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Allianz SE (ALVG.DE) 
 Strength through diversity 
  

 Allianz is one of our top picks in European insurance – We expect continued 
improvements in operating performance in each division this year, towards the upper 
end of company guidance (€8.5bn, guide range €7.7bn to €8.7bn). Allianz is supported 
by strong defensive characteristics and low correlation between divisional earnings.  

 Improving P&C returns – Allianz looks well placed to benefit from the positive pricing 
environment in Germany (rate increases up to 5%) and the US (up to 8%). Allianz’s 
continued improvements in claims handling and reserving should further enhance gains 
in non-life operating performance. 

 Stronger cash flows expected from asset management – Allianz has mostly paid 
down B-shares at PIMCO, so we expect to see greater unrestricted cash for the group 
from asset management (about €250m for 2012E).  

 Life insurance remains under pressure – Life results remain dependent on market 
movements and exposure to Italy through local operations, but new business is 
growing and profitable (MCEV basis). Allianz’s capital strength is supported by 
policyholder profit-sharing in Europe.  

 Strength through diversification – Three key income streams display low correlation 
between operational results, increasing quality of group earnings. This offers good 
protection in uncertain times and supports a progressive long-term dividend strategy. 

 Solid balance sheet – Strength in earnings is supported by Allianz’s robust balance 
sheet, which was bolstered last month through the profitable sale of assets to The 
Hartford and management’s efforts to de-risk the group.  

 Buy – We increase 2012E EPS by 2% to reflect the Hartford deal, but maintain our TP 
of €101. It remains one of our top sector picks for 2012, with Swiss Re, Zurich and 
Prudential. Allianz trades at undemanding levels: 0.7x BV (sector 0.8x) and 6.8x 2013E 
EPS (sector 7.3x). 
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Allianz SE (EUR) 
      

Year to 31 Dec 2010A 2011A 2012E 2013E 2014E 

Profit Before Tax (€M)  7,173.0  4,871.0   8,318.8  8,725.2   9,151.9 

Diluted EPS (€)  11.16  5.64   11.99  12.34   12.90 

Diluted EPS (Old) (€)  11.16  5.64   11.73  12.34   12.90 

PE (x)  7.6  15.0   7.0  6.8   6.5 

DPS (€)  4.50  4.50   4.75  5.01   5.28 

Net Div Yield (%)  5.3  5.3   5.6  5.9   6.3 

Embedded Value Per Share (€)  87.75  69.09   85.98  92.94   96.85 

Price /  EVPS (x)  1.0  1.2   1.0  0.9   0.9 

Buy 1
Price (02 May 12) €84.33
Target price €101.00
Expected share price return 19.8%
Expected dividend yield 5.6%
Expected total return 25.4%
Market Cap €38,395M
  US$50,830M
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        Fiscal year end 31-Dec 
 

2010 2011 2012E 2013E 2014E 

        Valuation Ratios     

        P/E adjusted (x) 7.6 15.0 7.0 6.8 6.5 
        P/E reported (x) 7.6 15.0 7.0 6.8 6.5 
        P/BV (x) 0.9 0.8 0.8 0.7 0.7 
        P/BV adjusted (x) 0.9 0.8 0.8 0.7 0.7 
        Dividend yield (%) 5.3 5.3 5.6 5.9 6.3 
        P/Embedded Value (x) 1.0 1.2 1.0 0.9 0.9 
        Per Share Data (€)     
        EPS adjusted 11.16 5.64 11.99 12.34 12.90 
        EPS reported 11.16 5.64 11.99 12.34 12.90 
        BVPS 98.50 99.27 109.64 114.66 122.86 
        BVPS adjusted 98.50 99.27 109.64 114.66 122.86 
        DPS 4.50 4.50 4.75 5.01 5.28 
        Embedded Value per share 87.51 68.88 85.72 92.66 96.56 

        Profit & Loss (€M)     

        Pre-tax profit 7,173 4,871 8,319 8,725 9,152 
        Tax -1,964 -2,064 -2,591 -2,833 -3,002 
        Extraord./Min. int./Pref. div. -158 -252 -286 -291 -294 
        Reported net income 5,051 2,555 5,442 5,601 5,856 
        Adjusted earnings 5,051 2,555 5,442 5,601 5,856 
        Growth Rates (%)     
        Pre-tax profit 45.1 -32.1 70.8 4.9 4.9 
        EPS adjusted 17.4 -49.5 112.6 2.9 4.6 
        Dividend 9.8 0.0 5.5 5.4 5.5 

        Balance Sheet (€M)     

        Total assets 624,646 641,459 679,238 713,948 721,563 
        Investments 475,886 494,338 513,171 534,792 540,394 
        Goodwill/intangibles 34,114 34,076 34,897 35,844 35,932 
        Other Assets 49,799 49,545 51,992 57,762 59,687 
        Separate Account Assets 64,847 63,500 79,177 85,550 85,551 
        Total liabilities 578,397 594,210 627,136 659,429 663,334 
        Life policy reserves 349,793 361,954 370,762 381,424 381,618 
        Non-life policy reserves 82,971 86,087 84,817 86,906 88,508 
        Total Debt 17,241 18,822 18,836 18,836 18,836 
        Other Liabilities 63,545 63,847 73,544 86,714 88,821 
        Separate Account Liabilities 64,847 63,500 79,177 85,550 85,550 
        Shareholders' funds 46,548 47,263 52,102 54,519 58,230 

        Profitability/Solvency Ratios (%)     

        ROE adjusted 11.9 5.7 11.5 11.0 10.9 
        ROA adjusted 0.8 0.4 0.8 0.8 0.8 
        Total debt to capital 27.0 28.5 26.6 25.7 24.4 
        Total debt to equity 37.0 39.8 36.2 34.5 32.3 

        

For further data queries on Citi's full coverage universe 
please contact CIRA Data Services Europe at 
CIRADataServicesEMEA@citi.com or +44-207-986-4050 
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Allianz has operational momentum which we believe is not adequately 
captured in the share price at current levels. 

Allianz has demonstrated resilience in operational earnings at each of its 
three business divisions and each has structural improvements expected to 
come through this year, which should support that division’s earnings profile 
going forward. 

P&C suffered from the high level of natural catastrophes in 2011, but Allianz made 
good progress on the underlying business, improving reserving methodology and 
claims handling in some of its key markets. As the benefits of work done in 2011 
come through in 2012, we expect to see further improvements in Germany and the 
US this year. 

Asset management has been the rising star of the group. Its improving performance 
in challenging markets should enable it to compete well for scarce fund flows in 
future. At the same time, as the claim on earnings from the PIMCO B units 
diminishes, we see stronger cash flows being available to the group, with the 
potential to drive a progressive dividend policy over time.  

L&H continued to struggle in the low interest rate/volatile financial markets 
environment, but nonetheless posted respectable operating earnings in 2011 and 
continued to write new business at profitable levels (MCEV basis). While this 
remains the most risky division to Allianz at the moment, in our view, it is also the 
element of the group that retains most upside potential in a recovery scenario. 

Finally, Allianz benefits from the level of independence in earnings generated by 
these operating units. The correlation of quarterly operating profit from 2005 to 2011 
have been -6% (Life and non life), -32% (AM and non-life) and only 25% for life and 
AM. This gives the group resilient overall performance and supports strong and 
consistent earnings for shareholders. 

