
successfully integrated eleven large-scale
companies. The process of integrating these
new companies was met with broad accept-
ance and the acquisitions have exerted a po-
sitive influence on earnings; these successes
are also due to our decentralized manage-
ment approach. In 1999, in fact, we faced
perhaps the most difficult test in this respect,
the integration of the AGF Group into the
Allianz group of companies.



Another important test in 1999 was the
agreement that we reached with the manage-
ment of the U.S. asset management com-
pany PIMCO to acquire a majority of its
stock. For Allianz and PIMCO, the agreed
transaction will enable us to assume a lea-
ding place in the top league of global asset
managers together.

Global orientation. We are active in 70
countries and serve more than 60 million
customers around the world. Only 20 years
ago, we generated 88 percent of our sales in
Germany. That was yesterday. Today, almost
60 percent of our sales are generated in
markets outside of Germany. By founding
new companies, entering into cooperative
agreements and making acquisitions, we
will continue in the future to bolster our
presence in significant growth markets and
create additional value-added in these enter-
prises and ventures as well.

In other words, worldwide insurance and
asset management is a business that is still
only at the beginning of its development,
and the end is not in sight. Our business
harbors numerous diverse possibilities for
profitable growth. Millions of customers
need financial security and services in all
stages and situations of life, whether old age
or illness or to recover from personal injury
and property losses. Millions of customers
want to accumulate assets with the support
of a competent, reliable partner.

We are very well prepared to meet this de-
mand. Also, we have the necessary resources
to finance further expansion in our core
business sectors. If the tax reform plans of
the German government are indeed enac-
ted, we will be able to more actively ma-
nage our portfolio of investments, thereby
freeing up capital for investing in our core
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business sectors of insurance, financial
security planning and capital accumulation.
[t would offer us greater leeway to restruc-
ture our investments with an eye to enhan-
cing performance and increasing value.

The recently announced joint declaration of
intent with Miinchener Riick underscores

our commitment to these goals.

All this would serve the interest of our
customers and shareholders, and ultimately
benefit the entire economy by optimizing
the allocation of economic resources. There-
fore, we will continue to contribute to the
necessary restructuring and reorganization
of the economy and will not be daunted

by setbacks such as the recent failure of the
planned bank merger.

We also want to achieve profitable growth
through service improvements. We have
assigned a very high priority to exploiting
the possibilities of e-commerce. The potential
for optimizing work processes and service
capabilities inherent in this medium harbors
immense opportunities for our business in
particular.

No matter what plans we are pursuing, we
always keep in mind the overriding goal
that we are meant to serve: creating added
value for you, the shareholders. [ am con-
fident that Allianz, your company, will

not disappoint you in the future. I sincerely
hope that you will continue to stand by
your company.

Sincerely,

##Hm

f’{-m{fz ' fﬁu&

Dr. Henning Schulte-Noelle



Report of the Supervisory Board

We continually monitored the Board of

Management’s conduct of the Company’s
affairs in accordance with our responsibili-
ties under the law and the Company’s statu-
tes. The Supervisory Board held four regular
meetings in 1999. Between these meetings,
we were continually informed of the current
business situation by means of regular dis-
cussions with and written reports from the
Board of Management.

Detailed reports regarding the development
of the Allianz Group, Allianz AG and its
major affiliates in Germany and abroad were
submitted to the Supervisory Board. We re-
quested and received extensive information
on the Company’s business plans for the
fiscal year 2000.

We devoted particular attention to the actions
of the Board of Management related to the
aim of developing the asset management
business into the Company’s third core
business sector. In this regard, we intensi-
vely examined the acquisition of a majority

holding in the U.S. asset management firm
PIMCO Advisors L.P. This acquisition lifted
Allianz to the ranks of the world’s leading
asset managers.

An extraordinary meeting on March 16,
2000 addressed an agreement in principle
between Deutsche Bank, Dresdner Bank and
Allianz. The intention was for Allianz to
reduce its holdings in the two banks in con-
junction with their planned merger and for
Allianz to acquiere certain activities from
the merged bank. This plan was not carried
out because Deutsche Bank and Dresdner
Bank discontinued their merger negotiations.

We requested and received continual reports
from the Board of Management on the talks
being held on the issue of compensation for
prewar policies that were not paid out as a
result of Nazi persecution. We welcome the
accession of the domestic and foreign Allianz
companies to the German Industry Founda-
tion Initiative and their cooperation with
the International Commission.

We were continually informed about the
preparations for the millennium changeover.
The date conversion gave rise to no signifi-
cant problems, neither in the companies of
the Allianz Group nor among our customers.

The Supervisory Board also devoted its atten-
tion to the issue of risk analysis and capital
allocation in the Allianz Group. We exami-
ned reports concerning the development of
the Allianz Group in South America and in
the health insurance sector. The Supervisory
Board also deliberated on the initial plan of
the German federal government, later rejec-
ted, to tax capital-sum life insurance policies.



The Supervisory Board formed the Standing
Committee, the Executive Committee and
the Mediation Committee required under
the German Codetermination Law from
among its own members. The Standing
Committee held three meetings in 1999,
devoted mainly to the capital measures

of the Company and other plans requiring
the consent of the Supervisory Board. The
Executive Committee, which is responsible
for monitoring personnel-related matters,
met three times in 1999. There was no need
for the Mediation Committee to meet.

KPMG Deutsche Treuhand-Gesellschaft AG
Wirtschaftspriifungsgesellschaft, Munich,
audited the annual financial statements of
Allianz AG and the consolidated financial
statements of the Group as of December 31,
1999, as well as the management reports of
Allianz AG and the Group, and provided them
both with an unqualified auditor’s opinion.

The reports of KPMG on its audit of the
annual financial statements of Allianz AG
and the Group were distributed to all mem-
bers of the Supervisory Board and discussed
extensively in the presence of the indepen-
dent auditors at the meeting of the Super-
visory Board held for this purpose on May
18, 2000. Based on our own examination of
the documents submitted by the Board of
Management and the independent auditors,
we have no objections and concur with the
findings of the audit by KPMG. We agree
with the Board of Management’s recommen-
dation for the appropriation of net earnings.
The Supervisory Board has approved the
annual financial statements prepared by the
Board of Management, which are therefore
adopted.

Mr. Alfred Mackert resigned from the Super-

visory Board on January 31, 2000. Mr. Jérg

Allianz Group

Thau, the replacement member elected by
the employees, assumed his place on the
Supervisory Board. Mr. Bernd Pischetsrieder
resigned from the Supervisory Board as of
February 29, 2000. Dr. Diethart Breipohl
was appointed by the court to replace him
on the Supervisory Board.

Dr. Breipohl, the board member responsible
for finance for over eight years, retired at
his own request as of December 31, 1999.
The former area of responsibility of Dr. Brei-
pohl was divided into two new Board of
Management posts. Responsibility for the
post of ,Finance“ was assumed by Dr. Paul
Achleitner, who was appointed to the Board
of Management of Allianz AG as of January
1, 2000. Responsibility for the new post

of ,,Asset Management and Other Financial
Services“ was assumed by Dr. Joachim Faber,
who was also appointed to the Board of
Management as a regular member with
effect as of January 1, 2000.

Dr. Helmut Perlet and Mr. Michael
Diekmann, formerly alternate members of
the Board of Management, were appointed
to the Board as regular members.

We have thanked the departing members of
the Supervisory Board and the Board of
Management for their contributions.

Munich, May 18, 2000

For the Supervisory Board:

leae —

Dr. Klaus Liesen
Chairman



Supervisory Board

Dr. Klaus Liesen

Chairman of the Supervisory Board
Ruhrgas AG
Chairman

Karl Miller

Salaried employee
Frankfurter Versicherungs-AG
Deputy Chairman

Dr. Alfons Titzrath

Chairman of the Supervisory Board
Dresdner Bank AG
Deputy Chairman

Dr. Karl-Hermann Baumann

Chairman of the Supervisory Board
Siemens AG

Dr. Diethart Breipohl

Former member of the
Board of Management
Allianz Aktiengesellschaft
since March 10, 2000

Norbert Blix

Salaried employee
Allianz Versicherungs-AG

Klaus Carlin

Trade union secretary
Commerce, Bank and Insurance
Workers" Union (HBV)

Bertrand Collomb

Président Directeur Générale Lafarge

Renate Daniel-Hauser

Branch Manager
Allianz Versicherungs-AG
until February 24, 1999

Jirgen Dormann

Chairman of the Board of Management

Aventiss.A.

Professor Dr. Rudolf Hickel

Commerce, Bank and Insurance
Workers” Union (HBV)
since January 9, 1999

Reiner Lembke

Salaried employee
Allianz Versicherungs-AG
since February 25, 1999

Frank Ley

Salaried employee
Allianz Lebensversicherungs-AG

Alfred Mackert

Salaried employee
Vereinte Krankenversicherung AG,
until January 31, 2000

Bernd Pischetsrieder

Member of the

Board of Management
Volkswagen AG

until February 29, 2000

Reinhold Pohl

Custodian
Allianz Lebensversicherungs-AG

Gerhard Renner

Member of the

Federal Executive Committee

German Union of Commercial, Clerical
and Technical Employees (DAG)

Roswitha Schiemann

Branch Manager,
Allianz Versicherungs-AG

Dr. Albrecht Schmidt

Speaker of the Board of Management
Bayerische Hypo- und Vereinsbank AG

Dr. Manfred Schneider

Chairman of the Board of Management
Bayer AG

Dr. Hermann Scholl

Chairman of the Executive Board
Robert Bosch GmbH

Jirgen E. Schrempp

Chairman of the Board of Management
DaimlerChrysler AG

Jorg Thau

Salaried employee
Vereinte Krankenversicherung AG
since February 1, 2000



Henning Schulte-Noelle

Chairman
Allianz AG, Munich

Michael Diekmann
Allianz AG, Munich

Antoine
Jeancourt-Galignani

AGF, France

Joe L. Stinnette

Fireman’s Fund, USA

ol

Paul Achleitner Gerd-Uwe Baden
Allianz AG, Munich ELVIA Versicherungen,
Zurich

Joachim Faber Reiner Hagemann
Allianz AG, Munich Allianz AG, Munich

. .
Angelo Marchio Bob MacDonald
RAS, Milano Allianz Life Insurance, USA

Vicente William Raymond
Tardio Barutel Treen

Allianz Compania de Cornhill Insurance,
Seguros y Reaseguros, London

S.A., Madrid

Dominique Bazy
AGF, France

Herbert Hansmeyer
Allianz AG, Munich

Helmut Perlet
Allianz AG, Munich

International Executive Committee

Detlev Bremkamp
Allianz AG, Munich

Alexander Hoyos

Allianz Elementar
Versicherungs-AG, Vienna

Gerhard Rupprecht
Allianz AG, Munich



Allianz by Geographical Segments

Allianz is one of the leading global insurance companies.

There is an Allianz contact for our clients in 70 countries.

Stability, service and expertise in our Group is based on the

commitment of employees numbering 114,000 worldwide.

