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Allianz Leben Improves Competitive Position

Market leader in “Riester” pension business from a standing start - New
sales opportunities through Dresdner Bank — Allianz first full-service pro-
vider in company pension provision — Dividends at level of previous year -
Transparency and openness for “negative reserves”

In the course of 2001, Allianz Lebensversicherungs-AG (Allianz Leben) was able
to continue improving its competitive position in private and company pension
provision. The number 1 among German life insurers is benefiting from the pen-
sion reform, the takeover of Dresdner Bank by Allianz, and developments in the
capital markets. Chairrman of the Board of Management of the Stuttgart com-
pany, Dr. Gerhard Rupprecht, predicts “significantly increased premium income
and net income due to the continued good prospects for growth in 2002."

Pension reform: in pole position for Riester business

The new market for state subsidized retirement products (named after labor min-
ister Walter Riester) has got off ta a good start for Allianz Leben. By the end of
2001 around 300,000 contracts had been concluded. A market share of more
than 20 percent means that Allianz Leben has already taken up pole position.
Every fifth Riester contract has been sold by Allianz Leben.

Around 60,000 contracts were included in earnings for new business in 2001,
Around 80 percent of the insurance policies commence in 2002 and will only
start generating premiums during this fiscal year. In fiscal 2002 Allianz has al-
ready concluded in excess of 86,000 Riester contracts by mid-March. The Allianz
Group overall has set itself the target of selling a further 1.3 million contracts in
2002.

Riester business has been rather slow in the sector overall and Rupprecht ex-
pects an upturn during the second half of the year. However, there might well be
bottlenecks in providing advice and processing proposais. This is because finan-
cial service providers do not have the necessary capacity to provide comprehen-
sive advice to ail the 30 million people entitled to subsidy during the period of
only a few months. Anyone still wanting to secure their state allowance or the
fiscal deduction of special expenses for this year needs to address their new gap
in provision soon and prepare a contract with a trusted adviser that is at least
ready for signature, recommended Rupprecht.



He also indicated that there could soon be a clamor for another compulsory in-
surance, if the take-up for Riester products remains so limited. But this would
“not be desirable because the autonomy and freedom of choice of the individual
would be restricted by new statutory deductions”.

New sales opportunities through Dresdner Bank

Since the takeover by Allianz in August 2001, Dresdner Bank has been selling
products for Allianz Leben throughout Germany. Rupprecht has stated that
“there are already tangible advantages, particularly when it comes to products
that are a neat fif for the banks”. His statements indicate that half the variable
annuities sold from August to December were mediated through Dresdner Bank.
“‘During the coming years we want fo close the gap with the successful annuity
insurers,” announced Rupprecht.

The aim is to expand the proportion of total new business sold by Dresdner Bank
during 2002 to 15 percent, following on from just over 6 percent in 2001. "We're
assuming that the importance of banking business will alse continue to increase
at Allianz Leben,” explained Rupprecht. Around 17 percent of total new business
written by Allianz Leben was processed along the banking sales channel. The
tied organization of agents remains the most important sales channel. This net-
work consists of agents working solely for Allianz. They arranged around two
thirds of the business transacted during the course of 2001, while brokers and
other mediators accounted for around 6 percent.

Sharp rise in new contracts

550,000 new contracts were taken up by the end of the year, 37 % more than in
the previous year. This means that Allianz Leben performed significantly better
than the market, which grew by just 15 percent. New premiums went up {0 2.0
billion euros and were thus 1 percent above earnings from fiscal 2000. A particu-
larly positive feature from the perspective of Allianz Leben: regular premiums

arising from new contracts rose by 32 percent to around 57C miilion euros (mar-
ket. +16 percent).

The fact that the number of hew contracts rose significantly more than the level
of new premiums is partly due to the fact that the average age of new customers
was lower. Younger customers generally start with lower premium payments.
Another reason is that the average monthly premium for Riester contracts starts
at 12 euros (calculated without allowances, because these only kick in during the
following year). This is way below the 99 euros that customers of Allianz Leben
pay on average for each contract.

Premium income fell overall by around 1 percent to 8.3 billion euros. “During
2001 we deliberately focused on Riester business. This requires a lot of consul-



tancy work and generates low premiums. It was a strategic decision for long-term
growth,” explained Rupprecht, Another reason was a decline in new business for
single-payment premium. He reported that earnings for the previous year were
significantly affected by the conclusion of a major confract. In the absence of this
extraordinary effect, 2001 would have seen an increase in premium of 2 percent
- in accordance with the market in general.

8.3 billion euros were paid out in benefits for customers, primarily on maturities,
pensions and death claims. This is virtually equivalent to the total for premium
income. Itis a natural consequence of the structure of the insurance portfolio.
‘We've been in the market for 80 years and after many years of saving there
naturally comes a time when there are payments to be made to our customers”,
explained Rupprecht.

The volume of payments for mortgage repayment through life insurance rose to
more than one billion euros, bucking the market frend by 17 percent. Up to now
Allianz Leben has had a market share of around 15 percent among life insurers.
This proportion is likely to have rigen to around 20 percent during 2001, enahling
Allianz Leben to build on its leading position as the biggest finance provider for
home loans among life insurers.

