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When we look back on fiscal 2005, it is fascinating to ob-

serve the close interaction of light and darkness. Please for-

give me if I cannot resist turning first to the brighter side. 

There are strong reasons for doing so.  

Although this year will go down in history as the year in 

which natural disasters caused the highest amount of in-

sured damage ever, Allianz has kept all of its promises. We 

exceeded our objectives, significantly increased the value 

of your investment and made decisions that are of great 

importance to the future of your company. 

There is, however, a side that glows less brightly. While we 

experienced in relative terms moderate losses from the hur-

ricanes in the U.S., we were in absolute terms still too heav-

ily exposed to this risk. It is also true that the gain you made 

on your Allianz shares followed the general market trend, 

meaning that their performance was not really exceptional. 

Finally, I view as a negative that our restructuring plans for 

the German insurance business were so critically received 

by the public, specifically by the German public. Why were 

we not able to generate enthusiasm among our employees 



in Germany for the pending changes? As the owners of Allianz, should you be concerned that 

our brand is not as compelling as it used to be, or that we will not be able to implement the 

improvements sought with these measures? 

Along with my colleagues on the Board of Management, I am convinced that we will master 

the challenges ahead. Your company has since reclaimed its position at the top among its in-

ternational competitors. Now the objective is to build on this position. Why do we think we 

will be successful in doing so?

We already have all the strengths we need for this. We are now positioning ourselves so that 

our competitive advantages will be used considerably more effectively than they have been to 

date and achieve even better results for you, our shareholders. The size, reach and multi-local 

competence of this company give us an exceptionally effective tool for winning market share 

profitably and being successful in new markets and generating competitive advantages for us 

as a financial services group. In the meantime, our sustainability program and, closely related 

to that, our customer focus project, are gaining momentum. Both initiatives seek to improve 

our competitiveness and increase the value of the company in a sustainable manner, i. e., the 

“+One” in our “3+One” program.

We are systematically exploiting the expertise that we already have to become even better. 

We will never stop testing whether the good we have achieved is good enough. Perhaps there 

is still just a bit more potential somewhere that can be harnessed to create additional value for 

you, our investors. The most obvious change, even to a casual observer, let alone a watchful 

insider, is the change that Allianz is undergoing as a team. The company has become more 

transnational and more nimble; we are now able to work together effectively and smoothly, 

across borders, units and hierarchies. This is good news for you, the shareholder.  

In fiscal 2005, this idea not only started to take shape at Allianz, but also found acceptance in 

the financial markets. Our concept of a closely cooperating cross-border Group that continu-

ously seeks out the best business practices and the most effective way to implement them 

Group-wide is being acknowledged and received with approval by the market. Since my last let-

ter to you, the value of the Allianz share has risen by 46.2 % to € 135.4 by the end of February 

2006, and analysts are forecasting even higher prices. I take this as a sign that our key idea has 

been understood and that we are considered capable of actually implementing what we say.

In the 2004 shareholder letter I made a few announcements. I promised additional impetus for 

our “3+One” program in fiscal 2005 and set the objective that our insurance agents in Germany 

would win 300,000 new bank customers. In the outlook section of the annual report, we 

forecast operating results of at least the 2004 level, a combined ratio in property and casualty 

insurance of under 95 % and operating results of at least € 1.5 billion in life/health insurance. 

Dresdner Bank pledged to earn its cost of capital, and we aimed for an increase in operating 

results of 10 % in asset management. 



Today I am very pleased to report that we have exceeded all of these goals. Operating results 

rose to a respectable € 7.7 billion, and the combined ratio again improved to 92.3 % in spite of 

an unprecedented series of natural disasters, including Hurricane Katrina, which resulted in 

the biggest amount of insured damage to date. Life/health insurance achieved excellent results 

with earnings of € 1.6 billion, and asset management increased this figure by no less than 32 %. 

The bank earned its cost of capital for the first time since its acquisition by Allianz, establishing 

a solid basis for strong increases in earnings in the coming years. Our insurance agents in Ger-

many have demonstrated, with 360,000 new bank customers at year-end, how much power the 

idea of an integrated financial services provider can generate. All of these factors, along with 

favorable conditions in the capital markets, contributed to a significant strengthening of our 

capital base, which totalled € 39.5 billion at year-end. This renewed financial strength allows 

us to strategically develop your company and to invest in profitable growth.

When I write about promises kept, I do not forget that we were able to keep these promises only 

because our 177,625 employees in more than 70 countries, many of them Allianz shareholders 

themselves, once again worked unusually hard, showing commitment and professionalism, as 

was the case with our sales force and brokers. They have earned my most heartfelt thanks. 

Under difficult conditions, in a time of fundamental changes, they have worked together to 

bring back the company to its former position of strength and to broaden its business perspec-

tives. I salute them for what they have done; it makes me proud when I hear the high regard 

in which our people are held by other market participants. This strengthens my confidence 

that we will also be able to master the next difficult steps.  

We have achieved a lot in 2005 and I hope we have demonstrated to you that your Allianz 

management team is not a storehouse of old values but rather a factory that creates new val-

ues for shareholders. But 2005 is now over, and of course we have long been looking at the 

future. In spite of the great progress we have made, we see that going forward we are still 

facing considerable challenges.

You may very well ask:

Why Allianz?

Why now? 

What comes next?

Those are very good questions. I asked myself those same questions 17 years ago when I joined 

Allianz, and once again after I was named Chairman of the Board of Management. To answer 

them, I must take into consideration additional aspects that go beyond the internal advantages 



of our Group. In the end it is this diversity of factors that makes an investment in this company 

worthwhile. In this respect, our actions are driven by four key insights:

We know that the long-term and sustainable increase in the value of your equity stake is not 

only a critical mandate but also the basis for all future positive measures that a company can 

initiate for employees, clients and society. Here I am specifically speaking about the creation 

of value in an appropriate timeframe, not overnight. If Allianz is healthy and profitable in 

this respect, then this would have a positive effect on all stakeholders. An example: in 2003, 

which will remain unforgettable to us all as a rather unsatisfactory year for business, our 

tax payments in Germany financed on average the annual operating costs of 8 hospitals. In 

2004, thanks to a considerably more robust and improved business model, we paid enough 

taxes for about 55 hospitals to operate for a year, and in 2005 this rose to 69. But if we get 

bogged down and unintentionally neglect the spirit and content of our employment contract 

with you, the owners of Allianz, we are endangering jobs, wasting opportunities and will not 

be able to serve our clients and society the way we would like to. 

We know that we are neither in a position to direct the global economy nor do we have the 

power to influence the weather or to influence the erratic movements in the financial mar-

kets. But what we can control are our own business policies and the way that your money 

is spent. We are maintaining our cost containment policy and are not being tempted into 

trying to gain market share by competing on price. We charge a fair price for our services 

and we know when to say “NO” if the premiums do not reflect the risks. Consequently, we 

are only seeking growth where there are real opportunities for profitable growth.   

We want to rid ourselves of excessive complexity because it is inimical to growth. With the 

conversion of Allianz AG into a company under European law and with the purchase of the 

outstanding shares of the Italian RAS Group, we are the first DAX company to pass this in-

novation milestone. We are creating the legal and organisational framework for eliminating 

overlaps, achieving trans-European synergies and growing into a pan-European structure 

that is marked by efficiency, transparency and growth dynamic. Our principal bodies – the 

Supervisory Board and the Board of Management – will be significantly more international 

in the future.

     In Germany we are also working with a complex structure that has become artificial and 

impractical. The existing structure is: Too difficult for customers to understand; too difficult 

for our agents to deal with; and too difficult for our managers to steer. In short: too difficult. 

Now we are acting before time and market forces prevent us from doing so and because we 

also want to achieve strong organic growth and gain market share in Germany again. The 

incorporation of Allianz Deutschland AG is a great opportunity in the medium and long term 

also for our employees to benefit from our market positioning.  

     Finally, we have decided to restructure certain aspects of the international commercial and 

industrial insurance business and within Dresdner Bank: some of these changes are already 

being implemented. The purpose of this is to make the organization more transparent and 

leaner, allow for increased effectiveness in the daily business and direct the attention of 

management more towards opportunities for profitable growth. 



We know that the steady trend towards an ageing society around the world creates a demand 

for providers like us and that the concept of an integrated financial services provider will 

take off, even if it takes a while until all aspects of the business and earnings are satisfactory. 

The sales success of our agents with bank products in 2005 and the dynamic growth and the 

solid increases in operating results in life insurance and in asset management provide you 

with an idea of what sort of growth trend can result from the demographic changes and the 

integrated business model.  

This means that in spite of the impressive results, there is still much to do. After entering 2006 

with optimism and a thirst for action, we look back once again on what we have accomplished. 

Allianz has fundamentally changed its approach. We have our risks under control. Business 

is again fundamentally strong. Our management is disciplined in the implementation of our 

plan for profitable growth. These are all prerequisites for smart investors to put our stock on 

their buy list. I hope that 2006 and the following years will be profitable for you and that all 

stakeholders will benefit from the continued success of Allianz. We shall not rest.

Michael Diekmann

Chairman of the Board of Management



During the entire reporting year, the Supervisory Board observed 

the duties incumbent upon it in accordance with the law and the 

Articles of Association. It supervised the conduct of the Compa-

ny’s business, advised the Board of Management with respect to 

the management of the Company and was directly involved in 

decisions of fundamental importance.

In the framework of its monitoring and advising activities, the 

Supervisory Board was regularly provided by the Board of Man-

agement with timely and comprehensive information on the eco-

nomic and financial development of Allianz AG and the Allianz 

Group, including the risk situation, important business transac-

tions and corporate strategy. At the meetings of the Supervisory 

Board and on the basis of reporting by the Board of Management, 

we discussed in detail the business development and important 

decisions and business transactions and, as far as required by law 

or the Articles of Association, passed resolutions. In addition, we 

dealt with the planning of the Board of Management for fiscal year 

2006 and medium-term planning. For the past fiscal year, explana-

tions of any deviations from plans and objectives in the course of 

business were presented to us and taken into account by us.

The Supervisory Board held four meetings during the reporting 

period. Between meetings, the Board of Management informed 

us in writing on important matters. In addition, the Chairman of 

the Supervisory Board was kept up-to-date on major developments 

and decisions.

An important topic of our advisory and monitoring activities was 

the intended merger of Italian Allianz subsidiary Riunione Adriatica 

di Sicurtà S.p.A. (RAS) into Allianz AG, which we discussed and 

reviewed using detailed verbal reports by the Board of Manage-

ment and comprehensive written documentation. We passed a res-

olution approving the merger. The Board of Management reported 

to us on the planned transaction structure, which called for the is-

sue of an offer to acquire the outstanding RAS shares and the hive-

down of nearly all of the RAS business to a wholly owned subsid-

iary, followed by the cross-border merger of RAS into Allianz AG 

with the conversion of Allianz AG into a European Company (So-

cietas Europaea, SE). The Board of Management also reported to 

us on the financing of the transaction, the corporate valuations of 

RAS and Allianz AG to determine the exchange ratio with respect 

to the merger and the business and synergy objectives pursued by 

the merger. We held extensive discussions on the consequences 

of the change of legal form for corporate governance, particularly 

for the employee co-determination in the Supervisory Board. The 

merger audit was explained to us by the court-appointed merger 

auditor Deloitte & Touche GmbH Wirtschaftsprüfungsgesellschaft, 

Munich. The meetings of RAS ordinary and savings shareholders 

on February 3, 2006 and the extraordinary General Meeting of 

Allianz AG on February 8, 2006 approved the merger plan. The 

merger will become effective with its entry in the commercial 



register of Allianz AG; at the same time Allianz AG will change 

its legal form into an SE.

The Board of Management informed us about the reorganisation 

of the insurance business in Germany through the consolidation of 

German insurance activity under a new holding company, Allianz 

Deutschland AG. In this context, the Board of Management also 

informed us about the merger of the Allianz Group companies 

Frankfurter Versicherungs-AG and Bayerische Versicherungsbank 

AG into Allianz Versicherungs-AG. The explanations also covered 

the creation of a joint distribution company for the German insur-

ance business and its future strategic orientation.

The Board of Management gave account to us in all of the meet-

ings of the development of Group sales and profits, developments 

in the individual business segments and the financial situation, 

and these were discussed in our meetings. The positive trend of 

fiscal year 2004 continued in the year under review in spite of 

the negative effects of hurricanes and other natural catastrophes. 

We found that operating profitability improved overall. This is also 

reflected in the encouraging performance of Allianz share prices.

We actively monitored the continued development of Dresdner 

Bank and in addition to regular reporting, we had the Board of 

Management make a special report to us on this. We were able to 

ascertain that it had achieved its objective of earning its capital 

costs in 2005. The Board of Management explained the introduc-

tion of a new, client-oriented business model with two strong 

divisions: Private & Business Clients and Corporate & Investment 

Banking. The objective of winning 300,000 new Dresdner Bank 

customers through the Allianz distribution organisation was even 

exceeded.

Allianz Group’s capital resources were regularly discussed by the 

Supervisory Board. The explanations of the Board of Management 

convinced us that the capital base had been strengthened and 

that the Group’s high rating had been secured. In August 2005 

the rating agency Standard & Poor’s raised its outlook for Allianz 

AG to “stable”.

We addressed the effects on the results of the hurricanes and other 

natural catastrophes in 2005 and discussed the consequences for 

the insurance business of the Allianz Group.

We received a special report by the Board of Management on 

Allianz Global Investors AG, which is responsible for the Asset 

Management segment in the Allianz Group.

We dealt with the planned acquisition of a participation in the 

Industrial and Commercial Bank of China Ltd. (ICBC) by Allianz 

Group. In January 2006 the respective agreements with ICBC 

were signed in China.

In the course of reporting on significant legal matters, the Su-

pervisory Board was informed about the fine imposed on Allianz 

Versicherungs-AG by the Bundeskartellamt (Federal Cartel Office) 

in the proceedings against a large number of German industry 

insurers. The company has appealed the decision.