EUROPE (excluding Germany)

Austria
o Allianz Elementar Versicherung-AG
o Allianz Elementar Lebensversicherung-AG

Belgium
® AGF Belgium Insurance

Croatia
o Allianz Zagreb d.d.

Czech Republic
e Allianz pojist'ovna, a.s.

Denmark
o Allianz Nordeuropa Forsikringsaktieselskabet
® Domus-Forsikringsaktieselskabet

France
® Assurances Générales de France
® Assurances Générales de France lart
® Les Assurances Fédérales IARD
® Euler
® Assurances Générales de France Vie

Great Britain
e Cornhill Insurance PLC

Greece
@ Allianz General Insurance Company S.A.
o Allianz Life Insurance Company S.A.

Hungary
® Hungadria Biztosito Rt

Ireland
e Allianz Re Dublin Ltd.
o Allianz Irish Life

Italy
® Riunione Adriatica di Sicurta S.p.A.
o | loyd Adriatico S.p.A.
e Allianz Subalpina Societa di Assicurazioni e
Riassicurazioni S.p.A.

Luxemburg
o International Reinsurance Company S.A.

Netherlands
® Royal Nederland Schade
® Royal Nederland Leven
o Allianz Nederland N.V.
e London et Lancashire

Poland
o T.U. Allianz Polska S.A.
e TU. Allianz Polska Zycie S.A.

Portugal
o Companhia de Seguros Allianz Portugal
SA

Russian Federation
® Ost-West Allianz Insurance Company

Slovakia
o Allianz poist'ovia, a.s.

Spain
o Allianz Compania de Seguros
y Reaseguros S.A.
o Eurovida S.A. Compania de Seguros
y Reaseguros

Switzerland

® ELVIA Schweizerische Versicherungs-
Gesellschaft

o Allianz Versicherung (Schweiz) AG

® Berner Allgemeine Versicherungs-
Gesellschaft

o Alba Allgemeine Versicherungs-Gesellschaft

o ELVIA Schweizerische Lebensversicherungs-
Gesellschaft

® Berner Lebensversicherungs-Gesellschaft

e Allianz Risk Transfer (ART)

o ELVIA Reiseversicherungs-Gesellschaft

e Elmonda

Turkey
® Koc Allianz Hayat Sigorta TA.S.
® Koc Allianz Sigorta TA.S.

GERMANY ..o

o Allianz Versicherungs-AG

o Frankfurter Versicherungs-AG

® Bayerische Versicherungsbank AG

o Allianz Globus Marine Versicherungs-AG
e \ereinte Versicherung AG

o Vereinte Rechtsschutzversicherung AG
® Hermes Kreditversicherungs-AG

o Allianz Lebensversicherungs-AG

o Deutsche Lebensversicherungs-AG

o \ereinte Lebensversicherung AG

o Vereinte Krankenversicherung AG

AMERICA

Argentina
® AGF Allianz Argentina
Compania de Seguros Generales, S.A.
o AGF Allianz Argentina
Compaiia de Seguros de Vida S.A.

Brazil
® AGF Brasil Seguros

Canada
o Allianz Insurance Company of Canada
e Trafalgar Insurance Company of Canada

Chile
o Allianz Compaiia de Seguros S.A.
o Consorcio Allianz de Seguros Generales S.A.
® Consorcio General de Seguros Vida

Columbia
o Colseguros Generales Colombia
o Colseguros Vida Colombia

Mexico
e Allianz México S.A. Comparifa de Seguros

USA
e Fireman’s Fund Insurance Company
e Allianz Insurance Company
e Jefferson Insurance Company of N.Y.
o Allianz Life Insurance Company
of North America

Venezuela
® Adridtica de Seguros CA.

Selected
® Group Enterprises
® Associated Enterprises

Joint Regional Insurance Centers
Representative Agencies
Representative Offices

...................................................... T

AUSTRALIA ...

o Allianz Australia Limited

ARRICA oo

Egypt

® Arab International Insurance Company
Namibia

o Allianz Insurance of Namibia Ltd.

South Africa
o Allianz Insurance Ltd.

Brunei
o National Insurance Company Berhard

Hong Kong
o Allianz Insurance (Hong Kong) Limited

Indonesia
® P.T. Asuransi Allianz Utama Indonesia
® P.T. Asuransi Allianz Life Indonesia

Japan
® Allianz Fire and Marine Insurance
Japan Ltd.

Laos
o AGL.

Malaysia
® Malaysia British Assurance Life
® Malaysia British Assurance Non-Life

Allianz Group

Philippines
® Pioneer Allianz Life Insurance Corporation

Singapore
o Allianz Insurance Company
of Singapore Pte. Ltd.

South Korea
o Allianz First Life Insurance Co. Ltd.
® France Life

Taiwan
® Allianz President General Insurance
o Allianz President Life Insurance

Thailand

The Navakij Insurance Public Company, Ltd.

United Arab Emirates
Allianz Versicherungs-AG (Dubai Branch)
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Financial Overview

The Allianz Group reported a strong increase in sales and  Total earnings before tax and amortization

of goodwill rose by 0.5 billion euros or 11.6

earnings in 1999. Premium income went up by 16.4 percent to & ) Y )
percent to 4.8 billion euros. After deducting

53.8 billion euros. Net income was up by 22.8 percent in 1999  increased amortization of goodwill, minority

interests in earnings and taxes (which de-

to 2.2 billion euros. Earnings per share came out at 9.11 euros. & ( i
creased due to tax changes), net income for

The Group’s exceptionally strong capital base and financial — the year was 2.2 billion euros.

standing are underpinned by shareholders’ equity of 28.8

Consolidated Income Statement

billion euros. The current market value of assets under mana- pbridged L :’E: ~~~~~~~~~~~~~ :’s:
gement at the end of the year was 384 billion euros. This makes ~ Premiumswriten %2 [ s8]
Premiums earned (net) 39.8 46.2
us one of the world’s leading asset managers, even without the et investment income 1 w3 184
acquisition of US asset manager PIMCO, which is not yet 52:::ri::zzsct:smmers ~~~~~~~~~~~~~~~~~~~ 4:2 ~~~~~~~~~~~~~ :sj
included here. Amortization of goodwill 03 05
e - =
o -
i - =
82'5 percent (1998: 85‘4 percent) Of our NEtlncome]g ............... 2 2
total premium income of 53.8 billion euros Earnings per share in € 750 ol

in the year under review was written in
Europe. First-time consolidation of our
companies in Australia and South Korea in-
creased the proportion of income generated
in Asia, Africa and Australia to 2.4 percent
(1998: 0.6 percent). Almost two thirds of
the total came from property and casualty
business.



Net income after taxes

Allianz Group

Assets Under Management

in € bn

in € bn

Premium income by business segments

Total premium income by geographical segments

in € bn

Life and health
insurance

18.5=34.3%

Property and
casualty insurance

35.3=657%

Consolidated Balance Sheet

in € bn

Germany

22.0=40.8%

Rest of Europe

22.4=41.7%

North/South /.

1.3=2.4%

Abridged

ASSETS 1998 1999 LIABILITIES 1998 1999
e i . ( o .

Intangible assets 39 6.6 Shareholders’ 28.8

|nvestmem5 27]330”

Investmentsheldonaccount ............................................................... Participation certificates and

and at risk of life insurance post-ranking liabilities 12 0.9

olicy holders 157 o |nsurancereserves 2163 ............ 24]6

Deferred acquisition costs 9.2 9.2
Other assets 10.6 14.9
Total assets 342.7 382.8

Insurance reserves for life insurance where
the investment risk is carried by policyholders 15.7 19.1

Other liability headings 20.0 21.5

Total equity and liabilities 3427 382.8

13
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Financial Overview

Premiums written in property and casualty
business were up by 16.7 percent to € 36.0
billion, with 79.5 percent written in Europe
(1998: 82.7 percent). Net income for the
year in this business segment climbed by

€ 0.4 billion to 1.9 billion.

Gross premiums written in property and casualty
insurance by geographical segments
in € bn

Germany

10.6 =29.9%

Rest of Europe

Gross premiums written in life and health
insurance increased by 16.3 percent to

€ 18,5 billion. We also had income of € 6.8
billion from products sold mainly as invest-
ments. Almost 90 percent of the premiums
were written in Europe. Net income in this
segment underwent a slight increase to € 413
million (1998: 403 million).

Gross premiums written in life and health insurance by
geographical segments
in € bn

Germany

1.4 =61.9%

Rest of Europe

4.9=26.7%

North/South America 2

1.7=9.1%

Australia, Asia, Africa

0.4=23%



The current market values of our assets
under management totalled 384 billion —

42 billion more than at the end of the
previous year. The figure 384 billion in-
cludes 30 million under management for
private and institutional clients. Net income
from this business segment was 53 million
(1998: 20 million).

Assets under Management

in bn

Assets Under Management
384,2

44.3  Other assets

) . 19.1  Unit-linked
Interest-bearing securitie

174.7 = 54.5% 320.8 Investments

Dividend-bearing
stocks

118.3 =36.9%

Real estate

19.7=6.1%

Other investments

81=25%

Allianz Group

15
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Allianz Strategy

Our strategy. Allianz stands for profitable growth. In the year

under review we increased the earnings per share by 21.5 per-

cent. To guide our strategic development, we have set five goals

for ourselves. The acquisition of PIMCO, the widely acclaimed

fund management company, in 1999 represented a major step

in the direction of realizing our ambitions in the business of

asset management. Working together, we can tap the full poten-

tial of this fast-growing market and thereby permanently enhan-

ce the value of our company.

In the following, we present our strategic goals
and highlight those business segments in which
we have made particularly strong progress in
1999 towards achieving these goals.

We want to be among the five leading providers
in the most important markets of the world or
play a dominant role in specialty markets.

In the 13 European markets in which we
are active, we have already acheived this
goal. The successful integration of the AGF
Group, now nearly complete, represented a
major step in the direction of realizing this
goal in 1999. We quietly reorganized our
business structures to reflect the realities of
the new Group dimension. In terms of
efficiency, sales potential and motivation of
local management and employees, we have
since completed our preparations and are
now ready to devote our undivided attention
to growing our business and building share-
holder value in our home market of Europe.

With the merger of the AGF company
Mondial Assistance and the ELVIA Travel
Insurance Group in 1999 to create Elmonda,
the world’s leading provider of assistance
services of all kinds, we effectively com-
bined our forces in the fast-growing special-
ty market for such services.

Our credit insurance companies Euler and
Hermes are forming a joint venture in the
London market. Both these companies are
the market leaders in their home markets of
France and Germany, respectively; the com-
bined value of their portfolios makes them
the world’s top-ranking credit insurer.

We intend rapidly to increase the volume of our
life and health insurance business.

In the United States of America, we bolster-
ed our position in the business of personal
insurance with the acquisition of all the
outstanding shares of LifeUSA. This com-
pany’s product portfolio ideally comple-
ments the service offering of Allianz Life.
Together, our companies dispose of a wide-
ranging sales network that will make it
possible for us to offer the products of both
companies coast to coast in the United
States. A further advantage of the merger
lies in the circumstance that both compa-
nies have their headquarters in Minneapolis,
opening up the prospect of additional effi-
ciency gains. Allianz Life and LifeUSA are
under the leadership of a single manage-
ment team.