We reiterate our Buy recommendation, with a target price of €101, and retain 
Allianz as one of our four top picks in the European insurance sector (along with 
Prudential, Swiss Re and Zurich Insurance) in 2012. 

Figure 1. CIRA Top Picks rel sector, price performance, year to date 
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Source: Factset 

Strength through diversity 

Positive underlying drivers in P&C 

Stronger cash flows from asset 

management business 

Challenges remain for life insurance in 

current environment 

Low earnings correlation from three 

divisions gives group strength through 

diversification 
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Group Performance 

Outlook 

We are expecting Allianz to deliver a strong operating performance in 2012, towards 
the upper end of its guided range of €8.2bn +/- €0.5bn. We estimate that it will 
achieve €8.5bn, in line with consensus (€8.5bn, Bloomberg).  

Improvements in operating earnings should also lead to a meaningful recovery in 
net income in 2012, absent a repeat of last year’s adverse market movements. We 
expect earnings per share to increase to €11.99 (cons €11.33, Bloomberg) in 2012 
and Allianz to increase its dividend per share this year to €4.75 (cons €4.67, 
Bloomberg), equating to a payout ratio of about 41%. 

In the first quarter, we expect Allianz to post solid operating performance and its net 
income to benefit from positive equity markets, lower impairments and lower natural 
catastrophes, in addition to the one-off benefit of the transaction with The Hartford. 
There should be a small offset from strengthening in the Euro over the quarter. 
Shareholder equity should see a gain from the narrowing of Italian bond spreads 
(gov 10yr narrowed 170bps in the first three months).  

Allianz has seen a shift in sources of operating profit over the past few years, with 
non-life insurance experiencing higher claims and softer pricing, while asset 
management has gone from strength to strength, supported by strong inflows and 
performance fees.  

We anticipate that the balance will shift back towards non-life over the next couple 
of years, as pricing hardens, and see a ‘steady state’ for the Group with 50% to 55% 
of operating profit from non-life, 25% to 30% from life and 20% to 25% from asset 
management. This diversity in business mix is one of the key long-term 
strengths of the Allianz Group, in our opinion, giving it a good combination of 
upside potential and downside protection in the current environment. 

Figure 2. Allianz, Operational profit by business line, €m 
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We expect Allianz to deliver operating 

profit at the upper end of guided range in 

2012 

We expect a good set of 1Q results, with 

underlying improvements in German and 

US non-life and a benign nat cat 

environment 
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Review 

Allianz’s solid underlying results for 2011 were somewhat dogged by market-related 
impacts to the bottom line. 

Although net income suffered in 2011, it held up rather better than it did going into 
the financial crisis in 2008, due in part to positive management actions over the past 
few years to de-risk the group. Allianz’s capital and earnings profiles are more 
resilient to adverse market developments than they were. 

Looking at operational results against pre-tax income allows us to consider the 
effect of non-operating items on the group. The chart below shows this relationship 
over the past 28 quarters. 

Figure 3. Allianz, Group operating profit vs pre-tax result, 1Q 2005 to 4Q 2011, €m 
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Source: Company Reports, Citi est. Adjusted for discontinued operations from 2007 

 
We can see that operating profit has been relatively stable, with a small upward 
trend over the past three years. Non-operating results remain volatile and 
significant, driven mainly by impairments and write-downs on Greek debt. The 
absolute effect on earnings was more muted than in 2008 in part due to reductions 
in net equity exposure across the group, leading to an improved risk profile in 
turbulent or underperforming markets.  

Allianz has some large shareholdings which had a disproportionally large impact on 
group earnings in the third quarter of 2011. The chart below shows quarterly share 
price movements on some of its larger positions: Hartford 5.3% ownership ($474m), 
Commerzbank 3.0% ($347m), Unicredit 2.1% ($472m) and Banco Popular 8.7% 
($478m). 

Steady improvements in operating 

earnings over past three years 
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Figure 4. Allianz, Returns on large shareholdings 
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Source: Factset 

 
Some of the impairments suffered by the group were on ‘tax-preferred’ equity 
investments. These assets do not suffer tax on capital gains, but the flipside is that 
neither do they attract tax relief in the event of a loss or impairment. We can see the 
effect of this in figure 5 below. 

The right hand chart illustrates this in the shape of the overall group tax rate. Going 
forward, we expect the effective tax rate to fall from the (artificially) high level in 
2011, but expect it to settle at a higher norm than previously observed; we 
anticipate somewhere in the 30% to 35% range. This is driven by the changing 
geographic business mix, with a greater proportion of operating profit expected to 
come from higher tax rate jurisdictions; Germany (as non-life combined ratios 
improve) and the US (from the asset management business). This is consistent with 
the tighter range guided by the company of 33% to 34% in the near term. 

Figure 5. Allianz, Net income to Pre-tax Profit, 2005 to 2011, €m  Figure 6. Allianz, Effective Group Tax rate, Quarterly 2005 to 2011 
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Source: Company Reports, Citi est. Adjusted for discontinued operations from 2007  Source: Company Reports, Citi est. Adjusted for discontinued operations from 2007 

 

Impairments to large shareholdings 

distorted tax position in 2011 … 

… but we expect higher underlying tax 

rates going forward, from changing 

business mix 
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Cash flow and Dividends 

Allianz has ample capacity to pursue a progressive dividend policy, in our opinion. 
We think the decision to maintain the 2011 dividend at the same level as the 
previous year was appropriate given the strong underlying performance of the 
group, robust cash flows and strong capital position. We estimate that Allianz is 
currently producing a dividend yield about 5.6%, which is in line with the sector. 

Figure 7. Allianz Dividend Payout Ratio, 2003 to 2011  Figure 8. Allianz, Dividend yield development, year end, € 
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The cash flow statement underlines the strength of the operating cash generation 
for the group. The past three years have shown steady growth in cash flow from 
operating activities, from €13.6bn in 2009, through €15.4bn in 2010 to €16.6bn in 
2011. We expect this to improve further, driven by greater unrestricted earnings at 
Allianz Asset Management, thereby supporting a continued progressive dividend 
strategy going forward. 

Capital strength and flexibility 

Allianz has a very robust capital position, in our opinion. Although on a regulatory 
solvency measure it doesn’t stand out from the pack, the group’s strong focus on 
economic capital, and the solid levels it reports, gives us confidence in Allianz’s 
financial strength. 

Allianz sets itself a target for its regulatory solvency, as measured by the Financial 
Conglomerates Directive, in the range 150% to 170%, which it exceeded in 2010 
and 2011. While this is a risk-insensitive measure of capital adequacy, it is 
nonetheless a vital box to tick for the business. 

In a similar vein, we note that Standard & Poor’s placed Allianz on Negative outlook 
in February 2012, citing reduced capital levels as part of its rationale. We believe 
that the subsequent transaction with The Hartford will have gone some way to 
mitigate this concern, increasing capital levels and reducing asset concentration risk 
in the group. 

Looking past this headline, into Allianz’s internal economic capital modeling, shows 
an interesting development in the group’s risk management and appetite. Allianz 
calibrates its economic solvency test to 99.97% confidence, which it believes to be 
consistent with a AA rated entity.  

Strong underlying earnings support 

progressive dividend policy, in our view 

Figure 9. Allianz, Regulatory Solvency Ratio  
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While the solvency level under this measure is important, it is also interesting to 
look at the composition of the requirements under the test.  