QOngoing administrative expenses amounted to 202 million suros, just below the
level for the previous year. The administrative expense ratio was significantly
below the market average at 2.4 percent. The acquisition cost ratio fell from 5.5
to 5.2 percent. This means that Allianz Leben was one of the best-value service
insurers.

Dividend level for previous year to be retained

According to information from Allianz Leben, total profit for the year was 2.7 bil-
lion euros. 2.5 billion euros of this were transferred to the reserve for premium
refunds and reserved there for future profit participation by the insured policy-
holders. As in the previous year, net income for the year was 210 million euros.
78.75 million euros are intended for transfer to other revenue reserves. A pro-
posal will be submitted to the Annual General Meeting to distribute the unappro-
priated earnings of 131.25 million euros as a dividend. This would correspond to
a dividend of 12.50 euros.

One of the most financially sound life insurers

Because of the plunge in mast equity markets and the sustained low interest
rates in the bond markets, Allianz Leben has trimmed profit participation for fiscal
2002 by 0.7 points. Total return on capital and endowment insurance and pen-
sion insurance policies is now 6.8 percent. The sector service "Map Report” has



stated that the average total return in the life insurance market was more than 7
percent in 2001 and indicated that this would be reduced by 1 percentage point
in 2002. More than three-quarters of insurers have fallen more than Allianz Le-
ben. This has meant that the competitive position of Allianz Leben has continued
fo improve.

During recent years, Allianz Leben has increasingly releasad valuation reserves,
in order to be able to offset fluctuations in the capital markets and offer custom-
ers stable interest rates over the long term. Allianz Leben has realized proceeds
of around 5.9 billion euros through the sale of equities and bonds. The price cor-
rections in the equity markets meant that the valuation reserves fell from 19.6
percent to 11.5 percent at the end of 2001. However, this proportion was within
the long-term average for valuation reserves. “There is now clear evidence that
our strategy of expanding our commitment to equities at an early stage was cor-
rect,” confirmed Rupprecht.

Proportion of equities set to rise again

Allianz Leben increased its investment portfolio at stated value by 5.5 percent to
91.6 hillion euros. The majority of the investments continue to be fixed-income
securities. Loans accounted for 51.6 percent, while the proportion of home loans
remained virtually unchanged at 10.1 percent. During the second half of the year,
Allianz Leben mainly invested in corporate loans and increased the proportion of
fixad-income securities from 8.4 perceni to 10.3 percent.

The proportion of investment interests, equities and shareholdings has fallen
back slightly to 25.2 percent. The proportion of equity investments held directly
and indirectly fell to 17.5 percent at stated value from 20.6 percent during the
previous year. The proportion of equities by market value fell from nearly 30 per-
cent to 24.7 percent at the close of 2001, following on from the price corrections
and realization of gains on disposals. “However, we are maintaining our strategy
of significantly increasing the proportion of equities in our investments over the
long term,” outlined the Chief Financial Officer of Allianz Leben, Dr. Maximilian
Zimmerer.

The portfolio of directly held equities was reduced to 5.0 billion euros in favor of
investment in managed funds. This corresponds to 5.6 percent of our invest-
ments. By contrast Allianz Leben substantially increased the portfolio of invest-
ment certificates to 14.3 billion euros. This was also the case for private equity
investments. Almost 270 million euros were invested in non-quoted companies in
2001. This included around 70 percent invested mainly in Germany through Al-

lianz Capital Partners and 30 percent through international funds focused on
Europe.
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In view of the market conditions, Allianz Leben came out well in 2001 with a cur-
rent average return of 5.4 percent. The net return was 6.9 percent.

Allianz Leben recommends disclosure of “negative reserves”

Overall, the investment portfolio of Allianz Leben has 15.3 billion euros invested
in equities, investment interests and other securities not bringing in a fixed in-
come. This essentially relates to all funds units and a few directly held equity po-
sitions. Allianz Leben is hence making use of the possibilities adopted by the
Bundestag (lower house) and Bundesrat (upper house) in article §341b of the
German Commercial Code (HGB). The amendment to article § 341b of the Ger-
man Commercial Code means that a company can now choose whether it
wishes to manage securities that are earmarked to be held over the [ong termin
current assets or fixed assets. Securities held in fixed assets only have to be
written down if there is a diminution in value that is (ikely to be of a permanent
nature for the foreseeable future.

“The new valuation regulation was used for fiscal rather than commercial rea-
sons,” emphasized Zimmerer. This is intended to avoid differences between fis-
cal and commercial earnings. Otherwise there would have teen a difference of
this nature, in particular in the case of funds and foreign equities. Write-downs of
185 million euros were avoided overall by reporting investments in fixed assets.
These negative reserves compared with reserves of 2.3 billion euros held in fixed
assets at the close of 2001. The Chief Financial Officer recommends that all life
insurers should adopt a policy of openness and transparency for disclosing
negative reserves and provide information on the actual financial situation when
reporting on business performance.