We were unanimous in welcoming the decision by the Board 

of Management to again offer discounted Allianz share purchases 

to employees of the Allianz Group in 21 countries.

We were continuously involved in the further development of the 

corporate governance standards in the Company. Allianz AG is 

complying with all the recommendations of the German Corporate 

Governance Code. This is expressed in the Declaration of Com-

pliance, which was passed by the Board of Management and the  

Supervisory Board in December 2005. Under the new version of 

the Code dated June 2, 2005, Allianz AG will continue to comply 

with all the recommendations made by the Government Commis-

sion on the German Corporate Governance Code.

As part of the regular efficiency review, we submitted written 

questions this year to all members of the Supervisory Board on 

important aspects of the Supervisory Board activities. The major 

results of these inquiries and the consequent opportunities for 

improvement were discussed in the December meeting.

Further information on corporate governance within the Allianz 

Group is contained in the report jointly approved by the Board 

of Management and the Supervisory Board that can be found on 

pages 12 to 19 of this Annual Report. More information on this 

subject is also available at the Allianz website at 

The Supervisory Board formed the Audit Committee, the Standing 

Committee, the Personnel Committee and the Mediation Commit-

tee as called for by the German Co-Determination Act (Mitbestim-

mungsgesetz). The current composition of the committees can be 

found in the following list.



In the year under review, the Standing Committee held three 

meetings, dealing mainly with the merger of RAS into Allianz 

AG, the reorganization of the German insurance business, Group 

financing, the employee share purchase program, questions of 

corporate governance and the changes in the remuneration of the 

Supervisory Board that were approved by the General Meeting 

on May 4, 2005. The Personnel Committee convened four times. 

The issues addressed were the personnel issues involved in the 

change in the Board of Management, individual rules in the Board 

of Management contracts and the structure and amount of the 

remuneration of the Board of Management. There was no need 

for the Mediation Committee to convene.

The Audit Committee held five meetings in the course of 2005. 

In the presence of the independent auditor, it discussed the annual 

financial statements of Allianz AG and of the Allianz Group, the 

audit reports and the “Form 20-F” filing required in the USA. It 

also reviewed the quarterly reports and, in the presence of the 

independent auditor, discussed the inspection by the independent 

auditor of the consolidated interim financial statements for the 

first half of 2005 and for the first nine months of 2005. It also 

dealt with the assignment of the mandate to the independent au-

ditor and the setting of priorities for the audit. Other subjects of 

deliberation were the measures taken to comply with the require-

ments of the U.S. Sarbanes-Oxley Act on the effectiveness of inter-

nal control systems for financial reporting. The award of contracts 

to the auditors for non-auditing services was also discussed. The 

committee received special reports on the main results of internal 

audits in fiscal years 2004 and 2005.

The Supervisory Board was regularly informed about the work 

of the committees.

KPMG Deutsche Treuhand-Gesellschaft AG Wirtschaftsprü-

fungsgesellschaft, Munich, audited the financial statements of 

Allianz AG and the Allianz Group as well as the respective man-

agement reports and issued their certification without any reser-

vations. The consolidated financial statements were prepared in 

accordance with the International Financial Reporting Standards 

(IFRS). In addition, the consolidated interim financial statements 

for the first half of 2005 and for the first nine months of 2005 

were reviewed by KPMG and the interim balance sheet of Allianz 

AG as at September 30, 2005 was audited by KPMG in prepara-

tion of the merger of RAS and Allianz AG.

The financial statements and the auditor’s reports submitted by 

KPMG were made available to all members of the Supervisory Board 

in a timely manner. These documents were discussed by the Audit 

Committee on March 10, 2006, as well as by the Supervisory Board 

at a meeting held for that purpose on March 15, 2006. The inde-

pendent auditors participated in these discussions. They presented 

the results of the audits and were available to respond to questions 

and provide supplementary information. 

On the basis of our own review of the financial statements of 

Allianz AG and the Allianz Group, the management report, the 

Group management report and the recommendation for appropria-

tion of earnings, we made no objections and concurred with the 

findings of the audit by KPMG. We approved the financial state-

ments of Allianz AG and the Allianz Group prepared by the Board 

of Management; the individual accounts are thereby adopted. We 



consented to the appropriation of earnings as proposed by the 

Board of Management.

A number of changes have taken place in the Supervisory Board. 

On the shareholder representative side, the court appointments 

of Prof. Dennis J. Snower and Igor Landau as members of the 

Supervisory Board were confirmed by the General Meeting held 

on May 4, 2005. Dr. Albrecht Schäfer and Prof. Dr.-Ing. Hermann 

Scholl have resigned from the Supervisory Board as shareholder 

representatives with effect from the end of the General Meeting 

on May 4, 2005. The General Meeting elected Franz Fehrenbach 

and Dr. Franz B. Humer as new members of the Supervisory Board 

in their place.

On the employee representative side, Frank Ley ended his ser-

vice in the Supervisory Board at the end of the General Meeting 

on May 4, 2005. His seat on the Supervisory Board was taken by 

Iris Mischlau-Meyrahn as elected substitute member.

We thank the departing members of the Supervisory Board for 

their valuable work in our body.

The mandates of the members of the Supervisory Board of 

Allianz AG will end when the merger of RAS into Allianz AG 

and the accompanying change of legal form into an SE becomes 

effective. The six shareholder representatives in the Supervisory 

Board of the future Allianz SE will be appointed under the Statutes 

of Allianz SE, which form part of the merger plan passed by the 

General Meeting on 8 February 2006. The shareholder represen-

tatives in the first Supervisory Board of Allianz SE will accord-

ing to this be Prof. Dr. Renate Köcher, Dr. Wulf H. Bernotat, Dr. 

Gerhard Cromme, Dr. Franz B. Humer, Igor Landau and Dr. Henning 

Schulte-Noelle. The employee representatives in the Supervisory 

Board of Allianz SE will be appointed after completion of the 

negotiations on the involvement of the employees in the SE.

At the end of 2005 Detlev Bremkamp left the Board of Man-

agement and retired. The Board of Management mandate of 

Dr. Reiner Hagemann also ended, at his request, at the end of 

2005. The Supervisory Board appointed Dr. Gerhard Rupprecht to 

be his successor as Personnel Director in accordance with clause 

33 of the German Co-Determination Act. The appointment of 

Dr. Mario Greco was rescinded at his request after he decided to 

accept a position outside the Allianz Group before assuming office 

on May 1, 2005.

Effective January 1, 2006 the Supervisory Board appointed Enrico 

Tomaso Cucchiani, Jean-Philippe Thierry and Clement B. Booth 

to the Board of Management. Mr. Cucchiani, who is also Chair-

man of the Board of Directors of Italian Allianz subsidiary Lloyd 

Adriatico S. p. A., is responsible in the Board of Management 

for the insurance markets Italy, Spain, Switzerland, Austria, 

Portugal, Turkey and Greece, as well as for the sustainability 

program in property-casualty insurance. Mr. Thierry, who is 

also Chairman of the Board of Directors of French Group com-

pany AGF S. A., has taken over responsibility for the markets in 

France, Benelux, the Middle East, South America and Africa, 

for credit insurance, assistance and travel insurance and for the 

sustainability program in life insurance. The responsibilities of 

Mr. Booth, formerly Chairman and CEO of Aon Re International 

in London, includes the UK, Ireland and Australia, the reinsurance 

business and Allianz Global Risks, Allianz Marine & Aviation and 

Alternative Risk Transfer.

In our capacity as members of the Supervisory Board, we would 

like to take this opportunity to thank all members of the Allianz 

Group companies for their great personal effort and commitment 

in the past year.

Munich, March 15, 2006

For the Supervisory Board:

Dr. Henning Schulte-Noelle

Chairman







Allianz AG and the Group. The managerial tasks of the Board of 

Management are primarily to determine the strategic direction 

and to manage the Group, and the planning, establishment and 

monitoring of a risk management system. The Chairman of the 

Board of Management coordinates its work.

The Board of Management works closely with the Supervisory 

Board. It keeps the Supervisory Board regularly and comprehen-

sively informed of the company’s business development, financial 

position and results, planning and achievement of goals, as well as 

of the strategy and any existing risks. Some specific decisions by 

the Board of Management require the approval of the Supervisory 

Board. For further information on the composition of the Board 

of Management, see page 11 of this report.

The Supervisory Board has 20 members and under the German 

Co-Determination Act (Mitbestimmungsgesetz) is composed 

equally of representatives of the shareholders and of the employ-

ees. The last election to the Supervisory Board took place in 2003, 

for a five-year term of office. The Supervisory Board monitors 

and advises the Board of Management in the management of the 

business. It is also responsible, among other duties, for appointing 

the members of the Board of Management, for setting the remu-

neration of the Board of Management, for reviewing the annual 

financial statements of Allianz AG and the Group, and for dealing 

with the quarterly reports. An essential part of the Supervisory 

Board’s work is performed by its committees.

The  is responsible for the preliminary examination 

of the annual financial statement and the Group’s consolidated 

financial statement as well as the management report and the 

recommendation for appropriation of earnings. In addition, it ex-

amines the quarterly reports and the filing “Form 20-F” required 

In this context we have revised our Group-wide “Code of Con-

duct”. It establishes obligatory rules of conduct for all employees. 

Members of the Board of Management of Allianz AG and senior 

employees of certain divisions, mainly in the field of finance, are 

subject further to a “Code of Ethics”, which contains rules that 

ensure in particular that high accounting and disclosure standards 

are met and potential conflicts of interest are avoided. In addi-

tion, in the past fiscal year, with the Allianz Group Policy, the 

Allianz AG Board of Management has finalised a Group-internal 

framework to support the governance and coordination of Group 

companies in selected divisions. 

In 2005, the German Government Commission has amended 

and changed the German Corporate Governance Code, particu-

larly in regard to the Supervisory Board. In addition, the legisla-

ture has introduced further regulations that should strengthen 

corporate integrity and investor protection. Moreover, for fiscal 

year 2006 and beyond, disclosure of individual remuneration of 

Board of Management members will be obligatory. Allianz AG 

already satisfies to a large extent the requirements contained in 

the relevant legal regulations. 

The corporate constitution of Allianz AG, as controlling company 

of the Allianz Group, is marked by its two-tier management sys-

tem, which consists of the Board of Management and the Super-

visory Board. 

The Allianz AG Board of Management currently consists of 11 

members, and is multinationally staffed, in keeping with our in-

ternational orientation. It is responsible for the management of 



in the United States. Finally, the Audit Committee is an important 

contact for the independent auditor, whose independence it also 

monitors. 

The  is responsible for the approval of certain 

transactions that require the consent of the Supervisory Board. 

Moreover, it is responsible for drawing up the Declaration of Com-

pliance pursuant to clause 161 of the German Stock Corporation 

Act (Aktiengesetz), and for regularly examining the corporate 

governance and the effectiveness of the work of the Supervisory 

Board.

The  prepares the appointment of members of 

the Board of Management and is responsible for personnel matters 

of members of the Board of Management, including their remu-

neration. It is also involved in the long-term succession planning 

for the Board of Management.

Pursuant to the German Co-Determination Act, the statutory 

 meets only if the Supervisory Board fails to 

obtain the required two-thirds majority in a vote on the appoint-

ment or removal of a member of the Board of Management.

The composition of the Supervisory Board and its committees is 

shown on pages 8 and 10.

Shareholders exercise their rights in the General Meeting. Each 

share confers one vote in adoption of resolutions at the General 

Meeting (“one share, one vote”). To facilitate the exercise of 

shareholder rights, we offer shareholders the opportunity to fol-

low the General Meeting on the Internet and to vote by proxy. 

The General Meeting elects the shareholder representatives to the 

Supervisory Board and passes resolutions granting discharge to 

the Board of Management and the Supervisory Board. It decides 

on the appropriation of earnings, capital measures, approval of 

agreements between business enterprises, remuneration of the 

Supervisory Board and changes to the company’s Articles of Asso-

ciation. An ordinary General Meeting is held every year, at which 

the Board of Management and the Supervisory Board report on 

the past fiscal year. In special cases, the German Stock Corpora-

tion Act provides for the convocation of an extraordinary General 

Meeting.

The Allianz Group’s accounting is based on International Financial 

Reporting Standards (IFRS). 

As a company quoted on the New York Stock Exchange (NYSE), 

we are also bound to submit to the American supervisory body, 

the Securities and Exchange Commission (SEC), a filing (“Form 

20-F”) complying with the U.S. rules for foreign issuers. This is 

based on the IFRS consolidated financial statements and contains 

a further reconciliation statement in accordance with the United 

States’ GAAP accounting standards.

Based on a special regulation for insurance companies (clause 

341 k para. 2 of the German Commercial Code – Handelsgesetz-

buch), the appointment of the independent auditor is carried out 

by the Supervisory Board and not through the General Meeting. 

The Audit Committee of the Supervisory Board prepares this ap-

pointment. The financial statements audit includes the individual 

financial statement of Allianz AG and the German and U.S. con-

solidated financial statements. Provisions that became effective in 

2005 provide for establishing independent professional supervi-

sion of the auditors of the financial statements. In addition, there 

is now the possibility to examine by way of supervision the annual 

financial statement (the so-called enforcement method). 

In the course of the contemplated merger of Riunione Adriatica di 

Sicurtà S.p.A. (RAS) into Allianz AG, which was resolved at the 

RAS shareholders’ meetings on February 3, 2006, and at the ex-

traordinary General Meeting of Allianz AG on February 8, 2006, 

Allianz AG will take the legal form of a European Company (Soci-

etas Europaea, SE), and have the company name Allianz SE. This 

will also involve some changes in the corporate constitution. 

According to the Statutes of the future Allianz SE, which were 

approved together with the merger plan by the extraordinary Gen-

eral Meeting of Allianz AG on February 8, 2006, Allianz SE will 

retain its two-tier management system of a Board of Management 

and a Supervisory Board. Upon effectiveness of the merger, the 

mandates of the current members of the Board of Management 

and the Supervisory Board of Allianz AG will expire. 

