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Solid growth in German life market
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(Forecast 2005:
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Strongest increase in unit-
linked and annuities 

Growth in group 
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corporate pension 
schemes
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Accelerated development in life new business

* compound annual growth rate
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Source: Börsch-Supan, Miegel 2001
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Public retirement income dominates old age income in Germany

Composition of old age income 
in % of two-person retiree household total income

1. pillar: Public retirement income (public pensions, social assistance, civil servants' pensions etc)

3. pillar: All other retirement income (asset income, net transfers, earnings etc)

2. pillar: Private and corporate pension income
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Increasing efforts to maintain living standard

Source: Dang et al. 2001; social security committee of the German Government; Deutsches Institut für Altersvorsorge
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Demographic dynamics continue to support saving process

Savings rate by age group 2003

Total savings by age group (€ bn, 2003)

Source: Bureau of Statistics 2004, Germany
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Increasing year-end peaks Increasing average premium levels

Apparent increase in awareness and willingness to save

Life new business volume month by 
month in Germany

01/1997 = Index 100

Average annual premium per contract
in € in Germany 
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Market AMB Generali

Retirement Income Act leads to changes in life business

• Benefits from tax-induced year-end boom
• Strategic position in all relevant life 

growth segments
- Placement of broad product portfolio 

from 1.1.2005, coverage of all 3 tiers with 
innovative products

- Focus on tax-improved annuities in all 3 
tiers (unit-linked and classic); life new 
business with 69% annuities already in 
2004 

- Market leader in unit-linked with focus 
on annuities (app. 85% annuities of unit-
linked new business in 2004)

- Focus on unique selling position of 
insurance products

AMB Generali well positioned for new 
situation in life business

• Significant changes in taxation since 2005 

- Gradual change to taxation of benefits 
with extended tax exemption in tier 1+2

- Abolishment of full tax exemption for 
endowments and improvement of tax 
situation for annuities

year-end boom of life insurance in 2004
higher awareness for private provision
change of product mix from 2005 
onwards

…lead to:

Legal changes…

• "Alterseinkünftegesetz" (Retirement  
Income Act) with new retirement arrange-
ment in 3 tiers

Tier 1: basic provision
Tier 2: private (Riester) + corporate pension
Tier 3: conventional life insurance

(endowment + annuity)
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AMB Generali responds to changes in life with broad portfolio mix

• Offer of new basic annuities (traditional and unit-linked) similar to 
statutory pensions

• Attractive supplementary products offset disadvantages of legal 
restrictions

- Term insurance and surviving dependants' insurance
- Occupational disability insurance
- Other supplementary non-life insurance (e.g. unemployment, accident)

Tier 1:    
Basic 
provision 

• Adjustment of Riester products to include new features
- Abolition of annual audit and simplified criteria to qualify for state incentives
- Up to 30% of the maturity payment in one-off lump-sum payment
- Unisex tariffs as of 2006

• All five vehicles of corporate pension business offered with special focus 
on tax-improved "Direktversicherung"

• Special modular products for mid-sized corporate pension business (e.g. 
pension schemes, commutation of pension commitments)

Tier 2: 
Private and
corporate 
pension

• High focus on tax-improved annuities 
• "Universal life" product approach for endowments

- Flexible product contributions, benefits and bonus schemes
- Tailor-made policies, particularly for 48+

• Extended product portfolio for term and occupational disability insurance

Tier 3: 
Conventional 
life insurance
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Product

Tier 1:
Basic provision as starting ground for social security

• Social security (public programme)
• Pension plans (professional organisations) 
• Traditional annuity plans (life insurance companies)

Restrictive
product
features

• Annuity payments may not begin before age 60 
• Benefits may not be inherited, e.g. by family members
• Benefits may not be transferred, e.g to family members
• Amounts accumulated may not be taken out as loans
• Policy may not be sold
• Annuity payments may not be transformed into lump-sum payment at 

maturity

But additional 
product offering

• Additional products to cover personal disability and surviving dependants' 
provision (premium not exceeding 50% of basic product)

Taxation • Saving period:
€ 20,000 per person and year tax-deductible (starting from € 12,000 in 2005; 
gradually increasing to € 20,000 in 2025; for basic product incl. additional 
product cover)

• Pay-out period:
Full taxation (gradually increasing from 50% of payment as taxable basis in 
2005 to 100% in 2040)
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Medium-term target for nb market share: 
≈ 15%

Private "Riester" pension Corporate pension

Tier 2: 
Private and corporate pensions with high growth potential

• Corporate pension as growth market
- High market growth of new business

- Small and medium-sized companies 
market (SME) with late start but good 
development

• AMB Generali with focussed strategy
- SME market with competitive edge in 

specialised segments
- Pensionskasse very successful with 

over 82,000 new contracts

- Launching new flexible products

AMB Generali with top position:

784,000 contracts until 2004
Current market share ≈ 20%, nb 34%

Medium-term target for market share: 
>15%

• Only 3.8 million contracts market-wide until 

2004, but high potential of 30 million 
employees

• Product to become easier and more 
flexible from 2005 onwards which should 

increase broad acceptance 

• Imminent unisex-tariffs from 2006 will 

lead to additional growth in 2005

• Doubled savings amount in 2004 with 

positive effect on life new business; next 
Riester-step in 2006

AMB Generali with improved growth:

Nb 2004 up +56% to € 288 m
Current nb market share ≈ 8%
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Development of individual contributions
Development of capital

Life-long annuity 
payment

First job
Marriage

Birth of first child
Home ownership

Financial distress (e.g. unemployment)

Professional promotion
(increase of monthly contributions, lump-sum payments)

Children leaving home

New job

Pre-retirement work reduction

Partial capital drawdown
(e.g. house renovation)

Retirement
(life-long annuity)

Tier 3 / Example (p. 1):
Flagship product of AachenMünchener Life: "Wunschpolice"

Start of pay-out option period
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Tier 3 / Example (p. 2):
"Wunschpolice" with unique flexibility features

• Current payments
• Single payments
• Intermission of payments

Flexible choice of contribution mode

Flexible choice of assets
unit-linked or traditional

Flexible point of time

Flexible choice to include additional 
coverages

Flexible paying mode

• Base investment
• Bonus investment
• Dynamic increases of annuity payments

• To stop investment process
• To start with pay-out process

• Term life components
• Dependant's coverage
• Disability coverage

• Annuity 
• Single payment
• Combination of both
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Divi-
dend

Retained
profit

Policyholders

Technical interest
(guaranteed) Direct credit

t t

Insurance benefits

Investment resultOther surplusRisk  surplus

Free provision for premium refund

Maturity bonus fund

Allocated provision for premium refund
Current bonus
Maturity bonus

Mathematical provision 
Other underwriting provisions
Other liabilities

Profit bonus process in German life insurance companies

Shareholders

Gross surplus

Allocation to the
provision for premium refund

t + 1
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Crediting rate reductions to secure positive financial margin

10 year Bund

Guaranteed crediting rate new business

App. guaranteed rate of in-force book 

Crediting rate Volksfürsorge Life

Crediting rate AachenMünchener Life
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Development of key crediting and earning rates over time 
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Risk and investment results contributing most to gross profit 

Sources of profitability of AMB Generali life insurance companies 2004 *

* estimated

in % of 2004 technical reserve

Other RiskCost Investment Total

-0.9% 0.6%

1.6%

1.9% 3.2%
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2001 2002 2003 2004

Risk profit increasing due to good underwriting and sufficient loadings 

in € m

Strengthening of 
longevity reserve
2004 (German GAAP): 

≈ € 300 m (= 0.7% of 
technical reserve)

leading to additional 
risk profits in future 
years

Longevity

Mortality

Disability

Other

413 428 431 410

105
126

177 210
20

17
20

43

+5.8%

+11.8%
+5.0%

2001

-9

2002 2003 2004

-11 -1 -5
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Life value reporting: continuously good performance

€ m (net of tax)

APE of new business

New business margin

New business value

Expected in-force profits

Operational variances

Net result post tax

Measuring the segment's performance

2004

1,223

10.8%

132

118

-11

239

2003

766

12.1%

93

125

-11

207

(€ m, December 2004)

1.5% 1.7% 1.6%

Traditional life
(incl. Riester)

Unit-
linked 1)

Total new 
business value

New business
value 79

53 132

APE 2)

PV premiums

760 463 1,223

5,359 3,109 8,468

New business
value

Value / 
PV premiums

10.4% 11.4% 10.8%

(€ m)

1,570-47

132 60

-260

118

EV operating profit = 203

Change in
economic
assump-

tions

EV
Life
2004

Expected
return

Experience
variances

and operating
assumption 
changes 1)

Value
added
by new

business 2)

Investment
variances
(including
asset mix)

EV 
Life
2003

1,580

-13

Dividends 3)

1) of which cost and biometric variances of € -11m
2) on 2004 assumptions

3) of which dividends of € -83m and capital
contributions of € 70 m

1) incl. net fund management fees 2) regular premiums plus 10% of single premiums on new policies issued in 2004

12.5%
RoEC



21AMB Generali – UBS Conference 7-8 July 2005  - Investor Relations

Summary: life and pensions in Germany as attractive marketplace

• German life and pension market developing at an accelerated growth level

• In international comparison Germany with huge structural gap in old age income

But: Germans begin to understand the need to build up additional pension pillars
And: Legislation / state subsidies contribute to development of new products

• Flexible products and superior advisory capacity are key to successful market 

coverage

• Risk/return profile remains viable and attractive, given the development of 

products with good cost and risk loadings

• Risk profits provide a sound basis to secure safe gross margins

• Satisfying overall profitability for our life new business and book of business in 
force
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Disclaimer

To the extent this paper includes prognoses or expectations or forward-looking 

statements, these statements may involve known and unknown risks and uncertainties. 

The actual results and developments may therefore differ materially from the stated 

prognoses or expectations. Besides other reasons not specified here, deviations may be 

the result of changes of the overall economy or of the competitive situation, especially in 

core activities and core markets. Deviations may also result from the extent and the 

frequency of claims, lapse ratios, mortality and morbidity rates or tendencies. The 

developments of financial markets and of the exchange rates of foreign currencies as 

well as amendments of national and international law, particularly in respect of tax rules, 

may have an influence. Terrorist attacks and their consequences may increase the 

probability and the extent of deviations. The company is under no obligation to update 

the statements made in this paper.