Figure 10. Allianz, Risk Capital by Risk Type  Figure 11. Allianz, Risk Capital by Division 
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The left hand chart shows that market risk has fallen as a percentage of the overall 
risk budget (albeit up in absolute terms from 2010 to 2011), in line with the de-
leveraging actions taken by the group. In contrast, the proportion of the risk budget 
allocated to underwriting (actuarial) risk has steadily increased over the past five 
years or so. Virtually all of this underwriting risk lies within the non-life business and 
includes catastrophe risks and other premium and reserve risks. 

The right hand chart looks at the development in the divisional split, where we see 
that the Life & Health division has become an equal consumer of capital with the 
non-life division, driven by increased asset and liability risks to market movements.  

Asset Risk 

Allianz is exposed to a fair degree of asset risk, which comes out in our scoring 
against our sector themes for 2012. Over the past few years, Allianz has been 
addressing this through reducing its equity gearing and moving to more 
conservative asset allocations in its businesses.  

Allianz found itself suffering over the course of 2011 from its large bond holdings 
(about €26bn) in Italy. We believe that this was largely overdone and the risk offset 
from having matching liabilities with a degree of profit-sharing with policyholders 
acts to protect Allianz’s financial position.  

However, the exposures still represent a risk to the group and we might expect 
Allianz’s share price to continue to respond to news flow regarding the Italian 
economy while the current crisis persists. 

The charts below show the success Allianz has had in reducing its equity gearing 
and the impact it has had on the sensitivities of its regulatory solvency. The lower 
charts show the trend towards more conservative asset allocation over the past 
seven years. 

 
 

Asset risk reducing, but still relatively 

high 

Figure 12. Unrealised losses on Italian gov 
bonds (LHS, €m) vs IT10yr yield (RHS) 
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Figure 13. Allianz, FCD Sensitivities, 2008 to 2011  Figure 14. Allianz, Equity gearing for shareholders, €bn 
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Figure 15. Allianz, Asset Allocation P&C  Figure 16. Allianz, Asset Allocation L&H 
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Operational Business Lines 

Diversification in its sources of earnings is one of Allianz’s key strengths, 
reinforced by the strong earnings potential of each of the three business 
lines. 

We see underlying improvements in non-life insurance, from market pricing and 
back office developments, and consolidation of stronger earnings in asset 
management combined with greater cash flow to the group. Life insurance faces 
some challenges from asset and liability risk, but we feel they have been overstated 
at the current share price. 

Non-Life Insurance (P&C) 

Allianz has steadily increased diversification in its non-life business over the past 
decade, such that, in 2011, Germany contributed only 18% of the group’s net written 
premiums (from 33% in 2003) and no other country unit accounted for more than 
10%.  

Expected improvements in underlying 

performance at each division, combined 

with low correlation of returns, gives 

Allianz its strong platform for dividend 

growth 

Improved diversification in non-life and 

good progress made in key markets. 

Expect improvements in Germany and 

US this year 
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Figure 17. Allianz, Geographical trends in P&C Net Premium Income 
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Source: Company Reports 

 
Notwithstanding this reduction in concentration, Allianz’s earnings from non-life are 
still likely to be driven by a handful of markets in the near term. In these key markets 
of Germany, France, Italy and the US, Allianz has been working to improve and 
manage profitability over the past few years.   

Management actions have had success in France and Italy, bringing combined 
ratios down since 2009, to acceptable long-term levels. The challenge for this year 
will be to bring about the same improvements to Germany and show continued 
progress in the US. In both markets, we are at last seeing some sustained pricing 
growth and we expect Allianz to take full advantage of this.  

Figure 18. Allianz, Combined ratio development in some key markets 
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In Germany, Allianz has suggested that tariff increases in motor might be in the 
range 4% to 5% in 2012, although pricing in commercial lines is expected to remain 
relatively weak. We are forecasting that rate increases in German non-life and the 
absence of the claims handling issues experienced in 2011, will lead to a combined 
ratio of just over 100% in 2012. 

Figure 19. Allianz, German non-life Net premiums earned, €m  Figure 20. Allianz, German non-life combined ratio 
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The target to get the German combined ratio down to 95% for full year 2014, from 
102.9% in 2011, looks challenging, but attainable, in our opinion. The average 
combined ratio 2004 to 2011 (weighted by net premiums) has been 95% and the 
actions being taken on product design, pricing and claims handling give us 
confidence that Allianz can achieve a return to these levels.  
 
In the US, we are seeing evidence of significant price rises coming through, across 
several lines of business. For the first time since January 2005, the Marketscout 
Barometer is showing sustained positive price development across the US non-life 
market, led by commercial property and workers compensation. 

We are also seeing, from 1Q12 reporting in the US, that persistency is falling across 
the industry, as policyholders shop around for better renewal terms. This should act 
to offset some of the rate increases, but we are expecting the general (net) trend to 
still be positive in 2012.  

For Allianz, 2011 saw an overhaul of its reserving process for general liability and 
workers comp. The absence of such methodological reserve additions in 2012 
should serve to drive improvement in the reported combined ratio. We note that 
Allianz is guiding that improvement in the US is not likely to come through fully in 
2012, but we should still expect to see good progress in this market. 

Finally, the first quarter of 2012 has been much more benign in terms of natural 
catastrophe activity. There have been a number of weather-related claims in the US 
mid-West, with a rash of tornadoes causing severe damage in Indiana, Kentucky, 
Tennessee, Ohio and Michigan. However, even this level of potentially large losses 
in the US should not stop 1Q 2012 comparing favourably with the first quarter of last 
year.  

Figure 21. Monthly pricing changes US P&C 
market, 2005 to 1Q12 
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Natural Catastrophes 

A major factor affecting non-life performance in the past two years has been the 
impact of natural catastrophes. 

The chart below shows Allianz’s five largest global accumulation scenarios, ie loss 
potential, net of reinsurance for individual events, measured at a probability level of 
one loss in 250 years. 

The chart also shows actual reported losses from natural catastrophes in the past 
three years, where the number and spread of catastrophes has resulted in higher-
than-budgeted claims from these events. 

Figure 22. Allianz, Nat Cat exposure and experience, €m 
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Source: Company Reports. Note: 2009 Californian earthquake was not a top 5 modelled exposure. 

 
Prior Year Developments 

The third component of non-life profitability is reserve releases from prior years. 
Allianz has been reporting an increasing trend in releases but, given the softer 
pricing cycles that we have seen in some of Allianz’s key markets over the past few 
years, we expect the quantum of reserve releases to fall in the near term, as 
recently-written business runs off.  

A benign start to the year for Nat Cats, in 

contrast to 2011 and 2010. 

Reserve releases expected to fall in next 

year or two, due to recent soft pricing 

cycle. Recovery expected in medium 

term as rates improve 
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Figure 23. Allianz, P&C Reserve Development, Calendar Year 
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The chart shows the effect of the reviews of reserving methodology, primarily in the 
US in 2011, but more importantly shows that business written since 2008 is 
releasing reserves at a lower rate than older vintages.  

Given the changing we are seeing in pricing in some of Allianz’s key markets and 
the structural work the group has been putting in on the reserving and claims 
handling side of its business, we believe that we shall see stronger positive 
development in 2010, 2011 and 2012 business. So, while we might expect to see a 
short-term dip in releases compared to recent years, we regard it as temporary and 
see it recovering to be a source of strength in the medium term.  