The Statutes of the future Allianz SE provide for reducing the 

size of the Supervisory Board from 20 members to 12, with six 

members representing the employees to maintain parity. The 

shareholder representatives on the initial Allianz SE Supervisory 

Board are determined in the articles of corporation. In future, 

the employee representatives on the Supervisory Board will no 

longer exclusively be representatives of the German employees, 

but also representatives of the employees of other European coun-



tries. They will be named according to the rules effective in their 

respective countries, and later be elected by the first General 

Meeting of Allianz SE. For the period prior to the first election by 

the General Meeting, the employee representatives will be court 

appointed. 

The German Co-Determination Act will not apply to the future 

Allianz SE. A special negotiating body will negotiate the scope of 

employee involvement on the Supervisory Board with the manage-

ment bodies of Allianz AG and RAS. If no agreement is reached by 

the established deadline, a statutorily-imposed solution provided 

for in the German Act on Employee Involvement in a European 

Company (Gesetz über die Beteiligung der Arbeitnehmer in einer 

Europäischen Gesellschaft) will apply. This statutorily-imposed so-

lution can also be agreed upon in full or in part by the negotiating 

parties as a result of the negotiations. 

The members of the Board of Management of Allianz SE will be 

appointed by the Supervisory Board with a majority of its members 

participating in the resolution. In the case of a tie, the Chairman’s 

vote shall be decisive. 

The German Corporate Governance Code applies in its June 2, 

2005 version. In addition to legal regulations, it contains rec-

ognized corporate governance standards in the form of recom-

mendations and suggestions. There is no statutory duty to comply 

with these standards; compliance is a matter of self-regulation 

by business. However, under clause 161 of the German Stock 

Corporation Act, Boards of Management and Supervisory Boards 

of all listed companies in Germany are bound to issue an annual 

Declaration of Compliance regarding the recommendations in the 

Code, along the lines of “comply or explain”. 

The Code is increasingly being adopted in Germany as a yard-

stick of good business management and control. Analyses show 

that compliance with the German Corporate Governance Code is 

steadily increasing. At the end of 2005, the DAX 30 companies 

had implemented an average of 97 % of all recommendations, 

while the companies in the M-DAX complied with about 91 %

and the companies in the S-DAX with around 86 % of the recom-

mendations. 

Allianz AG’s Declaration of Compliance with the German Corporate 

Governance Code in accordance with clause 161 of the German 

Stock Corporation Act was published on December 15, 2005, and in 

its English convenience translation reads as follows:

1. Allianz AG will comply with all recommendations made by 

the Government Commission on the German Corporate Gov-

ernance Code (Code version as of June 2, 2005).

2. Since the last Declaration of Compliance as of December 15, 

2004, which referred to the German Corporate Governance 

Code in its May 21, 2003 version, Allianz AG has complied with 

all recommendations made by the Government Commission on 

the German Corporate Governance Code then in force.

The wording is also available on our website at 

.

Furthermore, we comply with all but one of the non-binding sug-

gestions of the German Corporate Governance Code. The excep-

tion is that the shareholder representatives on the Supervisory 

Board are in principal not elected to staggered terms, as suggested 

in the Code. It is preferable in our view for a Supervisory Board 

with employee co-determination to retain a simultaneous term 

of office.

The two listed Group companies Allianz Lebensversicherungs-

AG and Oldenburgische Landesbank AG issued their own Decla-

rations of Compliance on December 6, 2005 and December 5, 

2005, respectively. Allianz Lebensversicherungs-AG discloses 

therein, as in the previous year, the deviations from the recom-

mendations concerning the individual disclosure of remuneration 

for the Board of Management and the Supervisory Board, and from 

the recommendation of a performance-based remuneration com-

ponent for the Supervisory Board. The Declaration notes that the 

remuneration of the Chairman of the Board of Management was 

shown individually in the Group financial statement of Allianz 

AG. The Declaration of Compliance of the Oldenburgische Landes-

bank AG contains the same restrictions as in the previous year 

(no individualized disclosure of remuneration of members of the 

Board of Management and Supervisory Board, and no deductible 

in the Directors and Officers liability insurance).



The remuneration of the Board of Management of Allianz AG sup-

ports sustainable value-oriented management. In the last several 

years, it has been enhanced in order to arrive at a balanced struc-

ture, whose level is appropriate and competitive, and achieves the 

intended management purpose. 

The remuneration of the Board of Management is determined 

by the Personnel Committee of the Supervisory Board. The re-

muneration structure is regularly discussed and examined in the 

plenary meetings of the Supervisory Board. See Note 45 to our 

consolidated financial statements for more information. 

The individual remuneration components for the Board of Man-

agement include: 

The amount of the fixed remuneration is, on the one hand, deter-

mined by the delegated function or responsibility. On the other 

hand, it is influenced by external market conditions. 

This component consists of an annual and a mid-term three-year 

bonus, each of which is performance- and success-related and 

limited to a maximum amount. 

This consists of stock appreciation rights (SAR) and restricted stock 

units (RSU). More detailed information on the stock-based remu-

neration components can be found at Note 43 to our consolidated 

financial statements or on the Internet at .

The valuation of the stock-based remuneration is merely a math-

ematically calculated reference value. If and when the stock-based 

remuneration actually leads to payment depends on the future 

development of the share price, the strike price and the date of 

exercise. Exercise of SARs is possible, at the earliest, two years 

after their granting, and of RSUs after five years. The exercise, the 

number of rights issued and the development of the value of stock-

based remuneration are shown in the income statement. 

Variable remuneration and stock-based remuneration together 

form a three-tier incentive system.

Income-equivalent ancillary benefits vary with the function and 

position of the recipient and are subject to personal income tax. 

They essentially include insurance coverage generally granted in 

the industry and the use of a company car. In 2005, income-

equivalent ancillary benefits amounted to € 0.2 million (2004: 

€ 0.3 million).

The members of the Board of Management either receive no 

remuneration from mandates at Allianz Group companies or the 

remuneration paid to them from such mandates is turned over to 

the company in full. Of the remuneration received from positions 

in companies outside the Allianz Group, 50 % is turned over to the 

company and, in the year under review, this amounted to € 0.5 

million (2004: € 0.5 million). This remuneration is shown in the 

annual reports of the companies concerned. A list of supervisory 

mandates in companies outside the Allianz Group is provided on 

pages 210 to 211 of this Annual Report.



The individual members of the Board of Management each re-

ceived the following remuneration:



The individual members of the Board of Management each re-

ceived the following stock-related remuneration:

The pension agreements for members of the Board of Management 

stipulate retirement benefits of a fixed amount that is not linked 

to the development of the fixed or variable remuneration compo-

nents. The agreements are examined and revised at irregular inter-

vals. In 2005 we changed to a contribution-oriented system. This 

involves savings contributions and a fixed interest rate of 2.75 %

per year, which is also the actuarial interest rate for life insurance 

companies in Germany. In the case of an insured event, the ac-

cumulated capital is converted to equal annuity payments that are 

then paid out for the rest of the member’s life. If the net return 

on investment exceeds the actuarial interest rate, a corresponding 

profit share will be credited in the following year.

When a member of the Board of Management retires from the 

Board at the end of his mandate, old age pension is paid no earlier than 

upon completion of the 60th year of age, except for cases of profes-

sional disability or general disability for medical reasons, or payments 

to a beneficiary in the case of death. If the mandate is terminated 

for other reasons before the retirement age has been reached, a 

non-expiring pension claim is maintained. This does not mean, 

however, claim to pension payments must begin immediately. 

The Allianz Group paid € 1.4 million (2004: € 1.2 million) to in-

crease pension reserves and reserves for similar benefits for active 

members of the Board of Management in the past financial year. 

On December 31, 2005, the corresponding provisions amounted 

to € 26.1 million (2004: € 25.8 million). 

The remuneration of the Supervisory Board is based on the size of 

the company, the functions and responsibilities of the members of 

the Supervisory Board and the financial situation of the company. 

On May 4, 2005, they were rearranged by resolution of the An-

nual General Meeting. The relevant provisions are contained in 

clause 9 of the Articles of Association. 

The relationship between the fixed and variable remuneration 

components is now more balanced. In addition, merit-based remu-

neration is no longer determined by the dividend, but by corporate 

earnings per share. 

Three components make up the Supervisory Board’s remunera-

tion: a fixed sum of € 50,000 and two merit-based components. 

One has a short-term orientation and depends on corporate earn-

ings per share in the previous fiscal year. The other is long-term 

and focuses on the cumulative trend in this indicator over the 

past three years. 



The maximum sum for each of the two variable remuneration 

components is limited to € 24,000. This means that the maximum 

total compensation for a Supervisory Board member is € 98,000. 

This maximum limit would take effect when the previous year’s 

earnings per share have risen by more than 16 %, or when this 

indicator has improved by a total of 40 % over the past three 

years. If there has been no improvement in corporate profits per 

share during the applicable review period (i.e. the previous fiscal 

year or the past three years), no merit-based remuneration will 

be awarded. 

For the reporting year, both merit-based remuneration com-

ponents reached € 24,000, because corporate earnings per share 

rose by more than 16 % in 2005, and by more than 40 % between 

2002 and 2005. 

The chairman and the deputy chairman of the Supervisory 

Board as well as the chairmen and members of its committees 

receive additional remuneration as follows: The chairman of the 

Supervisory Board receives double, and his deputy one and a half 

times the remuneration of an ordinary member of the Supervisory 

Board. Members of the Personnel Committee and Standing Com-

mittee receive an additional 25 %, and their respective chairmen 

50 %. Members of the Audit Committee are entitled to a fixed 

sum of € 30,000 per year, and the committee’s chairman receives 

€ 45,000. 

The additional remuneration of the committee members is 

capped by an upper limit. This limit takes effect when the remu-

neration of the chairman of the Supervisory Board has reached 

triple and that of the other members of the Supervisory Board 

double the basic remuneration. 

The members of the Supervisory Board receive a € 500 atten-

dance fee for each Supervisory Board or committee meeting that 

they personally attend. This sum remains unchanged if several 

meetings occur on one day or when various meetings are held on 

consecutive days. The total expenditure for attendance fees in the 

reporting year amounted to € 38,500. 

The individual members of the Supervisory Board each received 

the following remuneration:



Members of the Board of Management and of the Supervisory 

Board are obligated under clause 15 a of the German Securities 

Trading Law (WpHG) to report the acquisition or sale of Allianz 

AG securities, if the value of the acquisitions and sales by the 

member or parties closely related to it reaches or exceeds € 5,000 

in one calendar year. These reports are published on our website 

at . On November 25, 2005, 

Mr. Sultan Salam, a member of the Allianz AG Supervisory Board, 

sold 102 shares of Allianz AG at a price of € 122.77. 

On December 31, 2005, the total holdings of all members of the 

Board of Management and the Supervisory Board of shares in 

Allianz AG amounted to less than 1 % of the company’s issued 

shares.

Memberships of Supervisory Board members and of Board of Man-

agement members in other corporate supervisory bodies are listed 

on pages 210 to 213 of this Annual Report.

As a company listed on the New York Stock Exchange (NYSE), 

Allianz AG is subject to U.S. corporate governance rules inasmuch 

as these are applicable to foreign issuers. 

The Sarbanes-Oxley Act (SOA) of 2002 in particular has a 

significant effect on our corporate governance. We have worked 

intensively also in the past year on the implementation of Sec-

tion 404 of the SOA. This rule compels companies to document 

fully their financial reporting internal control system and to verify 

its effectiveness annually. Like most comparable companies, we 

have expended considerable resources in complying with these 

requirements. However, intensively examining and documenting 

the financial reporting control systems in this way also provides 

an opportunity to identify and remedy any weak points. For fiscal 

year 2006, for the first time, according to the rules of the U.S. 

Securities and Exchange Commission (SEC), foreign issuers must 

pass an audit and evaluation of their compliance with Section 404 

SOA, through an auditor.  

To meet the requirements of the SOA, we had already amended 

the internal rules of procedure of the Audit Committee of our 

Supervisory Board in past years. In particular, procedures for han-

dling complaints relating to accounting or financial reporting have 

been introduced, as have special procedures for ensuring the in-

dependence of the auditors.

The Supervisory Board of Allianz AG has determined that Dr. 

Manfred Schneider meets the requirements that U.S. law places 

upon the Audit Committee Financial Expert. As part of compli-

ance with the rules of the SOA, Allianz AG has also adopted a 

“Code of Ethics” for members of the Board of Management and 

senior employees of certain divisions, mainly in field of finance.

Since 2004, a Disclosure Committee has operated at the man-

agement levels of Allianz AG. In this body the heads of the depart-

ments that are essential for the financial reporting examine and 

discuss the draft reports. The Disclosure Committee thus supports 

the Board of Management in financial reporting and especially the 

Chairman of the Board of Management and the Chief Financial 

Officer in certifying the financial statements towards the SEC, as 

required by the SOA.

The NYSE has also further developed its corporate governance 

standards. For foreign issuers, the greater part of these rules are 

not mandatory. Nonetheless, there is a duty to disclose the main 

differences between a company’s own corporate governance and 

the NYSE standards, in the form of a brief summary. These dif-

ferences are mainly based on our two-tier management system, 

the applicable co-determination law as well as differing legal 

regulations and best practice standards in Germany and the EU. 

The summary of these differences is published on our website at 

.

Current information on corporate governance is also available on 

our website at .







We intend to better and more efficiently exploit the business op-

portunities offered by our home market of Europe in order to drive 

our profitable growth. This is why we have decided to fully inte-

grate our Italian subsidiary group company RAS into the Group. 

This means first taking over the minority interests in RAS, merging 

RAS into Allianz AG, and converting Allianz AG into a company 

under European law, a Societas Europaea, or SE. By doing so, we 

can reorganize our Group activities in Europe and simplify our 

ownership structure. This enables us to dispense with disruptive 

complexity and to achieve a more manageable and leaner struc-

ture with clear responsibilities.  