In collaboration with the Center of Compe-
tence of Vereinte Krankenversicherung AG,
we continued to expand our international
health insurance business. In Ireland, we
founded Allianz Worldwide Care, Ltd.,
which we intend to develop into a leading
provider of so-called expatriate health
insurance products, an attractive niche
business with high growth potential. These
products are tailored to the needs of em-
ployees working on assignment for their
companies outside their native country.

We want to position ourselves in the emerging
markets as a leading foreign insurer.

We made excellent progress in the Asia-
Pacific region in 1999. In South Korea, the
world’s sixth-largest life insurance market,
we acquired Allianz First Life, the fourth-
biggest provider in this business segment.
We are currently in the process of adapting
this company to western corporate struc-
tures and we intend to reorganize the sales
organization as well. On the strength of a
completely revamped product portfolio and
the new sales cooperation with Hana Bank,
we intend to tap new groups of customers
and further increase our penetration of this
market.

In Taiwan, we acquired a 50 percent
interest in the companies Allianz President
and Allianz President Life. We also started
offering health insurance in the Philippines
and Singapore.

In the Czech Republic we built up auto-
mobile liability insurance from a standing
start to a market share of around 15 percent.

Allianz Group

We want to attain the top-ranking position
in the business of international industrial
insurance.

And yet we measure our progress towards
this goal not on the basis of business volu-
me, but rather on qualitative criteria such
as customer satisfaction and profitability.
Having introduced more homogeneity to
our business lines in 1999, we are now in a
position to adapt our products and services
to better meet the needs of customers and
respond even more quickly to changing
conditions.

Earnings per share

in €

Market capitalization

in billions €
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Allianz Strategy

The marine, aviation and transport business
(abbreviated MAT) was separated from the
corporate customers divisions of the Ger-
man property and casualty insurance compa-
nies and transferred to the company Allianz
Globus MAT, modeled on the example of
our French affiliate AGF M.A.T. The specia-
lized international expertise, the cumulative
underwriting capacity and the coordination
of reinsurance activities within the MAT
business will be consolidated under the roof
of a holding company, which will direct our
worldwide activities from its base in the
London market as of the year 2001.

We intend to develop asset management into a
new core business.

With the acquisition of PIMCO, we made
substantial progress in the direction of
realizing our ambitious goals in the business
of asset management. The acquisition in-
stantly created a world leader in asset mana-
gement, with total assets under manage-
ment of 645 billion euros. The reciprocal
advantages of the merger make a nearly
perfect strategic fit, with PIMCO affording
access to the world’s largest capital market
and Allianz opening the door to Europe and
the lucrative opportunities that this market
affords to asset managers. Together, we will
tackle the Asia-Pacific market as well.



E-Commerce

As a global player, we offer financial services
in more than 70 countries of the world. In
each market, we provide the service that
local customers expect, within the frame-
work of national laws and tax regulations.
The experience that we accumulate through
our day-to-day dealings with our customers
and our first-hand knowledge of their needs
also enable us to provide on-line services
specifically tailored to each local market.

The innovative e-business operations of our
affiliate Lloyd 1885 in Italy have been espe-
cially successful. This company has been
selling insurance via the Internet since 1998.
Taking advantage of its extraordinary success,
the company has substantially broadened
the range of products and services offered.

We sell insurance via the Internet not only
in Italy, but also, for instance, in France,
Brazil, Colombia, Austria and Germany as
well. Besides being active in the business-
to-consumer sector, we are also taking full
advantage of the Internet’s business-to-
business channels. In Germany alone, we
generated premium income of more than
0.5 billion euros by means of this distribu-
tion channel.

Our e-business activities are not aimed
solely at selling insurance. We also recog-
nize a massive potential in the Internet for
providing our millions of customers with an
additional and comprehensive online service
that reinforces their confidence. Our Allianz
Online Service in Germany and TwistRas,
the on-line service of our Italian affiliate
RAS, are blazing the trail in this direction.

Allianz Group

In Germany, for instance, our customers
can modify existing life insurance policies,
obtain up-to-date information on the value
of their policies and even manage their
investments.

E-commerce provides us with tremendous
opportunities to provide even more inten-
sive, extensive and flexible services to our
customers. To this end, we established a
project organization with worldwide respon-
sibility for coordinating the many initiatives
geared to the needs of local customers. In
this way, we can bring our diverse experi-
ence to bear on the task of providing effi-
cient, professional service to customers in
the fast-paced world of e-business. To cite
only one example of our work in this area,
we developed a consistent "look & feel for
all our Web pages, so that users around the
world can easily find their way around our
Web sites. Among other things, we adopted
worldwide standards for IT infrastructure
and established quality norms.

We also join forces with our participation
Allianz Capital Partners to invest in Internet
companies that offer strategic perspectives
and benefits, in addition to appropriate
financial returns. One example is our stake
in software provider Point Systems, whose
state-of-the-art products are increasingly
incorporated in the Group’s call centers.
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Summary: Allianz Shares

A gain of only 5.5 percent in 1999 meant that the Allianz share

considerably underperformed the Dow Jones EURO STOXX 50.

This index tracks the performance of the Euro-stock market and

it posted an increase of 46.7 percent in 1999. The number of

Allianz shareholders now stands at 202,000, an increase of

more than one third. A market capitalization of approximately

82 billion euros makes Allianz one of Europe’s most highly

valued stock corporations.

—
Allianz
—
DJ EURO STOXX 50
—

DJ EURO STOXX Insurance

Allianz stock is included in all the major
European indexes, including the DAX, the
Dow Jones EURO STOXX 50 and the MSCI
EMU Index.

Price losses for insurance stocks

Insurance shares had a difficult time on the
stock markets during 1999. Insurance sector
indexes posted less favorable development
than each market as a whole. The price
performance of insurance stocks was damp-
ened by rising interest rates. High rates
tend to reduce market values of the fixed-
income securities that insurance companies
hold in large quantities. Insurance stocks

Allianz share price versus Dow Jones EURO STOXX 50
and Dow Jones EURO STOXX Insurance

in euros

Dec.98‘ April99‘ Aug.99‘ Dec.99‘ ApriIOO‘

Indexed to the Allianz share price
Source: Datastream

in Germany also suffered from the wide-
ranging debate on tax issues that rumbled
on for most of the year.

The Allianz share on the stock market

in euros, Xetra closing prices

Price at 31. 12. 1998 317
L
Annual high at6.1.1999) 346
Annual low (at5.8.1999) 257
Altime high (at4.4.20000 riy
Annual performance 1999 (excluding dividend) 5.5%
Average daily Yetra volume in 1999 (shares) - 470,000

Weighting of Allianz share on 30. 4. 2000

in DAX (second biggest single stock) 11.6%

in DJ EURO STOXX Insurance (biggest single stock) ~ 27.6%

Source: Datastream, Bloomberg, at: 30. 4. 2000

Allianz stock outperforms the industry average
Opverall the market environment was not
conducive to a bravura performance of
Allianz share prices, although the funda-
mental data of the Group would have justi-
fied a further increase in price. However,
the promise inherent in our strong market
position and the strength of our financial
data is reflected in the fact that our stock
performed much better than the Dow Jones
EURO STOXX Insurance Index.

Upturn in 2000

The first four months of 2000 saw the
Allianz share again locking into a long-term
upward trend. In 1998, the Allianz share
put on 33.3 percent, nearly twice the

gain that the DAX recorded over the same
period. Allianz stock was trading at 423
euros on April 30, 2000.

Another dividend increase

We are recommending to shareholders the
fifth consecutive increase in the dividend,
from the 1998 level of 1.12 euros (DM 2.20)
to 1.25 euros. Resident taxpayers in Germany



I
Allianz

DAX

Allianz share price versus DAX

Allianz Group

Source: Datastream

will also receive the corporate income tax
credit of 54 cents per share, bringing the
gross dividend to 1.79 euros.

Free float expanded

Now that Deutsche Bank has shed part of
its portfolio of Allianz shares, more than

50 percent of our stock is in free float.

We would like to increase this proportion
further, because shares with a large pool of
investors tend to be traded more intensively,
generally boosting prices.

Composition of shareholders at December 31, 1999

in percent

Shareholders with
interests over 5%

Other institutional
investors

Number of shareholders

1998 1999
196,586 262,064

Regional distribution at December 31, 1999

in percent

Germany

79%

Outside
Germany

Shareholders with interests over 5% (rounded)

at December 31, 1999

25 % Munchener Riick
10 % Dresdner Bank
7 % Deutsche Bank
7 % HypoVereinsbank

Source: Information provided by shareholders.
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Summary: Allianz Shares

Comparative performance of the Allianz share

average annual performance in percent 1 year 5 years 10 years

(1999) (1995 -99) (1990-99)
Allianz AG share * +55 +229 +13.4
DAX +39.0 +271 +14.5
Dow Jones EURO STOXX 50 +46.7 +30.0 -
O g e -
MSCI EMU + 375 +26.6 +13.2

* excluding dividends
Source: Datastream

Value-added concept drives up growth

We believe that the Economic Value Added
(EVA) is the most effective management tool
to enhance the value of our company in the
long term. This indicator shows whether or
not we have succeeded in creating value
added for our shareholders. We reject in-
vestment proposals if we believe the returns
will not be higher than the required cost of
capital within a few years. Additional infor-
mation on the EVA concept may be found
on page 92 — 93 of this annual report.

The focus of our value-added concept is
reallocation of capital resources to our
core businesses of property and casualty
insurance, life and health insurance, asset
management and other financial services.
These are businesses where we excel

and where we can expect to generate the
highest returns for our shareholders.

Remuneration linked to success

Our concept of value-oriented corporate

management is supported by a system of
incentives for managers and employees.

This system aims to reward all work that
boosts the price of the Allianz share over
the long term.

Our “Long-term Incentive Plan” runs for
seven years and links an additional remu-
neration component to performance of

the Allianz share price. The management
receives stock appreciation rights that are
only translated into additional remuneration
when two conditions are met after a two-
year waiting period:

» Our share price must outperform the
Dow Jones STOXX Price Index over a
given period, and

» it must have risen by more than
20 percent.

Senior managers in all major Group compa-
nies are eligible to receive this component
of remuneration. The 1999 plan saw 275
managers receive 266,000 stock appreciation
rights.
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Investor Relations

Koeniginstrasse 28

D-80802 Munich

Infoline:

Tel: +49(0)1802.255 42 69
+49(0)1802.ALLIANZ

Fax:+49 (0) 89.3800 38 99

www.investor-relations.

allianz.com

Basic information on the Allianz share

> Type of share
Registered share with transfer restriction

> Denomination
No-par-value share

> Analysis of capital stock

1998 1999

Subscribed capital at 31.12.
(in euros) 626,112,699 627,891,200

Proportionate capital stock
per share (in euros) 2.5565 2.5600

Number of shares at 31.12. 244,914,000 245,270,000
Average number of shares
in the fiscal year 242,540,278 = 245,013,485

» Stock markets
All 8 German stock exchanges, London, Paris, Zurich

> Securities codes
WKN 840 400
ISIN DE0008404005
Common Code 001182013

Investor Relations expanded

We offer a comprehensive service package
to give our shareholders the latest news. In
1999, we expanded our range of informa-
tion services, geared particularly to private

investors.