Combined Effect of Nat Cat and Reserve Releases 

Over the past five years, reserve releases have generally outweighed the negative 
impact of natural catastrophes.  

However, we expect reserve releases to trend down as recently-written business 
works its way through the books, before recovering as the benefits of improved 
pricing and claims handling take effect. If nat cats fall to be in line with Allianz’s 
budget for such events (about €1.1bn in 2011 or about 2.7% on 2012E combined 
ratio), then we should expect these to items to broadly offset each other in the near 
term. 

For the first quarter of 2012, we expect the significant drop in natural catastrophe 
claims to more than compensate for any decrease in prior year run-off, resulting in a 
net positive impact on the combined ratio.  

Nat Cats and reserve releases expected 

to broadly offset in near term, although 

1Q should show positive impact 
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Figure 24. Allianz, Quarterly trend in reserve releases and Nat Cats, 2006 to 2011 
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Investment Returns 

The final component of non-life operating performance is the net investment income 
earned on premiums and reserves held in the business. 

In a continuing low interest environment, we should expect to see this trail off as 
new funds are invested at lower yields. For Allianz, this decline appears quite 
modest at about one-third of a percent per year since the end of 2007. Allianz’s 
potential for improvement in underwriting performance should more than offset this 
slight deterioration, in our view. 

Figure 25. Allianz, P&C Operating Investment Income, % of Earned Premiums 
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Investment returns falling off, but remain 

relatively good 
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Life and Health (L&H) 

While we regard the L&H business as the most risky element in the Allianz story, we 
believe it has sufficient diversification and strength in each of its markets to remain a 
significant contributor to earnings in subdued markets, while retaining the potential 
to outperform considerably in a recovery scenario. 

The chart below shows the relatively stable geographic mix of Allianz’s written 
premiums over the past seven years. Europe remains the dominant region for the 
business.  

However, while Europe has been beset with its fair share of negative news in that 
time, we see that operational earnings from Allianz’s life business have held up well, 
speaking to the group’s improved risk profile since the problems of 2008 

Figure 26. Allianz, Life Statutory Premiums by region (LHS) and Life Operating Profit (RHS, €m), 2005 to 2011 
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Profitability 

It is no secret that life insurers are having a tough time in the current environment 
and Allianz has proven to be no exception. The margin earned on life reserves has 
trended flat or down across most of the group’s markets since 2009 and the group 
remains below pre-crisis levels. 

Although Allianz has been working to address specific issues, this remains the 
relative weakness in the group in terms of stability and growth in bottom line 
earnings, due to (necessary) assets risks and the associated impact of market 
conditions. The challenges faced are also reflected in Allianz’s own strategic goals 
for the business and, as such, we feel that they are currently priced in to the stock. 

Asset and liability risk remain in the life 

business, but insufficient credit has been 

given to the ability to share profits with 

policyholders, in our view 

Margins on life reserves expected to 

remain under pressure in near term, 

however … 
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Figure 27. Allianz, Margins on Life Reserves  Figure 28. Allianz, Regional Margins on Life Reserves, bps 
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Back book aside, Allianz is also seeing pressure on new business margins in some 
of its key markets, with a more-or-less steady decline over the past six years (right 
hand chart below).  

When viewed in the context of increasing new business sales (left hand chart 
below), we can expect the life business to be facing challenging profitability for 
years to come, unless the European and global economies stage a sustained 
recovery. 

However, in terms of the downside, we note that new business margins are still 
positive, even on year end 2011 assumptions so, while profitability is likely to remain 
under pressure, the life business is still likely to be a positive contributor to group 
profits going forward, even based on business written today. 

Figure 29. Allianz, Life new business sales, PVNBP, €m  Figure 30. Allianz, Life new business margins 
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Investment Income 

Allianz has achieved underlying growth in operating investment income over the 
past four years, albeit partially offset by asset impairments. We expect 1Q 2012 to 
have been fairly quiet for further impairments and for lower levels to be maintained 
going forward due to the reduced risk profile of the group. 

Figure 31. Allianz, Life Operating Investment Income, €m  Figure 32. Allianz, Life realised gains and Impairments, €m 
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German Life – near term risks overdone 

German Life represents the largest single country for statutory life premiums (about 
29%) in the Allianz group. France, Italy and the US each represent about 14% of 
statutory premiums, so these four countries between them comprise nearly three-
quarters of L&H premiums income. 

Minimum guarantee on new German life policies reduced to 1.75% (from 2.25%) 
with effect from 1 January 2012. However, the crediting rate (the combination of 
guarantee and bonus that is set at the start of each year) is also important in the 
German life market and drives the risk of a negative spread being earned in 
particular years.  

At the time of the 4Q11 results, Allianz communicated that the average guarantee 
on its German life business in 2011 was about 3.2% and that the assets backing it 
were delivering a total yield of about 5.5%. Allianz also commented that it was 
seeing a reinvestment yield of about 4% in 2011, which it expected to fall to 3.6% in 
2012.  

So, on a valuation basis, Allianz should be expected to be running at a profitable 
spread of about 185bps, after year one, on new business written (the difference 
between 3.6% yield and 1.75% guarantee). In the current year, the German 
business is guided to be running a negative spread in the order of 40bps on new 
business premiums (the difference between the 4% crediting rate and the 3.6% 
reinvestment yield). However, when meeting guarantees and bonuses, cross-
generational subsidy prevails and excess returns on in force assets can be used to 
cover this negative spread on new business. 

Allianz’s capital strength through 

substantial policyholder buffers supports 

earnings in the German life business  

Figure 33. Allianz Crediting rates and 
guarantees in German Life 
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Regarding the back book, Allianz discloses average outstanding maturity of bonds 
backing life and health across the group at 9.6 years. Assuming this is 
representative of the German book and with reinvestment rates running at 3.6%, we 
might expect the average yield to fall to about 5.3% in 2012, still ample to cover the 
average guarantee of 3.1% to 3.2% and the crediting rate of 4%. 

Prolonged low reinvestment rates combined with high crediting rates could present 
a problem over time for the German life industry, but we feel that smaller players are 
likely to bow to financial pressure long before Allianz. This is supported by Allianz’s 
high level of buffer capital in its German life business.  

Each year, the investment return on life funds (coupons, dividends, realised capital 
gains) is allocated to policyholder (min 90%) and shareholder (max 10%). The 
policyholders’ share is then allocated to support minimum guarantees, with the 
excess going into the RfB. The RfB itself has three components: the current year’s 
annual bonus (ie the crediting rate less the guarantee) element, the terminal bonus 
element and the ‘Free RfB’. 

 

Should investment returns be insufficient to cover the crediting rate or even the 
minimum guarantees, then the terminal bonus RfB and the Free RfB can be used to 
meet these obligations. To this end, Allianz noted (full year results 2011) that it could 
meet all guarantees on its in force business even if reinvestment rates fell to 1.5% 
for the life of the book. 

 

 

 

Figure 34. Illustrating use of RfB  
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Figure 35. Est Free & Terminal RfB, Allianz 
Germany, €m 
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Asset Management 

Allianz Asset Management is, in our opinion, likely to be the key driver in 
outperformance in the stock in the short to medium term. The drag on profits 
at PIMCO from B shares is markedly reduced which is expected to lead to 
greater dividends upstreamed to group. 