We are pressing ahead with our efforts to leverage on the size, 

international reach and competence of Allianz. To this end, we 

are combining our resources into a transparent organisation in 

which everybody learns from each other and whose local busi-

nesses are well-tuned to each other. Your Allianz is evolving into 

a single entity; an entity that, despite continuing to work on a 

“multi-local” basis, is more unified than it used to be, thanks to 

its shared operating systems, co-initiatives and corporate culture. 

These common goals ensure that Allianz is more than the sum 

of its parts. 

Our “3+One” program is working towards creating an improved 

Allianz with a higher value and growth in every possible environ-

ment. Everyone connected with the company will benefit from 

this: customers, shareholders, employees and society. The pro-

gram is based on four main initiatives:  

Protecting and strengthening our capital base

  Giving a significant boost to our operating profitability

Reducing complexity

  Sustainably increasing of our competitive strength and 

value

At the beginning of this annual report, we gave a brief overview of 

just how far we have come in the realization of our plan. 



We steer our activities based on the following questions: 

How can we meet or surpass the expectation of our costumers, 

based on our  products, customer service, and advisory services, 

so that we become costumers first choice? 

How do we achieve the same level of operating excellence 

across all subsidiaries to achieve a performance level that is far 

superior to that of any competitor? 

How will we become a high-performance organization in which 

our employees are motivated and work professionally in an ex-

emplary management culture?

How can we take advantage of and increase the value of the 

Allianz brand?

We address the first question through our Costumer Focus Pro-

gram, which is being implemented across the entire group. The 

objective is to take a more customer-oriented approach towards 

our product and service offerings, and our flexibility and aware-

ness. We want our customers to perceive us to be excellent, rec-

ommend us to others, and see us as the first answer to their 

financial service needs.  

Another group-wide initiative is our Sustainability Program. 

Under this initiative, our top experts search systematically to 

seek out outstanding successes in product offerings, processes and 

service offerings within both property and casualty insurance as 

well as life insurance. The highest Allianz standard is then made 

obligatory for all companies.

We are working intensively on measures that motivate our 

employees to excellent performance and to increase the reach 

of the Allianz brand. These initiatives and the organizational re-

structuring in Europe, in particular the new business model for 

our insurance activities in Germany, should allow the “3+One” 

program to thrive.  

We are further differentiating our global portfolio and increasing 

its international orientation, particularly by expanding our pres-

ence in the U.S. and Asia, while not neglecting the home market 

of Europe. 

We bring together the risk management of the global industrial 

insurance business, marine and aviation insurance, reinsurance 

and our alternative risk transfer offerings to make it even more 

effective. 

We intend to transfer the success of our asset management 

units in the U.S. and in the German consumer business to all of 

Europe and Asia. 

In banking, in addition to investment- and corporate-banking, 

we will further expand our wealth management for wealthy retail 

clients. In Germany, Italy and France, our most important mar-

kets, we are improving the conditions for the sale of investment 

and banking products through our insurance providers, the so-

called assurbanking. 

We continually analyze the largest trends and their influence on 

our markets as well as opportunities for continued development 

of our business models. 

Here are a few examples: climate change and, related to this, 

trading in emissions rights and the promotion of renewable en-

ergy, will boost demand for alternative forms of insurance and 

financing. Anticipated legislative changes in various Asian markets 

will make the pension and health insurance business there more 

lucrative and establishing a market position in those countries 

more promising. The increase in the standard of living in Muslim 

regions will boost the development of financial products that are 

consistent with Islamic law. The aging societies in Europe and 

the U.S. offer considerable potential for growth and profitability. 

The consumption of assets and the transfer of a large volume of 

inheritances to the next generation provide financial service pro-

viders with a broad basis for completely new business opportuni-

ties, such as offering new investment classes or providing special 

services for older customers.  

To better position ourselves for current and future demand and 

to meet our customers’ high expectations of service, we are in-

vesting in the expansion and qualification of our sales channels 

and strengthening our market position in our strategic growth 

markets. 

We consider our employees’ ability to innovate to be an impor-

tant value driving our profitable growth. Each promising idea for 

improvement should be given a chance. We promote employee 

loyalty and intend to strengthen it further, as it is an important 

driver of new ideas and effective innovations, even during a time 

of great changes in the company.

The strength of our business model, our operating excellence 

and the sustainability with which we drive profitable growth are 

the best premises to offer attractive employment opportunities.  

We are confident that all of the initiatives described here will 

bring us considerably closer to living up to our claim that we are a 

leading global financial service provider that does not just deliver 

on its promises, but also exceeds expectations.



What do we mean when we talk about the creation of value? 

The capital that is employed by a company must yield a higher 

return than a comparable alternative investment. In order to 

reach this objective, we apply the EVA® (Economic Value Added) 

concept company-wide. Adapted to the specific requirements 

of our industry and the needs of the Allianz Group, EVA® deter-

mines our company’s economic goals. It provides a measure of 

our performance and is a component in setting the remuneration 

of management. 

The basic idea behind EVA® involves comparing profit with the 

cost of capital. EVA® – whether positive or negative – is the dif-

ference between the two. It tells us whether or not our profits 

exceed the return expected by our shareholders. Thus, EVA® is 

the result of the following calculation:

The cost of capital represents the return an investor can expect 

from an alternative investment with comparable risk. An EVA®

greater than zero indicates that an added value for the shareholder 

has been created. If, on the other hand, the EVA® becomes 

negative, that means a shareholder would have received a greater 

return from another risk adequate investment than from Allianz 

AG shares. In this case, his investment has destroyed value instead 

of increasing it.

With EVA®, we have a measuring instrument that

takes into account our industry-specific risks, and

establishes a relationship between corporate profit and the 

minimum return our investors expect from the capital they have 

invested.

These considerations are important because they support value-

based management of the Allianz Group and at the same time 

allow us to retain a decentralized structure. Why do we need 

decentralization? We are convinced that the management of our 

operating entities worldwide is in the best position to determine 

what measures are appropriate for making their companies more 

profitable. They have to decide what risks they can take – for 

example, when they underwrite insurance policies, extend loans, 

invest funds or make other managerial decisions – to generate a 

specific profit.



The Allianz Group, on the other hand – and this is where the 

central management instrument comes in – must look after the in-

terests of shareholders and make sure that the sum of the total risks 

entered into remains acceptable for the company as a whole 

and that the actual profit realized justifies the investment of 

capital. 

In calculating risk capital the amount of capital each individual 

operational entity requires to cover the financial risks involved in 

ongoing business activities is first determined. The required capi-

tal depends upon the risks that are typical for the products offered 

by our operating entities, i. e., premium, reserve and credit risks 

plus risks in connection with capital investment and operational 

risks. Additionally, the amount of capital needed is also geared 

to the mandatory level of security that is centrally prescribed for 

the Allianz Group as a whole. Uniform standards are also applied 

when determining risk capital; through the use of an internal risk 

model which allows us to precisely determine company-specific 

risk factors.

Through Allianz AG, our holding company, we assign available 

capital on the basis of the risk-return profile and the value pro-

position of our operating companies. In this process, only those 

operating entities

which operate in a profitable market or business segment,

which transform their market position into sustainable creation 

of value and achieve a leading market position;

whose orientation and competency fit within the long-term 

strategy of the Allianz Group; and

which are able to generate distributable earnings that are at 

least equal to their capital costs 

can count on growth capital.

Profits that exceed capital costs can be retained by our operating 

entities to finance their internal growth. That means: Our most 

profitable entities have direct access to considerable funds to fi-

nance their growth. This dividend model, which has been in use 

since 2004, provides for two exceptions: 

When an operating entity must be restructured, it can tempo-

rarily be exempted from the dividend rule in order to be able 

to build equity. 

Certain operating entities that are currently building up busi-

ness in strategically important future markets are, for the time 

being, not required to pay dividends – such as our operating 

entities in China and India.

The Allianz AG uses the liquidity from dividend payments to fi-

nance growth. In addition, the capital is used to pay dividends to 

our shareholders and meet obligations, e. g. servicing debt.

All Allianz Group operating entities are thus responsible for 

generating a return on their risk capital that covers at least the 

cost of capital. Added value results only when this threshold 

is exceeded. But that is only the minimum we demand. Over 

the medium term, we expect to generate a return of 15 % or 

more on the capital employed. That means that the units must 

know which business activities will increase the value of their 

companies and concentrate their efforts and resources on these 

activities. New value drivers must also be created, for example, 

through new products, more cost-effective processes and opti-

mized distribution channels. Local management must also pre-

vent value from being diminished along the value chain. If this 

happens, countermeasures must be immediately implemented. 

In measuring our success, we minimize the impact of equity 

market fluctuations by basing our calculations on “normalized” 

long-term average returns.

Since EVA® is an important factor in managing our business, the 

remuneration of senior management is based to a significant ex-

tent upon this factor. That means we have opted for an incentive-

based system that helps make the continuous increase in the value 

of the Allianz Group a priority across our entire organization. 

Our plan for achieving economic value added does not only 

benefit our shareholders: our customers, employees and the com-

munities in which we operate benefit as well. After all, sustainable 

success can only be achieved by offering excellent products at at-

tractive prices that satisfy our customers, generate sales to secure 

jobs and produce profits that allow us to continue to, and increase 

our contribution to society.



The 2005 gain increases the average three-year return on our 

shares to an attractive 16.6 % per year. To track the performance 

of your own investment in Allianz shares, you can use the share 

calculator that is available at .

With a market capitalization of € 52 billion at the end of 2005, 

Allianz is one of the most highly valued financial services pro-

viders in Europe. Our shares are included in all the major Eu-

ropean indexes: the DAX, the Dow Jones EURO STOXX 50 and 

the MSCI Europe. Our stock is also in the MSCI World Index. 

The Allianz share is in the FTSE-4-Good and Dow Jones Sustain-

ability indexes. The latter index lists only the 10 % of compa-

nies in a given industry that have obtained the best rankings 

in a sustainability rating. The ranking is based on economic, 

environmental and social criteria. For more information, visit 

.

With a price rise of 31.1 %, markedly better than the Dow Jones 

EURO STOXX 50 (21.3 %) and the German DAX index (27.1 %), 

our shares virtually matched the level of the Dow Jones EURO 

STOXX Insurance (31.7 %). This price trend over 2005 as a whole 

is even more notable when one considers the disappointing perfor-

mance of the first half year. Particularly as of July, the price took 

a steep upswing, showing that our operational improvements and 

our strategic course were accepted and endorsed. 
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Further operational business improvements brought net income 

up 93.3 % to € 4.4 billion. With this, basic earnings per share 

increased by 81.6 % to € 11.24, although at the same time the 

number of shares also increased. Adjusted for goodwill amortiza-

tion in the previous year, net income rose by 30.7 %, and basic 

earnings per share by 22.7 %. 

We would like our shareholders to benefit from the improved 

business development and will therefore propose, at the Annual 

General Meeting, to issue a dividend of € 2.00 per share, which 

represents a € 0.25 increase or 14 % per share. With this we con-

firm our dividend policy, which rests on continuity. Because of 

the higher number of shares, the dividend payment will rise by 

20 % to € 811 million.

Meanwhile, 100 % of our shares are in free float. This proportion 

was only 86 % at the end of financial year 2004. Two especially 

important events influenced this outcome. First, Munich Re de-

creased its holdings in our company from the previous 9 % to less 

than 5 %. Secondly, at the beginning of 2005, we divested our-

selves of 17.2 million treasury shares in our “All-in-One” capital 

market transactions (more details appear on page 89). Allianz 

shares are held by about 495,000 investors, making us one of 

the largest publicly held corporations in Europe. Higher free float 

increases liquidity, as shown by our average daily share turnover 

of 3.1 million. Moreover, a higher free float gives our shares a 

greater weighting in the most of the major indexes. For up-to-

date information on our shareholder structure, visit 

.
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Since the end of 2000, Allianz shares have also been traded 

on the New York Stock Exchange in the form of American 

Depositary Receipts (ADR). Ten ADRs are equivalent to one 

Allianz share. For detailed information, visit 

.



Our foremost objective is profitable growth. That is why we use 

“Economic Value Added” (EVA®) as the key indicator for control-

ling our business. This indicator also determines the stock-related 

compensation of our senior management. For more information 

on this subject, see pages 15 to 18 or pages 24 to 25 of this 

Annual Report. 

Our fiscal 2004 Annual General Meeting once again attracted lively 

interest. With approximately 5,300 shareholders, the meeting was 

well attended. The proportion of subscribed capital represented at the 

Annual General Meeting decreased by 2 %-points to 35 %. This was 

mainly due to the higher proportion of free float. To counter this 

trend, we are communicating with our large investors and de-

positary banks of foreign investors even more strongly than be-

fore. We have also engaged an external consultant to support our 

shareholders outside Germany in exercising their voting rights, if 

required. Meanwhile, the presence of foreign investors has risen 

by about 3 %-points. 

Our Internet service during the Annual General Meeting was 

also quite popular. As in previous years, shareholders could follow 

the entire meeting live over the Internet and change their in-

structions until shortly before voting began. About 40,000 share-

holders have meanwhile taken advantage of our offer to send the 

Annual General Meeting documents by e-mail. This saves money 

and protects the environment, and the shareholder receives his or 

her documents considerably faster. For more details on the Annual 

General Meeting, visit .

During the reporting year, we further improved our service to pri-

vate and institutional investors. Our Road Show now visits Tokyo 

and Sydney to serve better to investors in the Asia-Pacific region. 

Altogether we have met with investors in 17 cities and dedicated 

29 days to discussions on current business development and to 

answering questions. Our “Capital Markets Day”, which takes 

place once a year separately from our analysts’ conference, has 

attracted lively interest. In 2005 we reported on our German and 

U.S. life insurance business to approximately 80 participants. The 

number of discussions we held with analysts and institutional 

investors during the reporting year grew again by just under 10 %, 

to about 300.