» Our Infoline is open 24 hours a day, 7
days a week for questions and suggestions.
This service is widely used.

» We also introduced a Shareholder
Letter with key facts and information from
our annual report.

Allianz Group

» We also provide information on the
Internet under www.investor-relations.
allianz.de (German) or www.investor-rela-
tions.allianz.com (English). We broadcasted
highlights of the company’s 1999 General
Meeting on these Web sites. The press
conference announcing the acquisition of
asset manager PIMCO was also transmitted
on the Internet in real time. The company’s
annual report can be downloaded from
these sites.

We also extended the range of services and
information for analysts and institutional
investors. Telephone conferences were sta-
ged on topics of current interest, such as the
acquisition of PIMCO. Our road shows tou-
red the markets, including New York, Bo-
ston, London, Paris, Zurich and Milan. And
we presented Allianz for the first time in
Hong Kong, Seoul and Singapore.

A listing for the Allianz share on the New
York Stock Exchange is planned by the
year 2001 at the latest. The introduction of
our stock to the “Big Board” will be accom-
panied by a broad-based information pro-
gram for analysts, portfolio managers and
investors.
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Summary: Allianz Shares

INFORMATION ON OTHER ISSUES

1. Bonds

» 6.0% bond
issued by Allianz Finance B.V., Amsterdam

Volume € 767 million
e e
D 5/14/2003 .
. ecunty o (WKN ) ..................................... e

» 5.7500 bond
issued by Allianz Finance B.V., Amsterdam

Volume € 767 million

Vo o ey

A

oy code iy B
» 50p bond

issued by Allianz Finance B.V., Amsterdam

Volume € 1.6 billion

Vo S e

B otanos

e o a0
» 304 bond

issued by Allianz Finance B.V., Amsterdam

Volume CHF 1.5 billion

Ve o oa5/a000

R e

Security code (Valoren) 830 806

All bonds and exchangeable bonds are guaranteed
by Allianz AG.

2. Exchangeable bonds

» 30p exchangeable bond

issued by Allianz Finance B.V., Amsterdam
shares of Deutsche Bank AG

Exchangeable into

Security code (WKN) 197 280

» 20p exchangeable bond
issued by Allianz Finance B.V., Amsterdam

Exchangeable into shares of Siemens AG

Volume € 1.7 billion
e .
D 3/23/2005
Current exchange price €22446
Security code (WKN) 452540

3. Participation certificates of Allianz AG

Nominal value €29.3 million

Security code (WKN) 840 405




July 12, 2000

September 13, 2000

November 23, 2000

February 14, 2001

May 31, 2001

June 1, 2001

June 5, 2001

July 11, 2001

August 14, 2001

November 14, 2001

FINANCIAL CALENDAR

Annual General Meeting

Press release on the first half-year 2000
(interim financial report)

Press release on the third quarter 2000

Press release on preliminary results for 2000

Financial press conference for the 2000
business year and the first quarter of 2001

Analysts' conference in Munich

Analysts’ conference in London

Annual General Meeting

Report on the first half 2001

Report on the third quarter 2001

Allianz Group
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From an early age, | wanted to fly. Later it became
a normality. But it was never as in my dreams. | wanted to
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Special Topic

Life insurance and asset management, growth markets of the
future. All around the world, government pension plans that
operate under the pay-as-you-go principle are facing a crisis.
The all-too-evident problems with the financing of such plans
are causing people everywhere to doubt that pension benefits
can be maintained at their current levels. The inevitable reform
of government pension Systems is giving rise to outstanding
opportunities for growth and earnings on the part of our life
insurance companies and asset management units. Everyone
has certain hopes and wishes for their retirement. 1o make
them come true, people need to let time work for them by
taking additional steps of their own to provide for their future

security. Make the most of time.

Aging societies

In a wide-ranging study entitled “Averting
the Old-Age Crisis,” the World Bank warned
in 1994 that pay-as-you-go pension systems
are eventually doomed to failure. Updated
in the spring of 2000, it was found that

the looming demographic crisis affecting all
regions of the world only worsened in the
six years after the report was first published.

Specifically, it was found that birth and mor-
tality rates everywhere are falling faster than
had been assumed. Thus, the percentage

of the world population made up of people
over 60 years of age will climb to about

16 percent in the year 2030. Today, this
group accounts for only about 10 percent of
the world population. In the highly develo-
ped OECD nations, about 20 percent of the
population is already over 60 years of age;
by the year 2030, that number will have
grown to 30 percent.

Proportion of the population over 60 years old

in %

2000 2010 2020

Source: World Bank.
B World Hm OECD

Increasingly longer life spans

The following projections for Germany
clearly illustrate the dramatic impact of low
birth rates and medical advances on the
nation’s population structure. Germany
currently has about 3 million people over
80 years of age. By the year 2050, this
group will have more than tripled to around
10 million people. Because the population
as a whole is expected to diminish signifi-
cantly over the same time period, nearly
one German in six will be elderly, at least
according to today's standards, by the
mid-21st century. Today, fewer than one in
25 Germans belongs to this group.

Government pension systems at risk of collapse
This means, however, that the government
pension systems of virtually every industria-
lized nation are reaching their limits in
terms of financing. Under the prevailing
pay-as-you-go systems, current pension be-
nefits are paid from incoming premiums.

As long as the number of workers increased
compared to the number of retirees, these
systems functioned very well, at least in
the OECD nations for which figures are
available. Over the last 25 years, 45 million
people entered into retirement in these



Bl Public net debt
as of 31/12/1994

B Net pension liabilities
1995-2050

countries. Thanks to the baby boom after
World War II, however, the working popu-
lation increased by 120 million.

This trend has since been reversed. Over
the next 25 years, about 70 million people
in the OECD nations will reach retirement
age. Over the same time period, however,
only 5 million additional employees will
enter the work force. The consequence is
clear: a decreasing number of workers will
have to pay for the pensions of an increasing
number of retirees.

Generation conflict inevitable

The situation will create a serious dilemma
that could well result in bitter conflict be-
tween the generations if governments (those
that have not already instigated fundamen-
tal reforms) do not act quickly. If the cur-
rent pension systems are merely propped up
and the same level of benefit entitlements
and premium rates maintained, the problem
can only worsen, as coverage gaps will
inevitably arise over the next few decades.
The discounted present value of these so-
called net pension liabilities will in some
cases substantially exceed the public net
debt at today’s levels. In Germany, for
instance, they would amount to 110 percent
of this country’s gross domestic product in

Public net debt and net pension liabilites
as % of GDP

I 4@ France
I @ Germany
L taly
L Japan
- Great Britain

30‘ 60‘ 90‘ 120‘ 150‘ 180‘

Source: Swiss Re
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1998. The following diagram shows the
percentage of gross domestic product that
net pension liabilities account for in certain
countries.

Smoldering global problem

No part of the world is immune to these
demographic changes. In some emerging
economies, the transformation is even

more dramatic. This development, in turn,
also threatens to undermine the traditional
family support systems for taking care of the
elderly.

In South Korea, for instance, the birth rate
has been on the decline since the late
1980’s. The rapid pace of aging in this
society is especially pronounced in compari-
son to other countries. The following table
shows the number of years it took in diffe-
rent countries for the proportion of the
population represented by people 65 years
or older to increase from 7 percent to 14

percent.

France 130 years
USA70years
T o years
i pan ....................................................... 25years
G S years

These trends are progressively eroding the
traditional system of close family support.
According to a survey by the South Korean
Bureau of Statistics from the year 1 999,
the percentage of people providing financial
support to their parents dropped to 58.2
percent from 62.1 percent.
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Special Topic

In the People’s Republic of China, the pro-
blem has been further exacerbated by the
official one-child policy. This policy is not
only altering the demographic structure of
society, but also destroying the traditional
custom of children supporting their parents.
Additional strains are being provoked by the
tumultuous economic changes sweeping the
country: in earlier times, the government
pension system was virtually reserved for
employees and workers of state enterprises,
while the rural population and private-
sector employees were largely dependent
on their families for support in old age.

But this system will not be able to survive
in the current environment.

Social security systems in need of reform

This means that governments will have to
reform their social security systems. Nume-
rous industrialized nations have already re-
versed course by promoting supplementary
retirement security plans financed with
capital savings. In the United States, where
privately financed and employee pension
plans have traditionally played a major
role, steps were taken in the early 1980s

to further encourage private retirement
savings, in particular by means of special
tax-favored retirement accounts known as
401 (k) plans, for which the employer and
employee each pay 50 percent of the contri-
butions. The trend is leading away from the
former system of employer-financed pension
plans and in the direction of individual
retirement savings accounts that afford the
employee more influence and control.
Private retirement plans are also being
promoted.

The Netherlands, Sweden, Great Britain and
Switzerland have also taken steps to boost
fully-funded retirement plans. ltaly, confron-
ted with the direst demographic trends in
Western Europe, vigorously tackled the
necessary reforms only in 1995, when the
system was entirely overhauled. To make
up for the lower level of pension benefits,
this nation promotes private retirement
savings. Since this time, Italy has become
one of Europe’s fastest-growing markets

for private retirement planning products.
With its actions, [taly proved once again
that public policy can successfully motivate
citizens to provide voluntarily for their own
future security needs if they are only given
reasonable incentives to do so.

A need to catch up

Compared to the progress made in other
countries, Germany and France have some
catching up to do in this area. Efforts in
these countries to reform the extremely
costly pay-as-you-go pension systems have
made very little headway.

Although the aging of society and the high
rate of unemployment in France are en-
dangering the pay-as-you-go government
pension system, incentives to stimulate
private saving or to strengthen fully-funded
employee pension systems have yet to be
introduced.

Aportionment of old-age income *

Germany Great Britain USA

In % n % in %
State pension 85 65 45
Company pensmn S
Private pension 10 10 4%

* 1997 or 1998 for the average two-person retiree household.
** of which 25 percent income from employment
Source: German institute for old-age provision



Germany still needs to reform its social
security system. The research institute Prog-
nos, for instance, studied the impact that
will result from the corrections made to cer-
tain details of German pension law over the
last four years. The thrust of these measures
has been to curb the future increase in pre-
mium rates, while also, however, signifi-
cantly diminishing the benefits paid under
the government social security system.

Prognos estimates that the effect of these
changes could well diminish the average
amount of benefits paid under old age, redu-
ced earning capacity and survivors’ pensions
by 20 percent to 25 percent. Thus, even
under the pension law in force today, there
will be considerable gaps in the coverage of
so-called biometric risks, including

> survivors’ coverage

> occupational disability coverage

> coverage for long-term care, and

» coverage for extended life spans.