Performance has been improving in the past few years, but a large proportion of 
earnings has been unavailable to the group due to the transitional arrangements 
following the acquisition of PIMCO in 2000. The outstanding B shares will likely be 
markedly less of an issue going forward (see below), so we can expect a substantial 
increase in the contribution to group cash flow in the short to medium term. We 
believe that the growing strength of the asset management business is still 
not fully reflected in the share price at these levels. 

Allianz has good underlying strength in its asset management business, with 
diversification by type of investor and geographical split of AUM. 

Figure 36. Allianz, AUM by source  Figure 37. Allianz, AUM by geography 
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Operationally, asset management continues to consolidate its position as a solid, 
long-term contributor to the Allianz story. The trend in results from 2005 to 2011 has 
been good across all of the key metrics: third-party net inflows, cost income ratio, 
operating margin – with the exception of 2008. 

Figure 38. Allianz, Third party net inflows, (LHS, €bn), Cost-Income Ratio (centre) and Operating profit over AUM (RHS, %) 
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We expect asset management to remain 

a key part of the investment case for 

Allianz and expect greater cash flow to 

group as PIMCO B shares wind down 
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The restructuring of the asset management operations with effect from 1 January 
2012, to split PIMCO and AGI (under the umbrella ‘Allianz Asset Management’) 
should allow the businesses greater freedom to grow and develop. We do not 
expect any spin off of PIMCO in the near term, given its contribution to the strength 
through diversification to the Allianz group and we expect Allianz to want to retain 
benefit of the increase in unencumbered cash generation in the current difficult 
economic climate. 

In our detailed commentary on asset managers in the current environment 
(Updating: Where to Shelter in the Year of the Dragon), we identify a preference, in 
our 12 month view, for managers with more institutional business than retail, as we 
expect institutional and discretionary managed business to be ‘stickier’ in a volatile 
market. We also highlight the advantage top performing funds should have when 
competing for more scarce fund flows and the importance of a strong balance sheet 
in these uncertain times.   

Allianz Asset Management is dominated by actively managed fixed income 
business, at which it continues to perform very well. Last year saw further 
improvement in the proportion of fixed income funds outperforming their benchmark 
to 93%. Demonstration of outperformance will, in our view, be a key driver for 
attracting inflows in the coming year and should form the basis of another solid year 
for the asset management division. 

Figure 39. Allianz, AAM proportion of assets outperforming benchmark  Figure 40. Allianz, AAM Fee & Commission Income, €m 
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PIMCO Legacy 

When Allianz acquired PIMCO in 2000, a number of B shares were issued to the 
incumbent management. Since 1 January 2005, Allianz has been able to 
repurchase these B units and has been doing so at a high rate. These repurchases 
have, however, consumed a large part of the operational earnings of the asset 
management business as shown in the left-hand chart below. 

However, this means that Allianz is now poised to reap the benefits of this approach 
and the drag on operational earnings should be markedly lower going forward. This 
should dramatically increase cash flow to the group and act to support a 
progressive dividend strategy. 

Holders of these B shares also have a priority claim on 15% of PIMCO’s adjusted 
operating earnings but, as the number of holders decreased, so the prior call on 
operating profits diminished, as shown in the same chart. 

https://ir.citi.com/3puG0jlyJAvpIo40yl0bVoa32VekKG6B1nlRx1WzMLnKxkETdZqN%2BspNjZZzxUKZ�
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As new senior managers have been appointed at PIMCO, they have been given 
access to a new share-based payment incentive plan, based on so called M units. 
These M-units are non-voting common equity and are entitled to dividends from 
PIMCO’s earnings rather than representing a priority claim, so no longer present the 
same restriction on intra-group dividends. 

Figure 41. Allianz, B Units in respect of PIMCO acquisition, €m (RHS)  Figure 42. Allianz, B Units as % of AAM Operating Profit 
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Other Items 

Pension accounting changes 

We expect a one time hit to shareholders’ equity as the pension corridor 
disappears, in the order of €1bn to €2bn. No material impact expected to 
earnings. 

Revised pension accounting rules under IFRS come into effect for periods 
beginning 1 January 2013. For full details, see our notes IFRS change to reduce 
2013 earnings for pension-exposed stocks [10 April 2012] and Revisions likely to 
reduce earnings on average [17 June 2011]. 

For Allianz, we expect the impacts to be incidental to the group. Allianz currently 
uses the corridor method to recognise its post-retirement obligations, which means 
that it has been carrying about €2bn of unrecognised deficit (pre-tax) off its balance 
sheet for the past couple of years. If the funding status of the group’s defined 
benefit pension schemes remains unchanged over 2012, then we should expect 
shareholders’ equity to reduce by this amount (adjusted by creation of an 
associated deferred tax asset) with effect from 1 January next year. Allianz guides 
that part of this additional deficit being recognised may also be shared with 
policyholders. 

Over the course of the first quarter 2012, the 10yr AA yield deteriorated once again. 
Allianz conducts a full valuation of its pension liabilities as at the end of each 
calendar year, so the (negative) impact of this drop in the reference discount rate 
will not be reflected in the 1Q 2012 numbers. However, we should keep an eye on 
its development as the year progresses. If it remains at the current level, then this 
could imply an additional increase in pension liabilities in the order of €1.9bn (or 
€1.3bn impact to shareholders’ equity after tax adjustment). Of course, the actual 
impact would be offset by any gain on plan assets from the fall in AA yields and by 
any changes in other economic or demographic assumptions. 

Figure 43. IBOXX AA 10 yr yield, past 5 years 

3.5

4

4.5

5

5.5

6

6.5

7

7.5

Ju
n

-0
7

S
ep

-0
7

D
ec

-0
7

M
ar

-0
8

Ju
n

-0
8

S
ep

-0
8

D
ec

-0
8

M
ar

-0
9

Ju
n

-0
9

S
ep

-0
9

D
ec

-0
9

M
ar

-1
0

Ju
n

-1
0

S
ep

-1
0

D
ec

-1
0

M
ar

-1
1

Ju
n

-1
1

S
ep

-1
1

D
ec

-1
1

M
ar

-1
2

Source: Factset 

https://ir.citi.com/4Lq0cOV20cIgwfq2p2CV8A3VWjR4tg%2FZUYzWyJaQCME%3D�
https://ir.citi.com/4Lq0cOV20cIgwfq2p2CV8A3VWjR4tg%2FZUYzWyJaQCME%3D�
https://ir.citi.com/%2FkmEMm9D1ITU3sXb8zT1Wn%2Fq2PTJU7rRVoKS5mdyeGE%3D�
https://ir.citi.com/%2FkmEMm9D1ITU3sXb8zT1Wn%2Fq2PTJU7rRVoKS5mdyeGE%3D�


Allianz SE (ALVG.DE) 
3 May 2012 

 

Citigroup Global Markets 23 
 

Figure 44. Allianz, Impact of pension corridor on shareholder equity, €bn 
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Source: Company Reports 

 
There is also an earnings impact from the new rules but, for Allianz, we do not 
expect this to be material. Broadly-speaking the (negative) impact on reported 
earnings is equal to the value of the pension plan assets multiplied by the difference 
between the assumed discount rate and the assumed return on assets. For Allianz, 
we estimate this effect will be in the order of €20m to €30m, based on funding levels 
and assumptions disclosed to date. 