Our web portal was expanded and restructured in 2005, so that 

investors could find the information which is important to them 

even more quickly. The pages contain the online annual report 

and supplementary information on our strategy, business, share 

and management. We report on analyst and investor conferences, 

and provide presentations and important publications for down-

load. We broadcast our analyst conferences and teleconferences 

live over the Internet. There is a “Shareholder Service” section, 

in which we answer frequently asked questions and publish news-

letters. Beyond this, we offer services online in relation to the 

Annual General Meeting, and publications can be ordered. We 

have recently begun sending current information directly to the 

shareholder’s handheld computer or mobile phone, if desired. For 

telephone queries, our “Allianz Investor Line” is available round 

the clock, seven days a week. In 2005 our investor relations team 

fielded approximately 8,000 questions from private investors. 



As we cannot rule out changes of dates, we recommend to check 

them on the Internet at .





We distribute our property-casualty and life/health insurance 

products through a broad network of self-employed full-time tied 

agents, part-time tied agents, brokers, banks and other channels. 

The particular distribution channels we use vary based on product 

and geographic market. Within our primary market of Germany, 

we rely predominantly on full-time tied agents. Our insurance 

products are marketed in Germany primarily under the “Allianz” 

brand name. In other countries, we operate through our subsid-

iary insurers’ brand names, which are identified as part of the 

Allianz Group.

Allianz AG, the parent company of the Allianz Group, acts as 

the Allianz Group’s reinsurer for almost all of our insurance op-

erations, other than international industrial risks reinsurance. For 

the years ended December 31, 2005, 2004 and 2003, Allianz AG 

assumed 39.6 %, 37.6 %  and 39.1 %, respectively, of all reinsur-

ance ceded by Allianz Group companies, while Munich Re is our 

primary third-party reinsurer. Allianz AG also provides centralized 

advice to subsidiaries on structuring their own reinsurance pro-

grams and establishing lists of permitted reinsurers. In addition, 

the Allianz Group, through Allianz AG, has a pooling concept in 

place whereby natural catastrophe reinsurance cover is offered to 

Allianz Group’s subsidiaries allowing the Allianz Group to benefit 

from internal diversification effects. Allianz AG also assumes a 

relatively small amount of reinsurance from external cedents.

Please see the respective sections of “Property-Casualty Insur-

ance Operations” and “Life/Health Insurance Operations” for 

breakdowns of our insurance operations by geographic region, in-

cluding gross premiums written, statutory premiums, earnings and 

various key performance indicators, as well as a description of our 

largest property-casualty and life/health markets and companies.

In our Property-Casualty segment, we provide a wide array of 

products, including, among others, motor, homeowners, travel 

and other personal lines products. Furthermore, we are a leading 

provider of commercial and industrial coverage to enterprises of all 

sizes, including many of the world’s largest companies. Through 

our specialty lines of business, we offer credit insurance, marine, 

aviation and industrial transport insurance, international indus-

trial risks reinsurance, as well as travel insurance and assistance 

services, which we manage on a worldwide basis.

Our Life/Health segment provides, among others, traditional 

life, endowment, annuity, including equity-indexed annuities, and 

term insurance products. Additionally, we serve individuals with a 

wide range of health, disability and related coverage and provide 

group life, group health and pension products to employers. 

Within our home market of Europe, France, Germany, Italy, 

Spain, Switzerland and the United Kingdom comprise our primary 

insurance markets, with Germany as our most important single 

market, although we operate in almost every European country. 

We also consider the United States as one of our primary markets. 

Please see “International Presence” for a breakdown of selected 

operating entities within our primary markets and others.



Our banking operations consist primarily of those of Dresdner 

Bank, through which we offer a wide range of private, commer-

cial and investment banking products and services for corporate, 

governmental and individual customers, primarily in the European 

market. Please see “International Presence” for a breakdown of se-

lected operating entities within our primary markets and others.

While Dresdner Bank focuses on selected geographic regions 

worldwide, Germany is its primary market, which contains 66.1 %

of its loan portfolio. The largest credit exposures to borrowers in Ger-

many are loans to private individuals (including self-employed pro-

fessionals) at 58.2 %; this category represented 38.5 % of Dresdner 

Bank’s total loans outstanding at December 31, 2005. Dresdner 

Bank operates and distributes its products primarily through 959 

branch offices, of which 927 are located in Germany and 32 out-

side of Germany. In 2005, we conducted our Dresdner Bank op-

erations through six divisions: 

  provides personalized financial services such 

as payments transactions, financing, investment advice, finan-

cial planning and insurance products.

  provides access for its worldwide 

clients to its range of private banking services, such as wealth 

management, portfolio management, real estate investment ad-

vice and trust and estate advice, as well as business banking 

advisory services to assist corporate clients in arranging their 

private and business finances in an integrated and customized 

manner.

 offers corporate loans, structured financ-

ing, as well as treasury, securities and insurance products, and 

provides corporate customers with cash management solutions, 

payment services, global documentary services and advice on 

occupational pension plans.

  offers corporate 

finance advisory services on mergers and acquisitions, divesti-

tures, restructurings and other strategic matters, and provides 

securities underwriting and market-making, securitization prod-

ucts and services, securities and derivatives trading, portfolio 

management, and other capital markets products and services.

 closed down effective 

September 30, 2005 having successfully completed its mandate 

to free-up risk capital through the reduction of risk-weighted 

assets.

 contains income and expense items that are 

not directly assigned to our operating divisions, such as income 

and expenses from the Dresdner Bank-wide treasury function, 

as well as provisioning requirements for country and general 

risks. 

In November 2005, we announced that, effective 1Q 2006, we 

will reorganize our banking business. Our newly-formed Private 

& Business Clients division will combine all banking activities 

formerly provided by the Personal Banking and Private & Business 

Banking divisions. Additionally, our Corporate Banking and DrKW 

divisions will be combined within a single organizational unit, 

Corporate & Investment Banking, to further improve the leverage 

of the market potential in our corporate client and capital markets 

business. In the future, we expect to increase the part of banking 

products sold through insurance agents.

Please see “Banking Operations” for a breakdown of our bank-

ing operations by division and geographic region, respectively.



Our asset management operations act as a global provider of insti-

tutional and retail asset management products and services to 

third-party investors and provide investment management services 

to our insurance operations. We managed approximately € 743 

billion of third-party assets on a worldwide basis at December 31, 

2005, which includes fixed income, equity, money market and 

sector products, as well as alternative investments.

We conduct our retail asset management business primarily 

through our operating companies worldwide under the brand 

name, Allianz Global Investors (or “AGI”). In our institutional 

asset management business, we operate under the brand names 

of our investment management entities; AGI serves as an endorse-

ment brand. Please see “International Presence” for a breakdown 

of selected operating entities within our primary markets and 

others.

We serve a comprehensive range of retail and institutional asset 

management clients. Our institutional clients include corporate 

and public pension funds, insurance and other financial services 

companies, governments and charities, financial advisors and pri-

vate individuals.

The particular distribution channels we use vary by product 

and geographic market. In Europe and the United States, AGI 

markets and services its institutional products through special-

ized personnel located primarily in its Frankfurt, London, Munich, 

Paris and Milan, as well as San Francisco, San Diego and Newport 

Beach (California) offices. European retail distribution is provided 

primarily through the proprietary channels of the Allianz Group, 

including branch bank advisors, full-time agents employed by af-

filiated insurance companies and other Allianz Group financial 

planners and advisors. In the United States, AGI asset managers 

also offer a wide range of retail products. AGI has committed sub-

stantial resources to the expansion of the third-party asset man-

agement business in the Asia-Pacific region with offices in Tokyo, 

Hong Kong, Shanghai, Singapore, Taipei, Seoul and Sydney. 

For a discussion of investment portfolios of our insurance, 

banking and asset management operations, which we refer to as 

“group’s own investments”, see “Executive Summary – Group 

Asset Allocation”.

  Competition is most pronounced in our more mature 

markets (Germany, France, Italy and the United States), while 

in recent years, competition in emerging markets has also in-

creased as large insurance and other financial services partici-

pants from more developed countries have sought to establish 

themselves in markets perceived to offer higher growth poten-

tial, and as local institutions have become more sophisticated 

and have sought alliances, mergers or strategic relationships 

with our competitors.

  We are subject to competition from both bank and 

non-bank institutions that provide financial services and, in 

some of our activities, from government agencies. Substantial 

competition exists among a large number of commercial banks, 

savings banks, other public sector banks, brokers and dealers, 

investment banking firms, insurance companies, investment 

advisors, mutual funds and hedge funds to provide the types 

of banking products and services that we offer in our banking 

operations.  

  Competition stems from all major inter-

national financial institutions and peer insurance companies, 

which have large, multi-jurisdictional and multi-product asset 

management operations and compete for both retail and insti-

tutional clients.



The following table sets forth selected Allianz Group companies 

by geographic region at December 31, 2005, including our owner-

ship percentage. It does not contain all subsidiaries of the Allianz 

Group, nor does it indicate whether an interest is held directly or 

indirectly by the Allianz AG. Further, the ownership percentage 

presented in the following table includes equity participations 

held by dependent enterprises of the Allianz Group in full, even 

if the Allianz Group’s ownership in the dependent enterprise is 

below 100 %. Please see pages 201 to 206 of this annual report 

for a more extensive list of Allianz Group operating subsidiar-

ies, associated enterprises and other selected holdings in listed 

companies.
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Led by our Life/Health and Asset Management operations, our 

total revenues increased by 4.2 % to € 100.9 billion. Internal growth 

was 4.3%.

   While we continued to put profitability first, 

we succeeded in growing gross premiums written by € 281 million 

to € 44.1 billion, and achieved internal growth of 2.7 %. Particu-

larly strong increases were experienced within the United States, 

Switzerland, Allianz Marine & Aviation and Australia.

  Statutory premiums increased by 6.5 % to € 48.1 billion, 

originating principally from investment-oriented and single-pre-

mium products. Strong growth rates were achieved in our core 

European life markets, particularly in Germany, France and Italy, 

with growth rates in Germany and France well above 10 %. In 

the United States, statutory premiums remained strong. Internal 

growth was 6.0 %.

   Operating revenues from our banking operations de-

clined by 3.3 % to € 6.2 billion primarily due to the faster than 

planned close of Dresdner Bank’s IRU and negative accounting 

impacts from IAS 39. In contrast, operating revenues from Dres-

dner Bank’s strategic business*), excluding the negative impacts 

from IAS 39, increased by 4.1 % to € 6.1 billion.

   We achieved record net inflows of third-

party assets of € 64 billion, particularly from our fixed income in-

stitutional funds business within the United States and Germany. 

Market-related appreciation of third-party assets amounted to € 33 

billion. Overall, third-party assets increased by 27.0 % to € 743 

billion at December 31, 2005. These positive developments led 

to significant operating revenue growth of 18.4 % to € 2.7 billion. 

Internal growth was 16.3 %.
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In 2005, our operating profit increased by 13.2 % to € 7.7 billion, 

thereby demonstrating our commitment to 

. All segments contributed to this development.

   We achieved a new low combined ratio of 

92.3 %, 2.7 percentage points better than our target. We contin-

ued to adhere to our disciplined underwriting and pricing practices 

worldwide, thereby successfully improving our combined ratio by 

60 basis points compared to 2004. These positive developments 

were achieved despite the negative impacts of various natural 

catastrophes, including one of the worst hurricane seasons on 

record. The combined effects of losses from natural catastrophes 

produced estimated claims of € 1.1 billion, net of reinsurance. 

Offsetting these losses were decreases in loss estimates for previ-

ous underwriting years that resulted in an increase in operating 

profit of 4.6 % to € 4.2 billion.

   Operating profit strengthened by 13.0 % and 

reached € 1.6 billion, exceeding our 2005 target by approximately 

€ 100 million. Strong margins on new business and the increased 

business volume from the strong growth rates in recent years were 

the most important factors in this development. Our statutory ex-

pense ratio1)  declined by 1.0 percentage point to 8.1 %, resulting 

from statutory premium growth, while net acquisition costs and 

administrative expenses decreased.

   In 2005, Dresdner Bank was successful in earning its 

cost of capital for the first time since it was acquired by the Allianz 

Group in 2001. Operating profit contributed in large part to this, 

increasing by 33.2 % to € 775 million. This growth was princi-

pally due to a favorable development within Dresdner Bank’s net 

loan loss provisions, resulting in a net release of € 113 million 

(2004: net charge of € 337 million), driven predominantly by the 

reductions in our portfolios within our non-strategic IRU and the 

improved risk profile of Dresdner Bank’s strategic loan portfolio.

   Operating profit grew by 32.4 % to € 1.1 

billion, thereby significantly surpassing our 2005 target. Com-

mensurate with this development, we succeeded in consistently 

reducing our cost-income ratio2) during the course of 2005 to 

58.5 %, a marked improvement of 4.4 percentage points. These 

achievements demonstrate our strong market position and attest 

to our superior performance as the overwhelming majority of 

the third-party assets we manage outperformed their respective 

benchmarks in 2005.

Net income increased significantly to € 4.4 billion from € 2.3 bil-

lion.

Our operating profit of € 7.7 billion drove the 

 with earnings from ordinary 

activities reaching € 7.9 billion. Non-operating items, in aggregate, 

amounted to € 137 million, benefiting from the discontinuance of 

goodwill amortization due to a change in accounting under IFRS 

(2004: charge of € 1.2 billion).

The impact of net capital gains and impairments, including 

non-operating net trading income, remained relatively stable at 

€ 1.8 billion. Other non-operating items, in aggregate, improved 

by more than € 300 million to a net charge of € 1.7 billion, with 

restructuring charges declining by 71.2 % to € 100 million, due 

primarily to the absence of significant charges at Dresdner Bank. 