As it stands today, these gaps in the coverage
of “classical” insurance risks have to be
closed by means of private savings. Private
saving will become all the more necessary as
current and future generations seek to insu-
late themselves from the consequences of the
continuing demographic trends. By the year
2030, for instance, the number of retirees

in Germany will be approximately equal to
the number of workers. No pay-as-you-go
pension system will be able to withstand
such a strain.

Allianz Group

Private savings and capital accumulation

on the increase

[t is therefore an inescapable conclusion
that tomorrow's retirees will need to accu-
mulate a significant portion of their own re-
tirement savings. They may have no choice
but to apply existing or inherited assets to
supplement their pensions. Those who have
already attained the desired level of security
will turn to asset management products to
grow their savings even more.

These trends harbor outstanding business
opportunities. The structuring and manage-
ment of investments is a worldwide growth
sector that still has its best years ahead of it.
In Europe alone, privately managed assets
are expected to increase at an average an-
nual rate of 10 percent to 15 percent over
the next decade.

Swiss Re has estimated the market potential
for the private life insurance industry if the
existing financing gaps inherent in govern-
ment social security systems must be made
up through life insurance products.
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Bl Actual penetration
Bl Required additional

penetration

In that case, the life insurance markets

in Italy and Germany will triple in volume
and nearly double in Canada and France.
The greatest potential increase would occur
in Japan, with an additional market volume
of about 250 billion euros.

Actual and required life-insurance penetration

as % of GDP

- Canada
I France
_ .......................................... Germany
- taly
A sapan
_ Great Britain

Source: Swiss Re

All signs point to growth in the mutual fund
business as well. The growing interest in mu-
tual fund investing is the manifestation of a
long-term trend. In the United States, for
instance, we predict annual growth rates of
27 percent in the mutual fund business. Si-
milarly high growth rates are expected in the
European markets as well. In the next few
years, an estimated 30.6 billion euros will be
invested in stock and bond funds in Germany
alone. To catch up with its partner nations

in this respect, Germany has much ground to
cover, as the following diagram shows.

Average mutual fund investments per capital

in € 000s
................................................................................. 20
................................................................... 18 1
......................................................................... 10
9 10
....................................................... 5
5

2.5

Germany‘ Nether- | France | Austria ‘ USA ‘

lands

Excellent business opportunities

We are perfectly positioned to exploit the
staggering potential of this market because
we have the knowledge and the resources
to compete successfully on a global scale

in these, our core business segments. As a
global player, we stand to profit from the
trend of internationalization of investing,
which is certain to proceed apace, and from
the worldwide networking of asset manage-
ment services. There is hardly another bu-
siness in which size and international orien-
tation exert such a positive, direct effect

on economies of scale and scope, cost and
performance advantages and the additional
advantages generated through knowledge
transfer. Together with PIMCO, we have
assets under management of 645 billion
euros and are therefore one of the world’s

leading asset managers.

Full range of products and services

under one roof

We can already pass these advantages on
to our 60 million clients around the world.
We maintain large operating entities in all
important markets. We continue to grow
through internal growth and acquisitions.
We offer our customers an extensive port-
folio of financial products to protect their
standard of living in old age, tailored to
suit their individual security planning needs
and the national laws and practices in each
country in which we operate.

> We offer all types of guaranteed-
return investments, products that provide
ideal protection against the biometric risks
of aging.

» We operate pension funds, especially
in the markets of the transforming econo-
mies of central and eastern Europe.



> We have in-depth experience in
the operation of company retirement plans
organized under the insurance principle.

» We are currently in the process of
building a third core business area, asset
management for third parties, on the basis
of the asset management competence that
we have cultivated for more than 100 years.

Enhanced future security with

life insurance products

Our life insurance products are meant to
assume those functions that government
pension insurance systems have been able
to perform with great success until now.
Thanks to the unique ability of actuarial pro-
ducts to balance risks among members of a
group and over time as well, these products
provide unrivalled protection, at an unbea-
table price, against the vagaries of the finan-
cial markets. It is therefore possible to gua-
rantee the minimum capital available for
old-age provision decades in advance. Only
a life insurer can transform capital into a
life-long pension and also provide financial
protection for individuals and their families
against loss of earning power.

Capital accumulation

Customers who have already secured their
desired standard of living in old age and
want to accumulate additional capital may
choose from among the approximately 300
mutual funds and special-purpose funds
distributed by our asset management entities
and to select those products with the right
risk/return profile to suit their needs. We
also distribute these funds through our
mobile representative network, independent
financial advisors and brokers, the Group’s
own specialized organization, investment
shops and via the Internet.

In spring 2000 we are launching eight funds
of funds onto the market in Europe. These
funds are registered in Luxembourg and can
be sold internationally. Products from RAS,
PIMCO and AGF can be included under this
mutual fund structure. The following dia-
gramm shows a projection for the develop-
ment of future demand.

Assets under Management 1996 - 2005 *
in € billion

1996 2000 2005

* Calculated for average growth

On the whole, therefore, we are very well
positioned to take full advantage of the
outstanding business opportunities in life
insurance and asset management. Our sales
organizations are lined up in the world’s
most important markets and we possess the
investment and insurance expertise of an
internationally active financial services pro-
vider with more than 100 years of experi-
ence. We put this expertise and experience
to work in the service of our customers,
whom we encourage to heed the slogan of
our pictorial series in this annual report:
“Make the most of time.”

Allianz Group

B France
Bl Spain
Germany

Italy
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Macroeconomic Developments

Economic outlook brightens.

The global economy, still

suffering from the after-effects of the crises in Asia, Russia and

Latin America at the beginning of 1999, began to pick up pace

again as the year progressed. Despite this, the upturn failed to

have much impact on sales of property and casualty insurance.

Personal insurance and asset management provided particularly

attractive business opportunities. The economic upswing was

anticipated by the equity markets, with share prices rising

sharply in the last quarter of the year.

MACROECONOMIC DEVELOPMENTS

Western Europe

Stuttering upswing. The engines of economic
growth moved into a higher gear in our
home market of western Europe. Over 1999
as a whole, however, the pace of expansion
failed to match expectations, with only
Spain (3.7 %) and France (2.9 %) growing
rapidly. All in all, growth proved less robust
than last year, as the chart below shows.

GDP growth in western Europe

Germany

France

Switzerland

Great Britain

Il 1998

1999

Inflation under control. With money losing an
average of 1.1 percent of its value in the
euro area as a whole, inflation was generally
kept under control at a relatively low level.
Price rises were substantially higher in Spain
and Italy.

High unemployment. A look at the unemploy-
ment figures offers little good news to cheer,
apart from the satisfactory situation in Great
Britain. Despite the improved economic
climate, unemployment rates held steady at
a disappointingly high level.

Unemployment rate in western Europe

in %
Germany
11.8 -
......
Austria

HEE 1998 W 1999

Property and casualty insurance lack growth
impulse. The overall economic health of our
core markets in Europe failed to provide any
fresh impetus for our property and casualty
operations. Nevertheless, we were still able
to appreciably boost revenues from property
and casualty insurance, by just under 4
percent. Additional premium income was
mostly generated from business involving
private customers, and was largely attribut-
able to higher rates charged for automobile



insurance. These increases had become
unavoidable due to the high level of claims,
notably in Italy, Spain and Germany. In the
Austrian auto insurance market, on the other
hand, premium income fell 6 percent. With
growth of some 7.5 percent, property and
casualty insurance in Portugal developed at
a far faster pace than in other EU markets.

Life and health insurance joins asset manage-
ment on the upward path. These core busi-
ness lines witnessed a more positive trend
in western Europe due to the fact that these
markets are significantly affected by a
number of other factors besides the general
economic situation.

» Changes in the demographic age
structure of society are presenting an increa-
sing threat to the prevailing model of state-
funded pensions. In 1999, the populace
took a far more realistic view of this fact
than before.

> At the same time, personal wealth in
western Europe has risen rapidly in the
wake of an unprecedentedly long-lasting
period of prosperity.

» The rapidly developing share and
investment culture in the continental Euro-
pean countries also gave additional impetus
to asset management.

These three developments help to create
excellent prospects for growth in life and
health insurance as well as asset manage-
ment. This trend made itself more than
apparent in the year under review. Market
growth in life insurance ranged from 59
percent in Germany, 35 percent in ltaly and
15 percent in France. The sharp decline of
7 percent in Switzerland is attributable to a
non-recurring tax effect.

Allianz Group

The special section on page 30 provides
additional information about the unusually
high potential for growth in these business
segments.

Central and eastern Europe

As of the second quarter of 1999, the econo-
mies in this region started to recover from
the effects of the financial crisis in Russia.
Moreover, they also benefited on a broad
scale from the nascent economic upturn in
western Europe. Signs of an upswing were
particularly in evidence in Hungary and
Poland. The Czech Republic continued in
recession, although the downturn was con-
siderably less severe than it had been in the
previous year. Inflation rates in central and
eastern Europe eased.

Inflation in central and eastern Europe

in %

T

Bl Hungary B Poland Czech Republic

GDP growth in central and eastern Europe

in %

Bl Hungary B Poland Czech Republic
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United States and the NAFTA zone South America

The economic boom in the United States Major currency fluctuations dominated the
continued its upswing unabated. Driven by markets in South America at the start of the
private consumption and business invest- year, with several larger economies going
ment, the U.S. economy again put in a into reverse as a result. The contraction was
powerful performance, rising an impressive particularly severe in Chile, Venezuela and
4.2 percent. The robust expansion was Argentina, as the chart below shows. On the
accompanied by lower unemployment and a plus side, Brazil recovered from the previous
higher rate of inflation. year’s recession, even though inflation did

start to pick up again. Taken as a whole,
GDP growth, inflation und unemployment rate USA

' however, inflation risk in South America re-
in % mained largely under control. Even inflation
in Venezuela slowed from 36 to 23.6 percent.
High unemployment rates remained one
" of the core problems facing the continent

- in 1999.

In this macroeconomic environment the

major South American insurance markets
Bl GDP growth Hl Inflation

Unemployment rate

stagnated.

GDP growth in South America

. .. . . in %

Only a slight rise in premium income was
i Venezuela

recorded for property and Casualty insur- e
ance in the United States. Overcapitalized, Chile
the market is undergoing a phase of radical sl OO . NSRRI
consolidation. This trend prevents prem- Brazil
iums from being raised to a more appro-
priate level given current requirements. In Argentina -

life and health insurance, the demand for

variable-rate annuity products increased at

. e BN 1993 W 1999
the expense of traditional life insurance.

The economic indicators in Canada also
remained clearly positive, with the rate of
growth accelerating to 4.2 percent. In
Mexico, on the other hand, the economic
boom slowed, as the gross domestic product
expanded by only 4.8 percent in the wake
of inflation totaling 16.6 percent.



Asia and Australia

Most of the countries in this region bene-
fited from a swing back to expansion in
1999; even the recession in Japan came to
an end. The Australian economy had another
very good yeat, registering growth up 4.4
percentage points. This performance put the
fifth continent back into a leading position
in the international arena. South Korea’s
economic statistics point to a resounding
recovery, with growth totaling 10.7 percent,
inflation almost imperceptible at 0.8 percent
after 7.5 percent last year, and the unem-
ployment rate falling to 6.3 percent.