The Hartford transaction 

On 30 March 2012, Allianz entered into an agreement with The Hartford regarding 
all outstanding 10% fixed-to-floating rate junior subordinated debentures and all 
warrants held by Allianz since 2008. 

There are several positive effects for Allianz as a result of this agreement: 

 Capital gain of about €150m on the sale of the warrants, expected to be booked 
in the first quarter 2012. 

 Capital gain on the sale of the junior sub debt of about €100m to €150m, 
expected to be booked in the second quarter 2012. 

 Gain of about 4% (about €1.5bn) in Allianz’s economic solvency ratio, arising 
from the removal of (high) risk charges for the warrants and the junior sub debt 
and reduction in concentration risk towards The Hartford. Again, part of this gain 
will be booked in the first quarter, with the bulk of it coming through in 2Q. 

Under the agreement, The Hartford will repurchase all outstanding 10% fixed-to-
floating rate junior subordinated debentures 2068 for a consideration of $2.125bn. 
Further, it will repurchase all outstanding warrants (giving entitlement to 69,351,806 
shares) for an amount of $300m. The repurchases closed successfully on 17 April 
2012.  

The warrants will be repurchased for $300 million, resulting in a book gain for 
Allianz of $200m. We expect this to be accounted for in 1Q 2012. This gain acts to 
offset the revaluation loss of €384m taken through P&L in 2011 in respect of these 
warrants.   

Benefits from Hartford deal to come 

through in 1Q and 2Q. Increased our EPS 

estimate for 2012 to €11.99 
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The nominal amount of this junior sub debt is $1.75bn, resulting in a gross gain of 
about €285m for Allianz. We believe that these bonds are widely held across Allianz 
units, but that the bulk of the holdings will be in businesses with policyholder profit 
sharing arrangements. The company has given no guidance on the proportion of the 
gain that would be attributable to shareholders but, if more than 50% is subject to 
say a 90:10 gate, then that would suggest that less than €150m feeds through to 
the bottom line. 

Following the transactions, Allianz will hold approximately 5.3% of The Hartford's 
common stock, currently valued at about $450m, in line with its holding at the end of 
2011.  

1Q 2012 preview 

We expect Allianz to post a solid set of results in the first quarter of 2012, 
when it reports on 15 May.  

We expect operating profits of €2.1bn, split between divisions as P&C €1.2bn, L&H 
€0.65bn, asset management €0.55bn and corporate -€0.24bn. 

We anticipate an improvement in combined ratio to 96.8%, due to lower natural 
catastrophes during the first quarter.  

Net income should have benefitted from both gains on fair value items and the sale 
of the Hartford warrants and we estimate it to be about €1.4bn. 

Allianz should also report an improved solvency position, due to general market 
movements. We expect further improvements in the second quarter as the full 
benefits of the transaction with The Hartford come through. 

Figure 45. Allianz, Key figures quarterly P&L, €m 

 1Q11 4Q11 1Q12E 
Gross Premiums Written 28,521 23,304 29,200 
P&C 14,251 9,495 14,740 
Life & Health 14,270 13,809 14,461 
Net Premiums Earned 15,861 16,762 16,497 
P&C 9,676 10,055 10,008 
Life & Health 6,185 6,707 6,490 
Revenues Asset Management  1,273 1,600 1,345 
Group Operating Profit 1,660 2,001 2,122 
P&C 663 1,093 1,167 
Life & Health 702 519 654 
Asset Management 528 663 545 
Corporate & Consolidation -233 -274 -243 
Pre-tax Profit 1,486 1,127 2,162 
Net Income 855 498 1,357 
EPS 1.9 1.1 3.0 
Combined Ratio 101.3% 97.6% 96.8% 
Shareholders' equity 43,463 44,912 47,569  

Source: Company Reports and CIRA Estimates 

 

Look for underlying improvements in 

German and US non-life 
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Share price Performance 

Allianz has seen some recovery from 2011 during this year to date. It took part in 
the ‘beta rally’ at the start of the year, but has given back some of those gains since 
the start of March.  

In spite of this recent outperformance, Allianz still trades down relative to the sector 
year on year and we still believe that the current share price does not reflect the 
underlying operational strength in the group.  

Figure 46. Allianz, performance rel SXIP, 1yr  Figure 47. Allianz, performance rel SXIP, ytd  Figure 48. Allianz, performance rel selected 
European insurers, ytd 
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Valuation 

We have made a small (+2%) upwards revision to our EPS estimate for 2012, 
to reflect the Hartford transaction. Our target price remains unchanged at 
€101 per share. 

The chart below sets out our forecasts for key figures by division. Allianz has guided 
that it expects to make group operating profit of €8.2bn +/- €0.5bn in 2012. This 
compares to our estimate of €8.5bn. 

By division, Allianz has guided €4bn to €5bn for P&C operating profit (our estimate 
€4.7bn), €2.2bn to €2.8bn (Citi: €2.4bn), asset management €2bn to €2.4bn (Citi: 
2.3bn) and Corporate -€0.9bn to -€1.1bn (Citi: -€0.9bn). 

Target price €101, representing ETR of 

25% 
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Figure 49. Allianz, Estimates by operation, €m 

P&C 2009 2010 2011 2012E 2013E 2014E 
GPW 42,523 43,895 44,772 46,296 47,873 49,587 
NPE 37,828 39,303 39,898 41,275 42,681 44,210 
Underwriting result 877 999 701 1,331 1,595 1,780 
Operating profit 4,075 4,304 4,196 4,728 5,230 5,600 
Combined ratio 97.7% 97.5% 98.2% 96.8% 96.3% 96.0% 
L&H 2009 2010 2011 2012E 2013E 2014E 
GPW 50,773 57,098 52,863 53,674 54,102 54,537 
NPE 22,029 24,034 23,770 24,706 24,926 25,150 
Operating profit 2,808 2,868 2,420 2,401 2,718 2,854 
ASSET MANAGEMENT 2009 2010 2011 2012E 2013E 2014E 
Revenues 3,689 4,986 5,502 5,754 6,049 6,347 
Expenses -2,288 -2,926 -3,246 -3,423 -3,630 -3,808 
Operating profit 1,401 2,060 2,256 2,330 2,420 2,539 
Cost-income ratio 62.0% 58.7% 59.0% 59.5% 60.0% 60.0% 
CORPORATE 2009 2010 2011 2012E 2013E 2014E 
Operating profit -1,028 -942 -896 -900 -1,024 -1,049 
Consolidation -63 -47 -109 -72 -72 -72 
       
GROUP 2009 2010 2011 2012E 2013E 2014E 
Grp operating profit 7,193 8,243 7,867 8,488 9,272 9,872 
Pre-tax result 4,944 7,173 4,871 8,318 8,833 9,262 
Net income 4,300 5,053 2,543 5,441 5,709 5,963 
EPS (diluted) 9.30 11.12 5.61 11.99 12.34 12.89 
DPS 4.10 4.50 4.50 4.75 5.01 5.28 
Tax rate 12% 27% 42% 31% 32% 32%  

Source: Company Reports and CIRA Estimates 

 
We value Allianz using both a sum of the parts (SOTP) approach and an IFRS RoE 
approach, under our Value Perspectives framework. 