Our tax expenses increased by € 27.2 to € 2.1 billion, repre-

senting an overall effective tax rate of  26.3 % (2004: 31.9 %). In 

2005, our effective tax rate benefited from preferable tax treatment 

on dividend income and realized capital gains at various operat-

ing entities, as well as the discontinuation of non-tax deductible 

goodwill amortization. Minority interests in earnings increased by 

18.7 % to € 1.4 billion, primarily due to increased earnings at our 

Italian and French Life/Health operating entities.

The following table sets forth our basic and diluted earnings per 

share for the years ended December 31, 2005, 2004 and 2003.
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The following table sets forth the total revenues, operating profit 

and net income for each of our business segments for the years 

ended December 2005, 2004 and 2003, as well as consolidated 

net income of the Allianz Group1).



In 2005, our shareholders’ equity increased by 25.0 % to € 47.1 bil-

lion at December 31, 2005, further .

Our shareholders’s equity before minority interests grew by 31.6 % to 

€ 39.5 billion. This increase resulted primarily from our strong net in-

come for 2005, growth in unrealized gains on investments due to fa-

vorable equity market conditions and lower interest rates in Europe, 

as well as reduced negative foreign currency translation effects from 

the strengthening of the U.S. Dollar against the Euro. Additionally, the 

reduction in treasury shares (net € 352 million) and the issuance of 

warrants on Allianz AG shares, of which 9 million were exercised in 

3Q 2005 raising capital of € 828 million, increased our shareholders’ 

equity before minority interests. In connection with the purchase 

of the minority interest of Riunione Adriatica di Sicurtà S.p.A. (or 

“RAS”), our shareholders’ equity before minority interests also in-

creased by € 1.1 billion through the issuance of shares out of autho-

rized capital without pre-emptive rights, offset by € 1.3 billion related 

to the acquisition cost for additional interest in RAS. See “Allianz-

RAS Merger/European Company (SE)” for further information on 

the contemplated merger of RAS with and into Allianz AG.

In 2005, total assets increased by € 7.6 billion (0.8 %), while to-

tal liabilities decreased by € 1.8 billion (0.2 %). Increases within 

our total assets were primarily experienced within cash and cash 

equivalents due to our strong operating cash flow, as well as in-

vestments, where balances rose by € 16.0 billion (102.5 %) and 

€ 34.6 billion (13.9 %), respectively. These increases were offset 

in part by declines predominantly in loans and advances to banks 

of € 30.2 billion (16.6 %). Additionally, investments in associated 

enterprises and joint ventures declined by € 3.7 billion (63.6 %). 

Increases within our total liabilities, primarily our reserves for 

insurance and investment contracts, which rose by € 32.8 billion 

(10.0 %), were more than offset by the € 39.4 billion (20.6 %) 

decrease within liabilities to banks.

See “Group Asset Allocation” and “Liquidity and Capital Re-

sources” for detailed information on our investments and invest-

ments in associated enterprises and joint ventures, as well as the 

development of our cash and cash equivalents, respectively. De-

creases in loans and advances to banks and in liabilities to banks 

primarily reflect reduced volumes of repurchase and reverse re-

purchase operations at Dresdner Bank. The growth in reserves for 

insurance and investment contracts was driven predominantly by 

aggregate policy reserves at € 19.7 billion (8.6 %) and reserves for 

premium refunds at € 7.3 billion (34.2 %). Our aggregate policy 

reserves increased primarily due to strong sales of unit- and in-

dexed-linked life insurance contracts (see “Life/Health Insurance 

Operations” for further discussion). The growth within our re-

serves for premium refunds principally resulted from changes due 

to fluctuations in fair value associated with group’s own invest-

ments.
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The following table presents the Allianz Group’s consolidated bal-

ance sheets as of December 31, 2005, and 2004, and the respec-

tive changes*).

Of the total group’s own investments, the majority are invested in 

fixed income securities and, to a lesser extent, equities. At December 

31, 2005, group’s own investments amounted to €  467.5 billion, 

an increase of 6.0 % compared to December 31, 2004. This increase 

was mainly due to higher balances of fixed income and equity 

available-for-sale securities, resulting predominantly from favor-

able capital market conditions, lower interest rates in Europe, 

and strong growth in sales of our life operations. See “Life/Health 

Insurance Operations” for further discussion of our Life/Health 

segment’s results of operations. Growth in our group’s own invest-

ments was partially offset by decreased financial assets held for 

trading, net. Additionally, investments in associated enterprises 

and joint ventures, which are classified as equity investments 

within group’s own investments, decreased principally as a result 

of sales of our shareholdings in MAN AG and Gecina S.A. in 1Q 

2005, Bilfinger Berger AG in 2Q 2005, as well as the sale of 

7.35 % of our 28.48  % shareholding in Eurohypo AG to Com-

merzbank AG in 4Q 2005. During 4Q 2005, Eurohypo AG was 

reclassified as held-for-sale and presented within “Other assets”. 

The sale of the remaining 21.13 % participation in Eurohypo AG 

to Commerzbank AG is scheduled for 1Q 2006, subject to the 

fulfilment of customary conditions.

The following table and graphs set forth our assets under manage-

ment, excluding third-party assets.



   We limit our fixed income invest-

ment risk by establishing high thresholds on the creditworthiness of 

our debtors and by spreading our risk accordingly. The credit quality of 

our insurance operations’ fixed income securities portfolio has been, 

and continues to be, strong. At December 31, 2005, approximately 

91 % of the fixed income investments of the insurance companies of 

the Allianz Group had an investment grade rating. Approximately 

87 % were distributed over obligors that had been assigned at least 

an “A” rating by Standard & Poor’s. Additionally, of the not rated 

fixed income investments, which amounted to approximately 8 % at 

December 31, 2005, the majority were invested in instruments of 

high credit quality, consisting of asset and mortgage-backed securi-

ties (e.g. Pfandbriefe), as well as loans to banks and customers. See 

“Risk Report” for further information on risk management within our 

insurance business.
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The majority of our group’s own 

investments within our Banking segment are invested in financial as-

sets and financial liabilities held for trading. At December 31, 2005, 

financial assets held for trading, net, amounted to approximately 81 %

(2004: approximately 81 %) of group’s own investments, net, within 

our Banking segment. See “Risk Report” for a discussion of risk man-

agement in connection with our trading activities within our banking 

business.
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For a list of significant 

associated enterprises and other selected holdings in listed companies, 

including our ownership percentage, please see pages 205 und 206 

of this Annual Report.

In the ordinary course of business, the Allianz Group enters into 

arrangements that, under IFRS, are not recognized on the con-

solidated balance sheet and do not affect the consolidated income 

statement. Such arrangements remain off-balance sheet as long 

as the Allianz Group does not incur an obligation from them or 

become entitled to an asset itself. As soon as an obligation is 

incurred, it is recognized on the Allianz Group’s consolidated 

balance sheet, with the corresponding loss recorded in the con-

solidated income statement. However, in such cases, the amount 

recognized on the consolidated balance sheet may or may not, 

in many instances, represent the full loss potential inherent in 

such off-balance sheet arrangements. The importance of such ar-

rangements to the Allianz Group as it concerns liquidity, capital 

resources or market and credit risk support, is not significant. Addi-

tionally, the Allianz Group does not rely on off-balance sheet 

arrangements as a significant source of revenue. Similarly, the 

Allianz Group has not incurred significant expenses from such 

arrangements and does not reasonably expect to do so in the 

future. 

Distinct areas the Allianz Group is involved in off-balance sheet 

arrangements as of December 31, 2005, which are all conducted 

through the normal course of our business, include various irre-

vocable loan commitments, leasing commitments, purchase obli-

gations and various other commitments. Additionally, we extend 

market value guarantees to customers, as well as execute indem-

nification contracts under existing service, lease or acquisition 

transactions. See Note 42 to our consolidated financial statements 

for further information.

Furthermore, through Dresdner Bank, and in order to seek a 

Tier I capital release, we conducted a synthetic securitization to 

place credit risk from a designated loan portfolio on the open 

market. As of December 31, 2005, credit risks in the amount of 

€ 1.0 billion had been transferred to third-parties using a special 

purpose vehicle, which is not consolidated within our consoli-

dated financial statements.

Our Annual Report for the year ended December 31, 2004 was 

prepared in conformity with IFRS effective as of December 31, 

2004 as adopted under EU regulations in accordance with clause 

292a of the German Commercial Code (or “HGB”), which we 

refer to below as “pre-2005 IFRS.” Effective January 1, 2005, a 

number of new and revised IFRS were introduced, some of which 

required retrospective application to all years presented within 

our consolidated financial statements. Our Annual Report for the 

year ended December 31, 2005 is prepared in accordance with the 

new and revised IFRS effective January 1, 2005 as adopted under 

EU regulations in accordance with clause 315a of the HGB, which 

we refer to below as “2005 IFRS.” Retrospective application has 

the effect of applying the new and revised IFRS to prior periods as 

if those accounting principles had always been used. We present 

below a brief overview of the major impacts from the retrospective 

application of 2005 IFRS. For more detailed information regarding 

the quantitative impacts of new and revised standards under 2005 

IFRS at the Allianz Group consolidated level, as well as a descrip-

tion of each 2005 IFRS compared to pre-2005 IFRS, please refer 

to Note 3 of our consolidated financial statements.



The following table sets forth the impacts of 2005 IFRS on the 

Allianz Group’s consolidated total revenues, operating profit and 

net income for the years ended December 31, 2004 and 2003.

The following table sets forth the impacts of 2005 IFRS on the 

Allianz Group’s consolidated assets, liabilities and shareholders’ 

equity as of December 31, 2004.

The adoption of IAS 1 revised required the inclusion of minority 

interests in shareholders’ equity. Hence, shareholders’ equity in-

creased, while total liablities decreased by the same amount.

IAS 39 revised required several changes to the Allianz Group’s 

accounting policies. One of the most significant of these changes 

relates to the recognition of impairments of available-for-sale eq-

uity securities. In particular, the changes in the Allianz Group’s 

impairment policy led to the following effects on our consolidated 

financial statements:



  Accelerated impairments in 2002, caused 

by weak equity markets, led to a rise in net realized gains on 

available-for-sale equity securities in 2003 and 2004, resulting 

in increased net income in 2003 and 2004, with our Prop-

erty-Casualty, Life/Health and Banking segments most heavily 

impacted. The increase in net realized gains in 2003 and 2004 

was offset in part by a decrease in reversals of impairments 

on available-for-sale equity securities, since such reversals are 

no longer permitted under IAS 39 revised, and an increase in 

insurance and investment contract benefits due to policyholder 

participation in the increased net realized gains.

  Unrealized gains (net of unrealized losses) were 

increased in 2003 and 2004, while revenue reserves were re-

duced by the same amount.

As a result of the adoption of IFRS 2, the PIMCO LLC Class B 

Unit Purchase Plan (or “Class B Plan”) is considered a cash settled 

plan as the equity instruments issued are puttable at the holder’s 

option, resulting in changes in the fair value of the shares issued 

to be recognized as expense. The adoption of IFRS 2 led to ad-

ditional charges in 2003 and 2004, shown as additional acquisi-

tion-related expenses and administrative expenses in our Asset 

Management segment.

See Note 46 to our consolidated financial statements.



 %

020052004

North and South America
Rest of Europe Asia-Pacific & Rest of World
Germany

50

40

30

20

10

12.1

6.0

1.7

+ 1.4 %

+ 4.0 %

(0.7) %

+ 4.1 %

43.0

France

Italy

Switzerland

United Kingdom
Spain

Other Europe

23.2 %

23.6 %

12.0 %

11.1 %
8.0 %

22.1 %

France

Italy

Switzerland

United Kingdom
Spain

Other Europe

24.1 %

23.4 %

10.9 %

11.9 %
7.6 %

22.1 %

23.2

12.5

6.0

1.8

43.8

23.5

2005 over 2004
2004 over 2003

0 5(10) 10 15(5)(15)

Germany
(2.9) %

1.2 %

Italy 1.9 %
3.0 %

France (3.4) %
(1.6) %

United States 7.7 %
0.7 %

Percentage

United Kingdom
3.7 %

(6.3) %

Switzerland
4.2 %

10.8 %

Spain 6.2 %
4.9 %

Western and Southern Europe 2) (5.9) %
(5.5) %

Central and Eastern Europe 2) 11.2 %
6.4 %

Asia-Pacific 4.6 %
1.1 %

Specialty Lines 6.5 %
0.5 %



Capitalizing on growth opportunities in markets that offered a 

profitable correlation between premium rates and risks and our 

willingness to forego premium growth in markets with increasing 

pricing pressures, we were successful in slightly growing gross 

premiums written from € 43,780 million to € 44,061 million, de-

spite the disposal of our Taiwanese, Chilean and Canadian opera-

tions in the second half of 2004. Based on internal growth, gross 

premiums written increased by 2.7 %.  

Growth varied considerably across different markets. Positive 

developments were primarily experienced by our operations in 

the United States, our Swiss operations, Allianz Marine & Aviation 

within our specialty lines, and Allianz Australia with additional 

gross premiums written of € 355 million (7.7 %), € 196 million 

(10.8 %), € 185 million (19.5 %) and € 145 million (11.0%), re-

spectively.  At Fireman’s Fund Insurance Company (or “Fireman’s 

Fund”) in the United States, increases across all lines of business 

were achieved, namely in our personal, commercial and specialty 

lines with a constant focus on disciplined underwriting and in-

creased sales effectiveness in our chosen markets. In Switzerland, 

growth was driven primarily by Allianz Risk Transfer (or “ART”). 

At Allianz Marine & Aviation, the positive development was 

driven by our marine and aviation business in the United King-

dom, largely as a result of additional business generated from a 

fairly new branch office, as well as the strengthening of the British 

Pound against the Euro. The increase at Allianz Australia resulted 

from its broker and agency channels as well as its financial institu-

tions and direct divisions due to intensified customer relationship 

management and positive exchange rate effects.  