Allianz as the first full-service provider in corporate pension provision
According to Rupprecht, Allianz Leben is anticipating a "Renaissance in corpo-
rate pension provision”. By 2010 Allianz Leben predicts that the market volume
will double in size. External financing channels should put in a particularly dy-
namic performance. Growth in corporate pension provision is already manifest-
ing itself, for example in the relief fund. The number of corporate customers who
have opted for this offer increased to almost 2,000 during the course of 2001.
That more than doubles the figure within the space of twelve months.



Allianz wants to make full use of the new statutory possibilities in corporate pen-
sion and position itself as the first full-service provider in the market delivering all
five options for corporate pension provision. Allianz Leben already opened its in-
house Allianz pension scheme for third parties in November 2001. The pension
fund is scheduled to enter the marketplace during the coming weeks, following
regulatory approval. In the first instance, it will offer pension plans with defined
contributions providing a minimum benefit.

In Rupprecht's words, the integration of Dresdner Bank also presents a special
advantage to Allianz in the area of corporate pension provision. Dresdner Bank
and Allianz Leben have traditionally enjoyed many years of experience in this
area and have mature contacts with an important clientele of corporate custom-
ers. These customers can now be offered more comprehensive advice covering
all areas. A new drive can now target these customers with solutions based on
banking services or solutions geared to insurance. These solutions can be of-
fered individually or in a package. In view of this potential, Allianz Dresdner Pen-
sion Consult (ADPC) was founded in Navember 2001, The aim is to provide me-
dium-sized and large companies, as well as big pension institutions, with inde-
pendent advice on all issues relating to pension schemes and corporate pension
provision. Like the pension scheme and in future the pension fund, ADPC is
based in Stutigart. The capital city of Baden-Wirttemberg is increasingly turning
into a center for corparate pension provision.

Initial success: consortium leadership for “MetallRente”

At the end of 2001 unions and management in the metalworking and electrical
industry appointed Allianz as consortium leader for the "MetallRente’ pension
institution. The sector employs 3.6 million people, and this excellent potential
means that "MetallRente” could become the biggest pension institution in Ger-
many. Unians and management predict that at least 400,000 employees should
conclude contracts with "MetaliRente” over the next four years. Customers can
choose between the three options, pension scheme and pension fund,



Outlook

Vereinte Leben has long since transferred all corporate functions to Allianz Le-
ben. It is now infended to reflect this in the terms of legal ownership. Vereinte
Leben is scheduled to be merged with Ailianz Leben during the course of the
year. Allianz Leben will also set up an advisory council io address any future is-
sues relating to ald-age provision. The intention is to create a forum for represen-
tatives of business and academia, politics and social affairs where fundamental
issues can be discussed openly and in an atmosphere of trust. This might in-
clude ongoing development of the concept of old-age pension based on three
supports. The council will meet for the first time in April.

Stuttgart, March 26, 2002
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The resulls and estimates are given subject to the proviso below.

All rasults are solely based an the annual repart drawn up by the Board of Management and submitted 1o the Supervisory
Board. However, they cannot yet be fixed definitively, as a result of an alteration to commerclal accounting requirements
which has already been approved by the Bundestag and Bundesrat (lower and upper houses of the federal parliament).
Alllanz Leben has already taken thls alloration to §341 b HGB (commercial code) into account when drawing up its
annual raport. However, formal promulgstion of the 1aw in the Bundasgesetzblatt (official journal) has been dalayed. The
federal Justice ministry has indicated that pramulgation should take place in mid-April. The Supervisety Board’s approval
of the annual repart will then follow immediately afterwards,
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Cautionary Note Regarding Forward-Looking Statements

Certain of the statements contained herein may be statements of future expectations
and other forward-looking statements that are based on management's current views
and assumptions and involve known and unknown rigks and uncertainties that could
cause actual results, performance or events to differ materially from those expressed or
implied in such statements. [n addition to statements which are forward-looking by
reason of context, the words "may, will, should, expects, plans, intends, anticipates,
believes, estimates, predicts, potential, or continue” and similar expressions identify
forward-looking statements. Actual results, performance or events may differ materially
from those in such statements due to, without limitation, (i) general economic conditions,
including in particular economic conditions in the Allianz Group's ¢ore business and core
markets, (i) performance of financial markets, including emerging markets, (iii) the
frequency and severity of insured loss events, (iv) mortality and morbidity levels and
trends, (v) persistency levels, (vi) interest rate levels, (vii) currency exchange rates
including the Euro — U.S. dollar exchange rate, (viii) changing levels of competition, {ix)
changes in laws and regulations, including monetary convergence and the European
Monetary Union, (x) changes in the policies of central banks and/or foreign
governments, (xi) the impact of acquisitions (e.g., Dresdner Bank), including related
integration issues, and (xii) general competitive factors, in each case on a local,

regional, national and/or global basis. Many of these factors may be more likely to occur,

or more pronounced, as a result of the events on, and following, September 11, 2001.
The matters discussed in this release may also involve risks and uncertainties described
from time to time in Allianz AG's filings with the U.S. Securities and Exchange
Commission. Allianz AG agsumes no obligation o update any forward-looking
informatian contained in this release.
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