For our SOTP valuation, we estimate equity allocated to each division, adjust it for 
intangibles and hypothecate subordinated debt, to arrive at an allocated capital for 
each business. We then adjust our earnings estimates by division to reflect 
servicing the allocated sub debt, to derive our estimated return on capital for each 
division. Under this approach we see a fair value of €110 per share. 

Our RoE valuation uses estimated returns on tangible equity and growth in tangible 
net assets for the group up to 2014. The fade valuation assumes a 10 year defence 
period, for which we assume a RoE of about 14% and growth in TNAV of about 
4.5%. We assume a geared cost of equity of just over 11% leading to a valuation of 
€92 per share.  

The table below sets out the results of these two valuation approaches. We set our 
target price at the simple average of the two methods, namely €101 per share. 
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Figure 50. Allianz valuation, €m or € per share 

SOTP Valuation Capital RoC CoC P/TBV 
multiple 

Earnings P/E 
multiple 

Valuation 

Non-life 20,975 13.5% 9.0% 1.6 2,832 11.6 32,720 
Life 17,927 9.7% 10.5% 0.9 1,574 10.4 16,299 
Asset Management 4,816 28.4% 9.0% 3.7 1,422 13.0 17,842 
Corporate 750 6.9% 10.5% 0.7 52 9.5 496 
Enterprise value 44,467 13.5% 9.6% 1.5  11.5 67,357 
Less: financial debt (1x 
nominal) 

      -11,173 

Less: conglomerate discount       -6,736 
Value of ordinary equity    1.5  9.3 49,448 
Value per share       110 
        
IFRS RoE Valuation       42,818 
Value per share       92 
        
Target Price       101  

Source: Citi Investment Research and Analysis 

 

Financial Calendar 

Figure 51. Allianz Financial Calendar 2012 

Date Event 
05-May-2012 Ex-dividend 

09-May-12 Annual General Meeting 2012 
15-May-12 Interim Report 1st quarter 2012 
18-Jul-12 Capital Markets Day 
03-Aug-12 Interim Report 2nd quarter 2012 
09-Nov-12 Interim Report 3rd quarter 2012 
21-Feb-13 Financial Press Conference for Fiscal Year 2012  

Source: Company Reports 
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Sector Valuation 

Figure 52. Key data and Recommendations 
 
      2013E 2013E 2012E 2011-14E 2012E 2012E  Market 
   Price Price 2012E  P/E Op. Div Dividend EV Price/ 2013E Cap 
 Recommendation RIC 2 May 12 Target ETR IFRS EV P/E Yield Growth PA  ex div EV RoEV US$m 
Benelux (EUR)              
AEGON Neutral High Risk AEGN.AS 3.49 4.33 30.4% 5.4 2.6 6.3% 38.0% 9.2 38% 14.5% 8,821 
Ageas Neutral High Risk AGES.BR 1.38 1.62 23.6% 6.3 1.6 5.8% 12.1% 4.1 34% 21.4% 4,475 
Delta Lloyd Neutral  DLL.AS 12.74 13.70 16.0% 5.2 3.3 8.4% 4.2% 26.8 48% 14.6% 2,876 
ING Buy High Risk ING.AS 5.33 7.50 40.8% 3.9 2.9 0.0% NA 12.3 43% 14.8% 27,012 
SNS REAAL Neutral High Risk SR.AS 1.49 2.18 46.2% 1.7 1.0 0.0% NA 8.7 17% 18.0% 568 
France (EUR)              
AXA Neutral High Risk AXAF.PA 10.70 13.00 28.5% 5.4 3.2 7.0% 10.1% 15.4 69% 21.2% 33,390 
Germany (EUR)              
Allianz Buy  ALVG.DE 84.18 101.00 25.3% 6.8 5.4 5.6% 10.1% 119.2 71% 13.0% 50,739 
Ireland (EUR)              
Irish Life & Permanent Neutral  IPM.I 0.04 NA NA 0.0 0.0 0.0% NA 8.8 0% 9.8% 1,702 
Italy (EUR)              
Generali Sell  GASI.MI 10.29 10.61 7.0% 6.8 NA 4.4% NA 16.3 63% NA 21,208 
Nordic (Local Ccy)              
Sampo Neutral  SAMAS.HE 20.10 18.50 -2.0% 8.7 8.9 6.2% NA 14.5 139% 15.7% 14,869 
Reinsurers (Local Ccy)              
Hannover Re Neutral  HNRGn.DE 45.67 42.70 -1.5% 7.7 8.2 5.0% 6.0% 46.8 98% 11.9% 7,291 
Munich Re Neutral  MUVGn.DE 109.65 117.50 13.1% 6.9 7.2 5.9% 3.8% 147.7 74% 10.3% 26,033 
SCOR Buy  SCOR.PA 19.98 23.50 23.7% 6.7 7.0 6.0% 8.4% 24.0 83% 12.0% 5,079 
Swiss Re Buy  SRENH.VX 56.90 65.50 21.1% 8.2 7.0 6.0% 10.1% 95.2 60% 9.8% 23,237 
Spain (EUR)              
Mapfre Sell  MAP.MC 2.18 2.30 12.7% 7.4 6.8 7.8% NA 3.2 69% 10.3% 8,900 
Switzerland (SFr)              
Zurich Ins Group Buy  ZURN.VX 222.00 249.00 19.8% 7.4 6.8 7.7% 1.9% 162.7 136% 21.4% 36,045 
UK Life (p)              
Aviva Neutral High Risk AV.L 317.50 346.00 17.3% 6.3 3.3 8.4% 2.0% 339.5 94% 12.5% 14,974 
Legal & General Neutral  LGEN.L 119.10 130.00 14.1% 8.1 5.1 6.4% 14.9% 155.4 77% 12.0% 11,345 
Prudential Buy  PRU.L 758.50 850.00 15.5% 11.1 4.5 3.5% 5.0% 882.2 86% 15.7% 31,393 
Resolution Neutral High Risk RSL.L 224.70 302.00 43.7% 9.0 10.9 9.3% 4.9% 397.9 56% 4.9% 5,016 
Standard Life Neutral  SL.L 225.50 222.00 4.8% 13.8 8.0 6.4% 4.7% 350.0 64% 6.0% 8,623 
UK P&C (p)              
Admiral Group Neutral  ADML.L 1200.00 1110.00 -0.6% 12.5 NA 6.9% 9.8% 0.6 NM NA 5,281 
Amlin Buy  AML.L 335.40 383.00 21.3% 7.0 7.0 7.3% 6.0% 263.6 127% 15.0% 2,703 
Catlin Group Neutral  CGL.L 427.40 428.00 7.2% 7.4 4.6 11.1% 5.9% 618.9 110% 11.3% 2,503 
Hiscox Neutral  HSX.L 402.30 413.00 7.1% 10.6 10.6 4.4% 5.0% 334.5 120% 10.7% 2,555 
Lancashire Buy  LRE.L 814.00 916.00 13.6% 9.5 5.9 1.8% -46.0% 788.6 165% 14.9% 2,128 
RSA Insurance Neutral  RSA.L 105.60 113.00 15.8% 7.8 7.8 8.8% 2.0% 69.9 151% 12.4% 6,050 
Average/Total      7.3 5.6 5.8%   81% 13.4% 364,815  

Source: Powered by dataCentral, dataCentral is CIRA’s proprietary database, which includes CIRA estimates, data from company reports and feeds from Reuters, Datastream, 
First Call, IBES and Toyo Keizai 
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Allianz SE 
 
Company description 

Allianz is a leading global financial services company. The group is one of the 
largest non-life insurers in the world, with particular strengths in continental Europe. 
The group also has top-tier market positions in life insurance in Germany and Italy, 
with significant operations in a number of other countries including the USA. Allianz 
has a very strong asset management division, in particular through its ownership of 
Pimco. 
 