Further increases, albeit to a lesser degree, were also experi-

enced in South America, Spain and Italy with gross premiums writ-

ten increasing by 19.5 % (€ 117 million), 6.2 % (€ 110 million) and 

1.9 % (€ 98 million), respectively. The growth in South America, 

specifically from AGF Seguros in Brazil, stemmed from, among 

other factors, our motor business as a result of increased sales of 

new cars. The beneficial development in Spain at Allianz Seguros 

was driven by all lines of business, namely our motor, personal and 

industrial lines. In Italy, the increase in gross premiums written at 

RAS was mainly driven by the develpoment of our non-motor busi-

ness, and in particular by the significant growth of personal lines 

and business with small and medium enterprises. Furthermore, 

motor business at RAS increased marginally, in line with the mar-

ket growth in Italy, partially compensated by the development of 

the direct channel, Genialloyd. Within our specialty lines, growth 

within credit insurance at Euler Hermes of € 71 million (4.4%) 

resulted from our French, Italian and United States operations, 

as our customers in these regions increased their sales, produc-

ing increased receivables. Similarly, within travel insurance and 

assistance services, Mondial Assistance Group saw an increase of 

€ 92 million (10.2 %), primarily driven by increased sales through 

the Internet as well as stronger sales through airline partners. 

These increases were offset by decreased gross premiums writ-

ten primarily in Germany, the United Kingdom, France, as well 

as at Allianz Global Risks Re, where gross premiums written de-

creased by € 373 million (2.9 %), € 166 million (6.3 %), € 178 mil-

lion (3.4%) and € 35 million (2.6%), respectively. 

The decline in Germany resulted largely from the commutation 

of an intra-Allianz Group reinsurance agreement between Allianz 

AG and Allianz Lebensversicherungs-AG (or “Allianz Leben”) in 

1Q 2005. Furthermore, at Sachgruppe Deutschland (or “SGD”), 

we remained committed to our policy of focusing on profitability 

and not volume. Additionally, SGD undertook a range of portfolio 

measures in our motor business resulting in higher “no claims 

bonuses”, which reduced gross premiums written on these con-

tracts. As a consequence, gross premiums written at SGD declined 

by 1.3 % to € 10,035 million.

In the United Kingdom at Allianz Cornhill, this decline was 

primarily related to lower premiums in our motor and household 

lines, a development that was significantly driven by our cycle 

management efforts, through which we endeavor to balance vol-

ume and margin criteria. Our French subsidiary, AGF IART, as 

result of a more competitive environment, experienced decreases 

in gross premiums written especially through its brokerage busi-

ness with large accounts. The decline in gross premiums written 

at Allianz Global Risks Re resulted from a more competitive en-

vironment in the global property market, leading primarily to a 

decrease of new business volume.
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Driven by further improvement of our 1) to a new 

low of 92.3%, our  grew by 4.6% to € 4,162 million, 

a growth rate stronger than that of our gross premiums written. 

The strongest improvements occurred at Fireman’s Fund in the 

United States (€ 154 million), Allianz Australia (€ 101 million), 

Credit Insurance through Euler Hermes (€ 73 million), SGD (€ 67 

million), as well as RAS in Italy (€ 42 million).

In a year that saw a large number of global catastrophes and one 

of the worst hurricane seasons on record, the insurance and reinsur-

ance markets as a whole incurred multi-billion Euros in damages. 

Our operating entities most affected by the natural catastrophes in-

cluded Allianz Marine & Aviation, Allianz Global Risks Re, Allianz AG, 

Fireman’s Fund, SGD and Allianz Suisse. Total estimated claims 

from natural catastrophes, net of reinsurance, were € 1.1 billion 

in 2005, increasing our accident year 2) to 70.2 % (2004: 

69.0 %). These natural catastrophe losses were mitigated by posi-

tive net development on prior years’ loss reserves largely in the 

United Kingdom, Italy, Slovakia, and in our specialty lines, com-

prising 2.6 % of our total carried net loss reserves at January 1, 

2005; our calendar year loss ratio decreased to 67.1 % (67.7 %). 

However, our net loss reserve position remains sound. Moreover, 

our ratio of loss reserves expressed as a percentage of net premi-

ums earned has increased from 119.2 % to 130.7 % over the prior 

year.  In the United States, the planned external review of the 

asbestos & environmental (or “A&E”) liability reserves at Fireman’s 

Fund had no net impact at the Allianz Group level as a result of 

already sufficient reserves, absent a USD 65 million loss caused 

by the increase in provisions for uncollectible reinsurance recov-

erables and unallocated loss adjustment expenses.

Our 3)  remained stable at 25.2 % (2004: 25.2 %), al-

though our administrative expenses declined by € 55 million. 

 rose slightly by 4.6% 

to € 10,840 million, due to increased expenses for service agree-

ments from the consolidation of a non-insurance entity acquired in 

the latter part of 3Q 2004, which are not included in the calcula-

tion of our expense ratio.  

 remained relatively unchanged 

at € 3,901 million. 

decreased significantly to € 488 million due to a reclassification 

of interest expenses attributable to investments financed by bor-

rowed funds, which is now classified in 

.

 increased by 2.4% to € 3,549 million, driven by our 

robust operating profitability, despite a decline in non-operating 

results of more than € 600 million.

 were relatively 

unchanged, as our strong operating profitability allowed us to 

reduce the realization of net capital gains by € 538 million, while 

net impairments were € 519 million lower due to strong capital 

markets and the absence of a large real estate impairment re-

corded in 2004.

 declined to a loss of € 426 million, driven 

by negative changes in fair values of € 220 million from certain 

derivatives in connection with our “All-in-One” capital market 

transactions. However, economically, these negative fair value 

changes were offset by the increased market prices of shares of 

DAX companies we own, although the development of these avail-

able-for-sale securities is reflected in unrealized gains and losses 

within shareholders’ equity, and not net income. Additionally, 

the effects of embedded derivatives from an equity-linked loan, 

which was issued in connection with the Allianz-RAS merger, 

contributed € 243 million to the significant decline in our net 

trading income.

 was € 432 million lower 

than in 2004, due primarily to our French operating entity, AGF 

Holding, receiving in 2004 a one-off dividend from our life/health 

operating entity, AGF Vie. The intra-group dividends and profit 

transfer were eliminated at the Allianz Group level.

 decreased slightly by 3.4 % re-

sulting primarily from the maturation of two bond issues during 

1Q and 3Q 2005.

Conversely,  of € 67 million were incurred 

during 2005, of which € 52 million are attributable to the AGF 

Group as a result of an early retirement program.

 declined by € 163 

million due to the sale of real estate used for own use in the 

prior year by SGD. Net income was positively impacted by the 

elimination of goodwill amortization brought about by a change 

in accounting under IFRS (2004: € 381 million).

 decreased by 25.9 % to € 1,126 million, leading to 

an effective tax rate of 19.4 % (2004: 24.3 %), largely driven by 

the discontinuation of non-tax deductible goodwill amortization.

 decreased by 13.4 % to € 997 mil-

lion, primarily as a result of reduced earnings at our French op-

erating entities. 

The following table sets forth our Property-Casualty insurance 

segment’s income statement and key operating ratios for the years 

ended December 31, 2005, 2004 and 2003.
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The following table sets forth our property-casualty gross premi-

ums written, combined ratio, loss ratio, expense ratio, as well 

as earnings after taxes and before minority interests in earnings, 

which we refer to herein as “earnings after taxes and before mi-

nority interests”, by geographic region. Applicable only for 2004 

and 2003, earnings after taxes and before minority interests 

excludes amortization of goodwill. Consistent with our general 

practice, gross premiums written, combined ratio, loss ratio, ex-

pense ratio as well as earnings after taxes and before minority 

interests by geographic region are presented before consolidation 

adjustments representing the elimination of transactions between 

Allianz Group companies in different geographic regions and dif-

ferent segments. 







Within our most important market, we market our “Allianz” 

brand through various operating entities combined under SGD. 

SGD is the market leader in Germany based on gross written 

premiums in 20052), accounting for € 10.0 billion, or 21 %, of 

our gross premiums written. SGD offers a wide variety of insur-

ance products, of which our main lines of business include motor 

- liability and own damage - general liability, homeowner and 

accident. SGD distributes our products mainly through a network 

of full-time tied agents. However, distribution through Dresdner 

Bank branches and the Internet is increasing in relative impor-

tance. With Germany being a rather mature market with a high 

degree of competition, one of the key challenges is successfully 

managing the trade-off between achieving growth while main-

taining profitability. Please refer to “Reorganization of German 

Insurance Operations” for a description of initiatives we have un-

dertaken to further strengthen our position in the German market 

going forward.

In France, we are represented through our “AGF” brand. AGF 

IART comprised 11% of our gross premiums written in 2005, 

with a volume of € 5.1 billion. AGF IART offers a broad range 

of products for both individuals and corporate customers includ-

ing property, injury and liability insurance. AGF IART distributes 

primarily through a network of general agents, brokers and other 

direct sales channels. AGF IART is ranked third in France, based 

on gross premiums written in 20043). Operating in a market which 

has seen only limited growth in recent years, AGF IART has fo-

cused intensively on maintaining operating profitability while si-

multaneously implementing selective growth initiatives. 

We operate in the Italian market through our “RAS” and “Lloyd 

Adriatico” brands. The Italian non-motor market, which has a 

lower penetration rate for insurance products in comparison to 

other European markets, provides us with great growth potential. 

With a combined € 5.4 billion in gross premiums written, RAS and 

Lloyd Adriatico contributed more than 11% to our gross premiums 

written. RAS operates in most major personal and commercial 

property and casualty lines in Italy, while Lloyd Adriatico under-

writes mainly personal lines. RAS’s most important business line 

is motor, which contributes heavily to its results of operations. 

Other important business lines include fire, general liability and 

personal accident. Among other channels, distribution through 

direct telephone and the Internet exhibit signs of healthy growth 

and profitability. On a combined basis, RAS and Lloyd Adriatico 

continued to rank third in Italy based on gross written premiums 

in 20044). Although operating in a highly competitive market, our 

Italian operating entities have recorded strong operating profits 

and combined ratios below the average of our property-casualty 

segment.

We serve the U.K. market primarily through our subsidiary Allianz 

Cornhill plc, which generated gross premiums written of € 2.5 

billion, or 5 %, of our gross written premiums. Allianz Cornhill 

offers a broad range of property-casualty products, including a 

number of specialty products, which we offer through our per-

sonal, commercial and specialty lines. Allianz Cornhill distributes 

our products through a range of distribution channels, includ-

ing affinity groups. Operating in a highly competitive market, 

Allianz Cornhill has concentrated on active cycle management 

as a measure to maintain its operating profitability, even if, at 

times, it requires forgoing business volume. Allianz Cornhill ranks 

seventh in the United Kingdom based on gross premiums written 

in 20035).

In the Swiss market we are represented by Allianz Suisse and 

ART. Jointly, these two operating entities generated premiums of 

€ 2.0 billion in 2005. While Allianz Suisse operates in the general 

property-casualty market, ART offers conventional reinsurance as 

well as a variety of alternative risk transfer products. The most 

important line of business for Allianz Suisse is motor, comprising 

approximately 40 % of its gross premiums written. Allianz Suisse 



ranks fourth in Switzerland based on gross premiums written in 

20046). Though operating in a very competitive market, Allianz 

Suisse has recently been able to increase gross premiums written 

in motor primarily through a rise in the number of contracts sold 

and, to a lesser degree, higher pricing.

We serve the Spanish market through our operating entities 

Allianz Compañía de Séguros and Fénix Directo, which are united 

under the name “Allianz Spain”, with gross premiums written of 

€ 1.9 billion. Allianz Spain offers a wide variety of personal and 

commercial property-casualty insurance products, with an empha-

sis on motor business, comprising approximately two-thirds of our 

gross premiums written in Spain. In 2005, Allianz Spain continued 

to hold its second place rank in the Spanish market, based on gross 

premiums written in 20047). Market conditions have been charac-

terized, however, by intense price competition in motor business, 

including decreasing average premiums.

We have very strong positions in key property-casualty markets in 

Central and Eastern Europe, one of the fastest growing insurance 

markets in the world. Based on gross premiums written in 2004, 

we are one of the five leading insurers in the following markets: 

Hungary, Czech Republic, Slovakia, Poland, Bulgaria, Romania 

and Croatia8). We also market property-casualty insurance in Rus-

sia. In the Central and Eastern European region, we recorded pre-

miums of € 1.8 billion, a growth rate of 11.2 % over 2004. Motor 

business and increasingly other personal lines products continue 

to be the main drivers for profitable growth.

Our operations in the United States are organized under the um-

brella of Allianz of America, Inc. (or “Allianz of America”), which 

contributed approximately 11 %, or € 5.0 billion, of our gross pre-

miums written. Allianz of America comprises a group of operat-

ing entities underwriting a wide, but focused, variety of lines 

of business. Through Fireman’s Fund, we underwrite personal, 

commercial and specialty lines. Fireman’s Fund has increasingly 

implemented a focused business strategy, targeting a segment of 

the market that addresses the needs of high net worth customers. 

Through Allianz Global Risks US Insurance Company, we operate 

in the international industrial insurance market.

In Asia-Pacific, the large majority of our operations are conducted 

through Allianz Australia, which contributed € 1.5 billion, or 3 %,

of our gross premiums written. Allianz Australia serves the mar-

kets of Australia, New Zealand and Papua New Guinea and its 

insurance operations include a variety of products and services.

Allianz Australia has strong positions in the workers compensation 

market and in rehabilitation and occupational health, safety and 

environment services, as well as operates in certain niche markets, 

including premium financing and pleasure craft insurance. Allianz 

Australia markets our products through brokers, the major distri-

bution channel for commercial business in Australia, as well as 

non-tied agents, including automobile dealers, accountants, banks 

and directly to customers. Allianz Australia is driving further its 

successful market segmentation technique, which includes diver-

sifying its portfolio outside of the traditionally cyclical areas. We 

also maintain operations in Malaysia, Indonesia, as well as other 

Asia-Pacific countries, including China, Thailand and India.