GDP growth, inflation und unemployment rate South Korea

in %

Allianz Group

Overall, following in the wake of the Asian
crisis demand was buoyant in industrial risk
insurance, automobile insurance and per-
sonal lines. The same was not the case for
the huge, dominant Japanese insurance
market.

GDP growth in Asia

in %

Bl GDP growth

mm Unemployment rate

Bl |nflation

The other countries also recovered from the
crisis of previous years, in particular Taiwan,
Singapore, Malaysia and Thailand. While the
economy in Indonesia continued to stagnate,
a high level of economic growth continued
in China at 7.1 percent (1998: 7.8 percent).

Bl Singapore Bl Malaysia

Indonesia B Thailand
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Macroeconomic Developments

—
DAX

Dow Jones EURO STOXX 50
FTSE 100
S &P 500

Nikkei 225

DEVELOPMENTS OF THE
CAPITAL MARKETS

The international capital markets proved
highly volatile in 1999, although the after-
effects of the previous year’s financial crises
gradually faded. By the second half of the
year, Latin America, Asia and Russia were
no longer synonymous with uncertainty. As a
result the equity markets in Europe and the
United States were able to make up lost
ground. Moving in the opposite direction,
demand for fixed-income securities fell
steadily, causing yields on long-term bonds
to rise sharply in all the major economies
with the exception of Japan.

Share prices

Equity markets

The German DAX share index started the
year on a downward curve, falling 6.5 per-
cent from its year-end 1998 level of 5,002
points to less than 4,700 by March. Remain-
ing more or less at the same general level in
the second and third quarters, share prices
nonetheless proved extremely volatile with
big fluctuations over short periods of time.
The DAX experienced a run-up in the last
three months of the year to end 1999 at
6,958 points. For the year as a whole, the
DAX gained 39.0 percent.

The Dow Jones EURO STOXX 50 — an index
tracking the performance of the over all
stock market of the euro zone — followed
the same pattern, managing to rise a healthy
46.7 percent over the entire twelve-month
period. The gains for the year recorded by
the Standard & Poor’s 500 index in the U.S.
(up 19.5 percent) and the FTSE 100 index
in Britain (up 17.8 percent) were
appreciably lower.

At December 31, 1998 = 100



Bond markets

The markets for long-term, fixed-interest se-
curities ran counter to the stock exchanges
and prices lost ground for investors. Bonds
experienced a substantial boom in 1998.
Returns on ten-year governments bonds
increased significantly in the USA, Great
Britain and Germany over 1999, as shown
in the accompanying table. By contrast
capital market rates in Japan remained at a
low level.

Currency markets

The euro was introduced as a common
currency for eleven European countries at
the beginning of 1999. Over the course of
the year, the new currency fell short of
expectations, losing some 14.6 percent of
its value against the dollar and 11.9 percent
against the pound. The Japanese yen rem-
ained firm, strengthening no less than 10
percentage points against the dollar overall.

Yield

in %

Exchange rate

re-indexed

Allianz Group

Germany

USA

UK

Switzerland

Japan

USD/Euro
GBP/Euro
SFR/Euro
I

Yen/USD
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| had to go a long way and overcome great obstacles,
to find myself. This process took me many years.

And then it took me another six weeks to get here.




44 Group Management Report: Overview

Continuing the trend of the previous year, the Group again
posted double-digit increases in sales and earnings in 1999.
Premium income rose by 16.4 percent to 53.8 billion euros. Net
income increased by 22.8 percent to 2.2 billion euros. Accor-
dingly, earnings per share increased from 7.50 to 9.11 euros.
Adjusted for extraordinary effects, net income grew to 2 billion
euros, meeting the Group’s plan target of 11 percent. The divi-

dend is to be increased from 1.12 to 1.25 euros per share.

OVERVIEW

Premium income

Consolidated sales revenue in the form of
gross premiums booked worldwide increased
to 53.8 billion euros in 1999, representing
a gain of 7.6 billion euros, or 16.4 percent,
over the previous year. Adding the premiums
for life insurance policies that are primarily
in the nature of investment contracts, which
are not recognized under International
Accounting Standards (IAS), the entire
volume of premium income totalled nearly
60 billion euros.

The increase in sales revenue can be attrib-
uted to three main factors:

» The Group generated internal growth
of 5.3 percent, or 2.4 billion euros,
exceeding our own plan targets.

» Another 1.1 billion euros in revenue
resulted from exchange rate move-
ments. In particular, the strength of
the U.S. dollar against the euro had
a positive influence.

» Changes in the group of consolidated
companies lifted premium income by
a total amount of 4.1 billion euros.

The following is a summary of the most
significant additions to the group of consoli-
dated companies:

» AGF Group, consolidated for the full
year (previous year: three quarters):
+ 2.6 billion euros;

» Allianz Australia, as of January 1,
1999: + 0.6 billion euros;

» First Life in South Korea, as of July 1,
1999: + 0.4 billion euros;

» McGee in the United States, as of
January 1, 1999: + 0.2 billion euros;

> Société d’Assistance Internationale
(Sacnas), as of January 1, 1999:
+ 0.2 billion euros;

> Allianz President in Taiwan, as of July
1, 1999: + 75 million euros.

The additions to sales revenue from newly
consolidated companies were offset by sales
revenue reductions of 112 million euros
resulting from deconsolidations. Specifically,
the following companies were sold: ELVIA
Leben in the Netherlands, ELVIA in Bel-
gium, the AGF branches in Germany and
[taly and Allianz Bice in Chile.

Earnings

Earnings before taxes increased by 11.6 per-
cent to 4.8 billion euros. This figure includes
goodwill amortization charges, which in-
creased to 484 (246) million euros, largely
because of an extraordinary amortization
charge of 128 million euros for Allianz
Australia. The Group’s contribution to the
compensation fund for victims and survivors
of the Holocaust, was 76 million euros.



The tax charge was reduced to 1.3 billion
euros. Tax changes in Germany and Italy
required revaluation of deferred tax re-
ceivables and liabilities. This provided a
one-off income of 484 million euros. If this
extraordinary effect is deducted the tax rate
is 37.1 percent.

The share of minority interests in earnings
increased to 806 (739) million euros, while
AGF’s and Riunione Adriatica di Sicurta’s
earnings were significantly higher.

Net income increased by 22.8 percent to 2.2
billion euros. Excluding the non-recurring
effects mentioned above, namely the non-
recurring tax gain, the extraordinary amor-
tization charge on the goodwill of Allianz
Australia and the Holocaust reserve, net
income increased by 11 percent.

Earnings per share came to 9.11 euros.
Adjusted for non-recurring effects, earnings
per share were 8.24 euros. The market
value of securities available for sale appreci-
ated considerably, lifting shareholders’
equity by 0,9 billion euros, or 3.55 euros
per share. Management will propose raising
the dividend for the fiscal year 1999 from
1.12 to 1.25 euros per share.

Opverall, shareholders’ equity increased by
29.5 percent to 28.8 billion euros, corres-
ponding to 117.5 euros per share.

Allianz Group

SEGMENT REPORTING

In the following, transactions among busi-
ness segments have been eliminated.

Property and casualty insurance

Premium income from property and casualty
insurance rose by 16.7 percent to 36.0 bil-
lion euros, while the share of total consoli-
dated sales revenue contributed by this
business line remained practically unchanged
at 67.0 percent. Net of consolidation and
foreign exchange effects, the Group gene-
rated internal growth of 3.9 (3.6) percent,
mostly in the dynamic markets of Italy and
Spain. In these markets, we were able to
implement higher rates, which were nece-
ssary in view of the sharp rise in loss expen-
ses. In Germany, our property insurance
group arrested the trend of deteriorating
premium income, posting a slight 0.1 per-
cent gain in sales revenue for the first time
in three years, bringing sales revenue to

9.4 billion euros.

Property and Casualty insurance

1997 1998 1999
7 €mn €mn 7 7€7n71n”

Gross premiums 25,255 30,868 36,027
lossratio  739%  744%  774%
Bpense raio 2550  264%  271%
po 1196 ........ o : 90 N
Investments 79863 109116 115511
Insurance Reserves 45069 58864 62195

The combined ratio, i.e., the ratio of loss
expenses and costs to premiums earned,
increased by 3.7 percentage points to 104.5
percent in the fiscal year 1999, primarily as
a result of the higher loss ratio, which wor-
sened by 3.0 percentage points to 77.4 per-
cent. Two principal factors were responsible
for this development:
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Group Management Report: Segment Reporting

> Average loss expenses per loss event,
specifically in the case of personal injury,
increased significantly in automobile insu-
rance. This development is in line with
the long-term trend. By contrast with 1998,
however, claims frequency underwent a
significant increase for this class of insu-
rance in 1999.

> Loss expenses from natural disasters
were also significantly higher, especially at

our companies in Germany, France, Switzer-

land and Austria. The two storms “Lothar”
and “Martin” alone caused loss expenses of
more than 260 million euros after reinsur-
ance. We were also affected by the earth-
quakes in Turkey, Greece and Taiwan.

The expense ratio edged up slightly by

0.7 percentage points to 27.1 percent, due
mainly to capital spending on new informa-
tion technology, marketing and advertising.

Net investment income improved dramati-
cally, rising 35.7 percent to 7.7 billion euros.
The improvement is mainly due to the
higher level of realized investment gains.

At 2.6 (1.2) billion euros, these profits
amounted to 2.3 percent of total investment
holdings.

Opverall, net income rose by 0.4 billion eu-
ros, or 30 percent, to 1.9 billion euros. This
increase was due in large part to the non-
recurring tax effect described on page 45.

The main contributions to the improvement
in result came from the companies in Ger-
many, France, Italy and the USA.

The earnings contribution from Great
Britain was considerably lower than the
comparable previous-year figure. Our
companies in Austria, Australia and Spain
closed the year with a loss.

Life and health insurance

In life and health insurance, sales revenue
increased by 16.3 percent to 18.5 billion
euros. Net of consolidation and foreign
exchange effects, internal growth, at 8.0
(3.6) percent, was considerably stronger
than it had been in the previous year. Sales
revenue was buoyed above all by the strong
business performance in Germany, where
the ongoing political discussion regarding
the future of the government pension sys-
tem opened the public’s eyes to the impor-
tance of making private pension provisions.
These debates also discussed the plans of
the German federal government to tax
capital accumulation life insurance policies.

Life and Health insurance

1997 1998 1999

Cemn emn  €mn

Gross premiums 14,009 15,882 18,473
OOV OUUUUUUUOTURUUR VORIV .
OO U EOAUTURIUUUURIUOUURUTURNPLOPUUUUURORTO N
ST rU UOTUUUUUUURUOVURUUOTUTIROOURUORRUOAR .