Investment strategy 

Our rating on Allianz is Buy, based on: 1) Supportive valuation; 2) We think a 
significant element of recent asset management earnings strength has a structural 
and sustainable element to it and expect greater unrestricted cash generation as 
PIMCO B shares are redeemed; 3) The company is delivering decent returns in 
each division, with modest asset side risks - this fits well with the stocks we expect 
to outperform in the next 12 months. 
 
Valuation 

Our core valuation is based on a sum-of-the-parts approach, based on c13x 2012E 
for asset management, 10.5-11.5x 2012E for P&C and L&H (adjusted for the 
reallocation of central overhead and interest costs). This points to a current 
valuation of about €110 per share. We double check with a DCF valuation approach 
assuming a long-term ROE of 14% and a cost of equity of c10.5%, which points to a 
valuation of about €92 per share, factoring in a 10% conglomerate discount. We set 
our target price as the average of these two approaches at €101. 
 
Risks 

We consider the following downside risks in our recommendation for Allianz. 
Although the group's P&C operations are focused on retail business, the company 
still has exposure to catastrophe losses and long-tail insurance liabilities (including 
environmental and asbestos), primarily through the US unit (Fireman's Fund), but 
also through its global risks division and commercial lines business in Europe. The 
core life products the group sells are mainly guaranteed savings products, and this 
business would be severely challenged by a deflationary economic environment; 
the US life operations are also exposed to equity-sensitive guarantees. If the impact 
of these risk factors is more negative than we anticipate, then the share price may 
not reach our target price. On the other hand, if markets improve from current levels 
then the share price may outperform against our expectations. 
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banking, non-securities-related: Allianz SE, Admiral Group, Aegon NV, Ageas SA/NV, Amlin Plc, Aviva PLC, AXA SA, Catlin Group Ltd, Delta Lloyd, 
Assicurazioni Generali SpA, Hannover Ruckversicherungs AG, Hiscox Ltd, ING Groep NV, Irish Life & Permanent PLC, Legal & General, Mapfre SA, Munich 
Re, Prudential Plc, RSA Insurance Group, Resolution, Sampo Oyj, SCOR, Standard Life PLC, SNS REAAL Groep NV, Swiss Re, Zurich Insurance Group. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 

The Firm is a market maker in the publicly traded equity securities of Allianz SE, Admiral Group, Ageas SA/NV, AXA SA, Legal & General, Munich Re, 
Resolution, Zurich Insurance Group. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis 
product ("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: 
Legal/Compliance [E6WYB6412478]. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical 
disclosures, are contained on the Firm's disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   Valuation and Risk 
assessments can be found in the text of the most recent research note/report regarding the subject company. Historical disclosures (for up to the past three 
years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 31 Mar 2012 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 52% 37% 11% 10% 79% 10%

% of companies in each rating category that are investment banking clients 44% 42% 40% 47% 42% 43%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks. 
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned. 
Investment Ratings: CIRA's investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return ("ETR") 
and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The Investment 
rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not assigned a Buy 
or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment catalysts to derive a 
positive or negative investment view, they may elect with the approval of CIRA management not to assign a target price and, thus, not derive an ETR. 
Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will publish a note 
re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our ratings 
distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.  
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a 
function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, analysts 
could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) affecting 
the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by management and 
as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets (US, UK, Europe, 
Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or more for Medium-
Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% for Medium-Risk 
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stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging markets (Asia 
Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for Low-Risk stocks, 
20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-Risk stocks, 
10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10% 
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Ltd Paul L Bradley; Raghu Hariharan; Thomas Dorner; Andrew Coombs 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 02 May 2012 09:44 AM on the issuer's primary market. 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Allianz SE, Aegon NV, Ageas SA/NV, Aviva PLC, AXA SA, 
Delta Lloyd, Assicurazioni Generali SpA, ING Groep NV, Legal & General, Mapfre SA, Prudential Plc, RSA Insurance Group, SCOR, Standard Life PLC, 
SNS REAAL Groep NV, Zurich Insurance Group. (For an explanation of the determination of significant financial interest, please refer to the policy for 
managing conflicts of interest which can be found at www.citiVelocity.com.) 

Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of Ageas SA/NV. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Citigroup Global Markets Inc. or its affiliates acts as a corporate broker to Irish Life & Permanent PLC. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research 
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity 
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision 
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney 
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
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For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by 
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant 
of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product 
is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Via dei Mercanti, 12, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If you have 
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea 
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea.   KOFIA makes available registration information of research analysts on its 
website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02.  The Product is made available in 
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. 
CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala 
Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product.  The Product is made available in Mexico by Acciones y Valores 
Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is 
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to 
‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 
832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities & 
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan 
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 
4889, Karachi-74200.  The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., 
which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the 
Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by 
The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., 
which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made 
available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the 
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal 
Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentioned 
in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an appraisal within the 
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 
Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital 
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square 
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Tower 1, Singapore 018960, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended for recipients 
who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by The 
Citigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of 
Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connection 
with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures 
Act (Cap. 289).  This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no 
independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client Relationship Manager 
in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients who are accredited 
investors as defined under the Securities and Futures Act (Cap. 289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa 
(company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) 
Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  The investments and services 
contained herein are not available to private customers in South Africa.  The Product is made available in Spain by Citigroup Global Markets Limited, which 
is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain.  The Product is made available in 
the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan 
and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective 
license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and 
Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the 
Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers securities which are not 
allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertising 
the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only and is not intended as an 
offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in the 
Product must take into account existing public information on such security or the financial products or any registered prospectus.  The Product is made 
available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 
29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through Citibank AS which is regulated 
by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the 
"Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center 
("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should 
not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector 
covered is made available on request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients 
and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by 
Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by 
the FSA and further details as to where this may be the case are available upon request in respect of this material.  Citigroup Centre, Canada Square, 
Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and 
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU 
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such 
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
CIRA product may source data from dataCentral. dataCentral is a CIRA proprietary database, which includes Citi estimates, data from company reports and 
feeds from Reuters and Datastream. 

© 2012 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, 
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duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of 
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information 
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this 
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. 
This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party 
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of 
its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan 
Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of 
third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website 
material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the 
Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or 
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the 
linked site does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall 
be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST         EU20502D 
 


	Group Performance
	Outlook
	Review

	Cash flow and Dividends
	Capital strength and flexibility
	Asset Risk

	Operational Business Lines
	Non-Life Insurance (P&C)
	Natural Catastrophes
	Prior Year Developments
	Combined Effect of Nat Cat and Reserve Releases
	Investment Returns

	Life and Health (L&H)
	Profitability
	Investment Income
	German Life – near term risks overdone

	Asset Management
	PIMCO Legacy


	Other Items
	Pension accounting changes
	The Hartford transaction
	1Q 2012 preview

	Share price Performance
	Valuation
	Financial Calendar
	Sector Valuation
	Allianz SE
	Company description
	Investment strategy
	Valuation
	Risks
	Notes