Insurance Reserves 111,374 179,362




Premiums from products with a strong
investment bias, which are not included
under IAS, even rose by 39 percent to 6.8
billion euros. Our new joint ventures with
banks in Italy exerted a particularly positive
effect here. Total premium income in life
and health insurance rose, taking into
account these premiums, by 21.7 percent to
25.2 billion euros. The following table shows
the sales achieved in individual countries
with investment-oriented products.

Sales revenue from unit-linked
life insurance products

1998 1999
€mn €mn
France 2,077 2,721

Other countries

Total 4,868 6,775

As a direct result of the rising sales of in-
vestment-oriented products, the expense
ratio increased by 0.4 percentage points to
16.4 percent. Under IAS rules, the expense
ratio includes not only the risk and cost
portions of premiums but the entire amount
of the costs related to these premiums.

Net income from investments amounted to
11.3 (9.9) billion euros. As in the past, this
figure was largely influenced by the persis-
tently low interest rates in many countries,
because more than two thirds of the Group’s
investment assets are invested in interest-
bearing securities. Nonetheless, we took ad-
vantage of the favorable stock market condi-
tions to realize gains. Gains on the sale of
investments doubled to 1.6 billion euros.

Allianz Group

Net income for the year of 0.4 billion euros
did not quite reach the level of the previous
year. The decline in net income is due main-
ly to a non-recurring event in the United
States. Our subsidiary Allianz Life of North
America had to take substantial writedowns
in connection with acquisition expenses
capitalized in earlier years as numerous
fund-linked annuity insurance policies had
been cancelled.

The company closed the year with a loss of
0.8 million euros. In the previous year, the
company had reported a profit of 100 million
euros.

Asset management and other financial services
Asset management for external investors is
our new core business sector, and 1999 was
the first full year in which it was operated
as such. To a much greater degree than ever
before, we are placing our asset manage-
ment competence in the service of our
customers, managing investments totaling
30 (23) billion euros for account of private
and institutional investors in 1999. This
business unit, though still in the early stages
of expansion, generated net income of

53 (20) in 1999, with earnings improving
across the board in all markets.

In addition to our activities in this business
sector, we also manage the Group’s own
investments serving as cover for insurance
reserves, equity capital and long-term debt.
The value of these investments at the end
of 1999 was 320.2 (287.0) billion euros.
Net income from these investments rose to
18.4 (14.8) billion euros. This figure in-
cludes realized investment gains of 5.9 (3.0)
billion euros.
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Group Management Report: Looking ahead

Employees

The Allianz Group employed 113,584
employees worldwide in fiscal year 1999,
representing an increase of 7,908 over the
previous year. Most of the new employees,
specifically 7,130 of them, came from the
newly consolidated Group companies. More
than 63 percent of our employees now work
outside Germany.

LOOKING AHEAD

The forecasted economic developments —
accelerating growth in Europe, slower
growth in the NAFTA countries, modest
growth in the Asian region — do not hold
the promise of any significant stimulus to
the insurance industry. In the current year,
we intend above all to improve the earnings
power of the Group and accelerate the rate
of internal growth.

The following figures are based on exchange
rates in effect at the end of 1999.

We have set ourselves the goal of increasing
premium income by 2.2 billion euros, or

4 percent, to 56 billion euros, by the end
of 2000.

In the financial services business segment,
we anticipate a significant advance in asset
management for third parties. First-time
consolidation of PIMCO, which on Decem-
ber 30, 1999 managed assets valued at 260
billion euros, will significantly increase
assets under management.

Confounding the predictions of many an
expert, the dreaded millennium changeover
went off without major problems. The com-
panies of our Group had prepared intensi-
vely for this event in order to rule out any
significant disturbances in connection with
the date change. To date, our customers
have not filed any serious claims in this
regard.

[t is our expectation that net income for the
year 2000 will improve by about 10 per-
cent, to approximately 2.2 billion euros.
This forecast applies on the basis of the
adjusted 1999 net income, i.e., net of non-
recurring effects. This estimation, however,
is subject to the condition that net income
will not be adversely affected by large-scale
damage resulting from natural disasters and
other major-damage claims, nor by serious
turmoil in the capital markets.



RECOMMENDATION FOR
APPROPRIATION OF PROFIT
ALLIANZ AKTIENGESELLSCHAFT

Unappropriated earnings of € 354,437,500
are at the disposal of the annual meeting of
shareholders. We propose that this amount
be appropriated as follows:

1. Distribution of a dividend of € 1.25 per
qualifying share, any amount payable on
shares held by the company being carried
forward to new account;

2. Allocation of € 47,850,000 to other
appropriated retained earnings.

Munich, May 2, 2000
Allianz Aktiengesellschaft

The Board of Management

Dr. Schulte-Noelle Dr. Achleitner
Bremkamp Diekmann
Dr. Faber Dr. Hagemann
Hansmeyer Dr. Perlet

Dr. Rupprecht

Recommendation for Appropriation of Profit
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Two things are needed to succeed at studying:

interest and time. | had always possessed the former,
but unfortunately lacked the latter. | am going to take

as much time as | need, and that is quite a lot.
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Group Management Report: Regional Reports

In the following report of PROPERTY AND CASUALTY INSURANCE
results by countries or re-
gions, transactions among
the reporting units have not

, Germany. We are active in this market through the companies
been consolidated. We have

combined our global busi- of Sachversicherungsgruppe Deutschland, Hermes Kreditversi-
ness in credit insurance with
the segment travel-insurance cherungs-AG and Allianz AG, including its majority-owned sub-

and assistance services for

sidiaries. Besides acting as a holding company for the Grou
the first time on pages 70 g g pany ft 12

and 71 of this Annual Report. Allianz AG also serves as the Group’s reinsurer. With sales of
The relevant premium in-
come is no longer included 11.4 billion euros, we are the number [ property and casualty

with property and casualty

insurance by countries or insurance company in Germany.

regions.

Premium income increased by 2.6 percent,
or 286 million euros. Of the total premium
income, 9.4 billion euros was contributed
by Sachversicherungsgruppe Deutschland,
and 2.0 billion euros by Allianz AG.

Gross premiums

1997 1998 1999
€mn €mn €mn
Sachversicherungsgruppe 9,559 9,415 9,420
Allianz AG 4,956 4,761 5,180
Consolidation property/
casualty insurance
in Germany -3,118 -3,024 - 3,163
Property/Casualty
insurance Germany 11,397 11,151 11,437

Earnings after taxes rose 39 percent to 1.9
(1.4) billion euros. This considerable in-
crease is attributable primarily to the higher
level of realized investment gains and a
special tax-related effect resulting from a
reduction in the corporate income tax rate.



Earnings after taxes, before amortization of goodwill

1997 1998 1999
7 €hm €mn ”€7n'1n"
Sachversicherungsgruppe 542.1 640.4 695.6
MianzAG 8695 11159 15001
Subtotal 1,411.6 1,756.3 2,204.7
Consolidations:
Profit transfer 295.1 340.5 236.3
Dividends, Other 3 579 754
Property/Casualty
insurance Germany 1,079.4 1,357.9 1,893.1

The Group’s three most important opera-
tions in the German property and casualty
business reported the following develop-
ments:

The premium income of Sachversicherungs-
gruppe Deutschland (SGD) edged up 0.1 per-
cent (— 1.5 percent) to 9.4 billion euros.

In this, SGD was finally able to achieve a
slight increase in sales after three years of
declining premium income.

The company was especially successful in
automobile insurance. Contributing nearly
40 percent of total sales, this business line
underpins the entire business performance
of SGD. The premium income decrease in
this business was less than half the decrease
reported in the previous year. Sales were
nonetheless lower due to the fact that the
special rates afforded to well-performing
automobile insurance risks are having a
greater impact on the insurance portfolio.
And yet the strategy of offering special rates
to well-performing risk groups with the aim
of winning new customers in large numbers
was again successful in 1999. Sales of
industrial and commercial insurance posted
another slight increase in spite of the
generally weak state of the corresponding
markets.

Property/Casualty

The loss ratio deteriorated to 72.0 percent
(66.1 percent), primarily as a result of the
significant 8.6 percent increase in the num-
ber of automobile insurance claims. Losses
from natural disasters, including, in parti-
cular, the storm , Lothar“ in December 1999,
left their mark on the final income figure.
Expenses incurred in connection with major-
damage claims in the industrial insurance
business remained at a persistently high
level.

The expense ratio rose to 24.7 percent (24.3
percent), primarily as a result of further
investment in information technology.

The value of the investments of Sachversi-
cherungsgruppe Deutschland improved by
1.5 billion euros to 23.7 billion euros. Net
investment income improved by 8.9 percent
to 1.2 billion euros.

At 696 (640) million euros, the earnings
after taxes of Sachversicherungsgruppe
Deutschland were slightly higher than the
previous-year figure.

Sachversicherungsgruppe Deutschland

1997 1998 1999
Cemn emn  €mn

Gross premiums 9,559 9,415 9,420
lossratio  691% 6610  72.00%
Bpenseraio 2380 243%  247%
Eamings after taxes 5421 6404 6956
Investments 2491 22229 23,691
Employees 28312 27402 28487

53



54

Group Management Report: Regional Reports

Premium income in the reinsurance business
of Allianz AG increased to 5.2 (4.8) billion
euros. The 8.8 percent gain is mainly the
result of increased reinsurance activity
within the Group.

The loss ratio worsened to 74.4 percent
(73.0 percent). This indicator was adversely
affected by loss expenses in the amount of
114 million euros resulting from the un-
usually high number of natural disasters.

Allianz AG

Gross premiums

Investments 37,280 46,710 53,025

The expense ratio increased to 23.9 percent
(23.0 percent). This indicator is largely
influenced by reinsurance commissions.

The value of the investments of Allianz AG
appreciated from 46.7 to 53.6 billion euros.
Thanks primarily to the sale of the Group’s
equity interest in ERGO Versicherungs-
gruppe, net investment income increased by
slightly more than one third to 3.1 (2.4)
billion euros.

The earnings after taxes of Allianz AG impro-
ved to 1.5 (1.1) billion euros.

For the current fiscal year, we expect another
moderate increase in premium income from
property and casualty insurance in Germa-
ny. Moreover, we plan to increase sales in
the private customers segment, mainly by
way of higher automobile insurance pre-
miums. In view of the persistently intense
price pressure in the business of industrial
insurance and our strategy of retreating
from unprofitable business, we are projec-
ting lower premium income in this sector
in 1999.



France. With a sales volume of 4.6 (3.7) billion euros, Allianz
was able to maintain its third-place ranking among French
property and casualty insurers in 1999. The attention of our
French companies in 1999 was devoted in large part to the task
of integrating these companies that had formerly worked in-
dependently of each other in their respective spheres of AGE,
Athéna and Allianz. The integration work will be largely com-

pleted by the end of 2000.

In 1998, the premium income of the AGF
Group was consolidated as of April 1. On a
comparable annualized basis, therefore,
premium income stagnated, in line with the
market trend. Average premiums declined in
the face of greater competition for business.
Our sales and distribution cooperation with
the mail-order chain “Les Trois Suisses” and
UNIM (an organization of physicians and
other health care professionals) got off to a
strong start, although a significant impact on
sales can be expected only over the course
of the next few years. Sales of insurance po-
licies at the bank counters of Crédit Lyonnais
were significantly stronger than they had
been in the previous year, and we expect this
sales cooperation to deliver an increasingly
positive contribution in the future as well.

Despite the high level of average claim ex-
penses affecting the entire market, as well
as the unsatisfactorily low level of automo-
bile insurance rates and a spate of major-
damage claims, the loss ratio increased

1.7 percentage points to 81.4 percent.

Property/Casualty

The expense ratio worsened to 28.9 percent
(27.3 percent). The increase is attributable
to the costs of converting IT systems.

Net investment income rose to 1.0 billion
euros, mainly on the strength of realized
investment gains.

Earnings after taxes improved to 351 million
euros.

In France, we employed a total of 14,276
(14,563) employees in property and casualty
insurance, life and health insurance and
financial services. The decrease by 2 percent
is due mainly to the integration measures
during the fiscal year.

France Property/Casualty excluding Credit and Assistance

1997 1998 1999

€mn €mn € mn

Gross premiums

Employees

In the current year, we expect a moderate
increase in premium income. We intend to
boost sales with new products and assist-
ance services, other services and a sales
offensive. Our sales partner Crédit Lyonnais
now also offers property insurance for com-
mercial customers. Our business processes
are being streamlined and speeded up as

a result of the continuing integration of our
French property and casualty insurers. We
are lowering the costs of expert opinions
and introducing new work rules for agents,
under which their compensation will be tied
to results to a greater degree. Through these
measures, we expect to lower the expense
ratio substantially from the level of 1999.
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ltaly. We are active in the Italian market through the property
and casualty insurance companies of the RAS Group and
through Lloyd Adriatico. Their combined premium income in
1999 amounted to 4.1 billion euros, making us the second-

largest insurer in Italy.

A significant portion of the higher premium
income was generated in the automobile
insurance business, where we were able to
increase rates in 1999. As a result, the
premium income of the RAS Group rose by
7.6 percent to 3.0 billion euros. Lloyd
Adriatico increased its sales volume to 1.1
(1.0) billion euros.

Lloyd 1885, our direct insurer in Italy, again
posted growth in excess of 100 percent and
wrote premiums in the amount of 28 million
euros. This company sells insurance products
on the telephone and the Internet. In the
last quarter of 1999, the company sold an
average of 400 policies per week on-line.

The loss ratios of our Italian companies im-
proved, mostly because they discontinued
poorly performing automobile risks and were
very selective in the new business that they
wrote. Furthermore, the portfolio structure
was improved by means of rate differentia-
tion. On balance, therefore, our Italian com-
panies were able to hold their automobile
insurance loss expenses in check. The loss
ratio of the RAS Group was 79.1 percent
(80.9 percent), that of Lloyd Adriatico 83.2
(89.4 percent).

Having been successful in their efforts to
keep the rate of increase of administrative
expenses below the level of premium
growth, our [talian companies also reported
lower expense ratios. Three smaller com-
panies of the RAS Group — Lavoro & Sicurta,
L’Ttalica and Compagnia di Genova — were
merged with RAS and their respective sales
networks combined in 1999. These steps
will generate additional cost savings. The
expense ratio of the RAS Group was 24.5
percent (25.2 percent), and for Lloyd Adria-
tico 18.6 percent (20.2 percent).

RAS Group

1997 1998 1999

€mn €mn €mn
Gross premiums 2,485 2,749 2,958
lossraio 816%  809%  79.1%
Expenseratio  251% 25200 24.5%
Eamings after taxes 1325 1364 2014
Investments 6183 7116 7,046

Employees 4,662 4,705 5,064




The net investment income of the RAS Group
declined to 387 (416) million euros, due to
a decline in Italian capital market rates in
1999. The net investment income of Lloyd
Adriatico was 123 (156) million euros.

The earnings after taxes of the RAS Group
improved to 201 (136) million euros, and
for Lloyd Adriatico to 43 (22) million euros.
The reduced tax rate in Italy was a major
factor behind these increases.

Lloyd Adriatico
1997 1998 1999
emn €mn  €mn
Gross premiums 997 1,051 1,113
lossratio 8600  894%  832%
Bpense raio 1920  202%  18.6%
Eamings after taxes - 12 a7 025
Investments - 1792 192 2,020
Employees1398 ........ 1338 .......... 13]3

The Italian government has prepared a draft
law. One of its aims is to freeze tariffs in
automobile insurance at the level of the
previous year. If this political initiative is
successful, it would exert a major effect on
the financial position of our Italian property
and casualty insurer during the current
business year.

Property/Casualty

57



Switzerland.

' increased slightly by 0.5 per-

cent, in line with the general development
of this very competitive market.

Loss expenses caused by unusually violent

storms worsened the to 78.5 per-
cent (75.8 percent).
At 29.6 percent, the remained

at the level of the previous year.

At 277 (209) million euros,

continued to improve, buoyed in
particular by the higher level of realized
investment gains.

% remained virtually
unchanged at 113 million euros.

our Swiss companies ex-
pect to achieve another increase in premium
income, thanks particularly to the sales
icitiative in progress. Furthermore, Allianz
Versicherung Schweiz is the lead insurer for
the infrastructure projects being performed
at the LStschberg and Gotthard tunnels. The
business relationships established through
these projects will eventually produce higher
premiums as well.

By streamlining insurance portfolios and
tightening up the management structure,
we plan to further improve the earnings
guality of the Allianz Group in Switzerland.

Our company 4 (ART) in-
creased its sales by 21 percent to 428 million
euros. The greater portion of this companyOs
business originated from the sale of conven-
tional reinsurance, and yet the portion con-
tributed by sales of alternative risk transfer
solutions increased substantially to 82 (43)
million euros. These products, which re-
present a complementary mix of financial
and insurance expertise, are comprehensive
risk management solutions for industrial
corporations, financial institutions and

service companie%o
amounted to 29 (29) million euros.
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Great Britain. Our subsidiary Cornhill ranks sixth in the  Responding early to the poor business per-
o . formance, the company initiated a series of
British property and casualty insurance market. The company’s ) ) o
remedial measures in 1999. Automobile in-
premium income rose by 38 percent to 1.9 billion euros. surance rates were adjusted in the second
half of 1999 to reflect the higher incidence
of claims in this market. Additionally, we
In original currency terms, sales growth came shed unprofitable risks in this business and
to 22.6 percent. The company expanded its in the business of industrial insurance.
business with both industrial and private
customers. Higher premiums also resulted [t is our expectation that Cornhill will post
from the assumption of a portion of the much better results for the current year.
former portfolio of AGF (UK). In addition,

our animal insurer Pet Plan acquired the Cornhill

company Dog Breeders Insurance.

L . Gross premiums
Due to the hlgh incidence of ma]or_damage ...............................................................................

claims in the industrial insurance business g
and significantly higher loss expenses in
automobile and accident insurance, the loss

ratio increased to 80.9 (68.8 percent). Employees

Net investment income totaled 226 million
euros.

Due to the adverse claims experience,
earnings before taxes fell to 28 (71) million
euros.
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Austria. Allianz Elementar Versicherungs-AG experienced a
very disappointing year in 1999, generating a loss. The premium
income was 800 million euros. This property and casualty

insurance company is the market leader in Austria.

Amid generally stagnant market conditions,
the company posted a slight 0.3 percent
increase in its premium income in 1999.
The 4.7 percent decline in premium income
from automobile liability insurance was
somewhat more moderate than the rate of
decrease for the overall market.

The loss ratio increased to 84.3 (76.7 per-
cent) as a result of rising loss expenses, pri-
marily in liability and automobile insurance,
due in part to severe weather. In addition,
the strategy of risk selection through diffe-
rentiated rates did not produce the desired
result, due to the substantial discounts being
offered throughout the market.

Allianz-Elementar’s expense ratio for 1999
was 32.6 percent, after 31.8 percent in the
previous year.

Net investment income fell to 90 (97) million
euros.

Our Austrian subsidiary reported a net loss
after taxes of 12 million euros in 1999, re-
ducing the Group’s consolidated income by
the same amount (previous year: 13 million
euros profit).

Allianz Elementar

1997 1998 1999
€mn €mn €mn
Gross premiums 829 804 806

Employees

Several projects were initiated at the end of
1999 with the aim of lowering the cost ratio
to an internationally competitive level and
improving the loss ratio. These projects will
produce positive results during the course of
the current year. Among other measures,
automobile insurance rates were raised and
higher deductibles were often attained in
the course of work-out negotiations. The
company plans to increase the profitability
of its processing operations. Because of
these restructuring measures, we expect
sales to increase only moderately in 2000.



Spain. With premium income of 1.1 billion euros, our property
and casualty insurance company Allianz Compania de Seguros
y Reaseguros ranks third in this market. The company was for-
med in 1999 from the merger of the former Allianz and AGF

insurance companies in Spain.

The focus of attention in 1999 was devoted
primarily to the work of consolidating our
three insurance companies in this market,
including measures to harmonize their IT
platforms and product offerings, maintain a
uniform market image and optimize work-
force levels.

The 31 percent increase in the premium
income can be attributed in part to the fact
that the AGF companies were consolidated
for the entire fiscal year, whereas in 1998
they had been consolidated only as of April.
But the sales increase was also driven by
new business in automobile insurance. The
unavoidable premium increases instituted in
this business line in the fourth quarter of
the year provided an additional boost to pre-
mium income. The premium adjustments
had become necessary in the wake of a
dramatic increase in claim expenses over
the last several years.

The loss ratio worsened to 89.7 percent,
after 83.4 percent in the previous year.

The company initiated counter measures in
1999, raising insurance rates, terminating
business relationships with agents who had
contributed too many poor risks to the
portfolio, improving risk selection in writing
new business and entering into agreements
with automobile repair shops so as to lower
repair costs. Naturally, these measures had
only a limited effect on the loss ratio in

Property/ Casualty

1999. Thanks to the cost savings resulting
from the consolidation of business units and
the introduction of more efficient business
structures, the expense ratio improved by
4.5 percentage points to 25.0 percent.

Earnings after taxes were a loss of 14 million
euros, but this figure represents an improve-
ment of 24 million euros over the previous-
year loss. In 1998, earnings had been re-
duced by the provisions taken to cover
integration expenses.

At the end of 1999, we employed 2,102
(2,894) employees in Spain. The substantive
decline is related to the consolidation of our
companies in this market.

In the current year, Allianz Seguros y Rease-
guros will press forward with its efforts to
rehabilitate its automobile insurance port-

folio.
Spain
1997 1998 1999
7 €hn €mn Hénrmn
Gross premiums 396 805 1,058
[ e .

Employees 931 2,894 2,102
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Belgium. In 1999, we consolidated our activities in the Belgian
property and casualty insurance market under AGF Belgium
Insurance. With sales of 373 million euros, this company ranks

fifth in the Belgian market.

Premium growth of 18 percent was generated
primarily from consolidation of AGF Belgium
over the full year (1998: only 9 months) and
the takeover of industrial agen-cy St. Haine.
This step enab