We offer a variety of specialty lines of business, namely credit/

trade insurance, marine, aviation and industrial transport insur-

ance, international industrial risks reinsurance, as well as travel 

insurance and assistance service. In contrast to our other insurance 

businesses, we offer these services on a worldwide basis. Through 

Euler Hermes, the largest credit insurer in the world based upon 

gross premiums written in 20049), we underwrite credit insur-

ance in major markets around the world. In 2005, Euler Hermes 

contributed € 1.7 billion to our gross premiums written. Allianz 

Global Risks Re acts as our industrial reinsurance clearing house, 

assuming industrial insurance from Allianz Group operating enti-

ties and centralizing the placement of outgoing reinsurance with 

third-party carriers in the reinsurance market. Allianz Global Risks 

Re achieved gross premiums written of € 1.3 billion in 2005. Our 

marine, aviation and industrial transport business in Germany, 

France and the United Kingdom is bundled under our Allianz 

Marine & Aviation operating entity, which recorded gross premi-

ums written of € 1.1 billion in 2005. Through Mondial Assistance 

Group, we are among the world’s largest providers of travel insur-

ance and assistance services based on gross premiums written in 

2005 of €1.0 billion. 
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Our statutory premiums rose by 6.5 % to € 48.1 billion, with par-

ticularly strong growth in our key European markets resulting 

from our solid market positions, our ability to reach our customers 

through a variety of distribution channels and increasing demand 

for retirement products. Based on internal growth, our statutory 

premiums increased by 6.0 %. The strongest growth rates were 

achieved within Germany Life at 11.8 % (€ 1,293 million), France 

at 12.0 % (€ 567 million), Italy at 6.6 % (€ 575 million) and the 

Asia-Pacific region at 29.7 % (€ 758 million). In Switzerland, statu-

tory premiums remained relatively unchanged at € 1,058 million. 

Likewise, in the United States, statutory premiums remained 

strong at € 11,115 million. Conversely, in Spain, statutory premi-

ums at Allianz Seguros declined by 19.1 % to € 547 million primar-

ily due to a large pension contract we acquired in 1Q 2004. 

Through Allianz Leben, Germany Life’s 11.8 % growth reflected 

the success it had achieved in the context of last year’s German 

“Retirement Revenue Act” (“Alterseinkünftegesetz”), resulting in 

a considerable increase in recurring premiums which began in 

4Q 2004 and continued over the course of 2005. Additionally, 

and equally as important, growth from single premium products, 

namely our corporate pension solutions business and short-term 

renewals, were contributing factors to the underlying growth at 

Allianz Leben. 

In France, at AGF Vie, the increase was driven by strong sales 

of unit-linked products through our well-performing partnership 

and broker as well as our agent channels. Additionally, the ac-

quisition of AVIP and Martin Maurel Vie on December 31, 2004 

from Dresdner Bank was a contributing factor to France’s growth 

in 2005. 

Our Italian operating entities, RAS and Lloyd Adriatico, expe-

rienced considerable growth of 6.6 % from the sale of unit-linked 

and index-linked products through all distribution channels, par-

ticularly through representative agencies and financial planners. 

In addition, statutory premiums from the RAS’s bancassurance 

channel grew, reflecting increased sales at CreditRas Vita. Within 

Italy, 69 % of our total statutory premiums were comprised of 

investment oriented products in 2005 (2004: 65 %). 

Our Asia-Pacific business excelled by 29.7 % to € 3,309 million, 

mainly in South Korea and Taiwan, thus highlighting the strategic 

importance of this region. The growth at Allianz Life Insurance 

Korea Co. Ltd., Seoul (or “Alliance Life Korea”) was the result of 

strong sales of variable life products, a product line which had 

been launched in 2004. 

 In the United States, at Allianz Life of North America (or 

“Allianz Life”) we experienced a 4.6 % increase in statutory pre-

miums related to core business lines, led by strong fixed annuity 

sales. The overall 1.1 % decline in statutory premiums, however, 

was due to a novation (sale) of a non-core block of reinsurance 

business in 2005.

Our  increased significantly by 13.0 % to € 1,603 

million, surpassing our target of € 1.5 billion for 2005. The stron-

gest improvements occurred at our German and Italian operations, 

specifically Allianz Leben (€ 75 million), Allianz Private Kranken-

versicherung (€ 33 million) and RAS (€ 39 million). Improved 

margins on new business brought about by enhanced risk man-

agement providing a better basis for pricing and the increased 

business volume from the strong growth rates in recent years, 

were important factors in this development.

 developed favorably with an 

increase of 4.3 % to € 11,826 million, despite lower interest rates 

in the Euro zone. Main contributors were Allianz Life (€ 334 mil-

lion) and Allianz Leben (€ 84 million), driven predominantly by 

an increased investment base resulting primarily from significant 

inflows of funds from new business underwritten. Higher divi-

dend yields on equity investments also had a beneficial impact. 

 remained relatively 

unchanged at € 478 million.

 increased by 4.9 % to € 25,023 million.  

This increase was largely attributable to additional aggregate pol-

icy reserves mirroring the development in net premiums earned 

and an overall increase in expenses for premium refunds, attrib-

utable to policyholders, due to improved results of operations at 

Allianz Leben. This effect overcompensated for a slight reduction 

in the policyholder participation rate, which itself had a positive 

effect on operating profit. 

 decreased by 

2.9 % to € 3,921 million, despite a € 95 million increase at Allianz 

Life resulting from increased wages and fees. Major drivers of this 

decline included reduced acquisition costs compared to the 2004 

level which was impacted by the German Retirement Revenue 

Act in 4Q 2004 and the regular unlocking of assumptions within 

our deferred policy acquisition cost assets in 2005. As a result of 

02003 2005

+ 13.0 %

+ 12.1 %

1,603

1,265

2004

1,418

400

800

1,200

1,600

2,000



the strong growth of our statutory premiums and the decline in 

net acquisition costs and administrative expenses, our 

 declined by 1.0 percentage point to 8.1 %.

, which is almost exclusively attributable to 

policyholders, decreased significantly to a loss of € 326 million, 

primarily from changes in fair values from freestanding derivatives 

at Allianz Leben, as well as embedded and freestanding deriva-

tives at Allianz Life in connection with equity-indexed annuities 

it sold. 

Driven by strong operating profitability and increased net capital 

gains  grew significantly by 55.6 % to € 1,349 million.

 attributable to 

shareholders increased to € 608 million. This was primarily the 

result of favorable capital markets conditions, which we sought 

to leverage to yield increased realizations, with our sale of Gecina 

S.A. (France) in 1Q 2005 as the most significant. At the same 

time, net impairments remained low at € 63 million.

Net income was also positively affected by the elimination of 

the amortization of goodwill resulting from a change in accounting 

under IFRS (2004: € 159 million).  of € 19 mil-

lion resulted from an early retirement program at AGF Group.

Our  remained stable at € 463 million. However, 

our effective tax rate declined considerably to 20.1 % from 27.3 %, 

largely due to tax-exempt income at various operating entities, 

including tax-exempt income from securities at Allianz Leben, 

a beneficial tax settlement at Allianz Life, the discontinuation 

of non-tax deductible goodwill amortization, as well as from the 

write-down of deferred tax assets at Allianz Life Korea in 2004.

 increased to € 462 million, primarily 

due to improved earnings at our Italian and French Life entities.

The following table sets forth our Life/Health insurance segment’s 

income statement and key operating ratio for the years ended 

December 31, 2005, 2004 and 2003.
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The following table sets forth our life/health statutory premiums, 

gross premiums written, statutory expense ratio, as well as earn-

ings after taxes and before minority interests in earnings, which 

we refer to herein as “earnings after taxes and before minority 

interests”, by geographic region. Applicable only for 2004 and 

2003, earnings after taxes and before minority interests excludes 

amortization of goodwill. Consistent with our general practice, 

statutory premiums, gross premiums written, statutory expense 

ratio as well as earnings after taxes and before minority interests 

by geographic region are presented before consolidation adjust-

ments representing the elimination of transactions between Allianz 

Group companies in different geographic regions and different 

segments.







In Germany, Allianz Leben is the market leader for life insurance 

based on statutory premiums in 20052). Besides Allianz Leben, 

we operate through a variety of smaller operating entities in the 

German market. Together, our German life operating entities 

contributed € 12.2 billion, or 25 %, of our statutory premiums. 

We are active both in the private and commercial markets and 

offer a comprehensive range of life insurance and life insurance-

related products on both an individual and group basis. The main 

classes of coverage offered include endowment, annuity and term 

insurance, which are provided as riders to other policies and on 

a stand-alone basis. Our private lines have enjoyed favorable de-

velopment, especially though retirement savings products, also 

driven by recent changes in legislation. In particular, the Ger-

man “Retirement Revenue Act” (“Alterseinkünftegesetz”) led to 

a strong increase of recurring premiums in 2005. In our commer-

cial lines, we are offering group life insurance and are providing 

companies with services and solutions in connection with pension 

schemes and defined contribution plans.    

Through Allianz Private Krankenversicherungs-AG (or “Allianz 

Private Health”), we are the third-largest private health insurer 

in Germany based on statutory premiums in 20042) with more 

than 2 million customers. In 2005, Allianz Private Health con-

tributed € 3.0 billion, or 6 %, of our statutory premiums. Allianz 

Private Health provides a wide range of health insurance products, 

including full private healthcare coverage for the self-employed, 

supplementary insurance for individuals insured under statutory 

health insurance plans, supplementary care insurance as well as 

foreign travel medical insurance. 

In France, we operate through the companies of AGF. AGF is the 

eighth-largest life insurance provider in France based on statutory 

premiums in 20043) and experienced significant growth of 12.0 %

in 2005, also driven by the acquisition of AVIP and Martin Maurel 

Vie in 4Q 2004. AGF contributed € 5.3 billion, or 11 %, to our 

statutory premiums in 2005. AGF provides a broad line of life 

insurance and other financial products, including short-term in-

vestment and savings products. An important portion of AGF’s life 

statutory premiums is generated through the sale of unit-linked 

policies. Life statutory premiums growth was strong in January 

2006 and we expect this positive trend to continue in 2006.

Through RAS and Lloyd Adriatico, we maintain a strong posi-

tion in Italy, where the life market is increasingly focusing on 

investment-related products. RAS and Lloyd Adriatico contributed 

15 % and 4 % of our statutory premiums in 2005, respectively.  

Together, these two operating entities generated a statutory pre-

mium volume of € 9.3 billion in 2005. Products offered through 

these operating entities include individual life policies, primarily 

endowment policies, but also annuities and unit-linked products. 

Consistent with general trends in the Italian market, our business 

includes an increasing amount of unit-linked policies, where poli-

cyholders participate directly in the performance of policy-related 

investments. At December 31, 2005, two-thirds of our combined 

statutory premiums at RAS and Lloyd Adriatico comprise unit-

linked products. Jointly, and on the basis of statutory premiums 

in 2004, RAS and Lloyd Adriatico ranked second in Italy4). A large 

percentage of our contracts are marketed through our bancassur-

ance channel.

We conduct our life/health operations in Switzerland primarily 

through the Allianz Suisse Lebensversicherungs-Gesellschaft and 

Phénix Vie. Together, these operating entities contributed € 1.1 

billion, or 2 %, to our statutory premiums in 2005 and, in aggre-

gate, represent the sixth largest life insurance provider in Swit-

zerland based on statutory premiums in 20045) . Through these 

operating entities, we market a wide range of individual and group 

life insurance products, including retirement, death and disability 

products. Despite a challenging political and regulatory environ-

ment, coupled with low interest rates, our Swiss operations have 

experienced a positive trend in their results of operation through 

cost and pricing discipline.



In the United States, we are represented by Allianz Life, which 

contributed € 11.1 billion, or 23 %, to our total statutory premiums 

in 2005 and is the market leader in equity-indexed annuities, with 

approximately one-third of the market share based on statutory 

premiums in 20056). Allianz Life holds a 12 % share of the overall 

fixed annuity market and also maintains a 3 % market share of 

the large variable annuity market based on statutory premiums in 

20056). Its smaller but growing lines of business include indivi-

dual life, long-term care, and health excess of loss insurance. We 

believe Allianz Life is well positioned for the expected growth in 

demand for retirement income & longevity protection.  

In Asia-Pacific, the majority of our operations are conducted through 

Allianz Life Korea and Hana Life, our bancassurance joint venture 

with Hana Financial Group, Seoul. Overall, our South Korean 

operations contributed € 1.8 billion, or 4 %, of our statutory pre-

miums in 2005. Allianz Life Korea is the fifth-largest life insurance 

company in South Korea based on statutory premiums in 20057).

Allianz Life Korea is faced with the challenge of identifying 

growth opportunities within a mature marketplace. Our South 

Korean operations market a wide range of life insurance products, 

including unit-linked products, variable life, individual whole life 

insurance polices, annuities and endowments. Due to the very 

low interest rate environment in South Korea since 2000, Allianz 

Life Korea has increasingly shifted its focus to variable life prod-

ucts. As a result, we have achieved a strong increase in statutory 

premiums and, more importantly, new business in 2005 has been 

more profitable than in recent years. Additionally, due to strict 

expense management, improved commission schemes and cut-

backs in agency costs, Allianz Life Korea posted strong results of 

operations in 2005.  

We are also represented in Taiwan by Allianz President Life  

Insurance, Taipeh (or “Allianz President Life”), which contributed 

€ 1.3 billion, or 3 %, of our statutory premiums in 2005. Allianz 

President Life markets term life, whole life and endowment pro-

ducts. In addition, Allianz President Life increasingly offers invest-

ment-linked products. We also maintain operations in Malaysia, 

Indonesia, as well as other Asia-Pacific countries, including China, 

Thailand and India.



resulted primarily from favorable developments within our client 

business, with an improvement in our capital markets and merg-

ers & acquisitions business more than offsetting the substantial 

decrease in net trading income, largely due to the difficult capital 

market conditions in April and May. In the second half of 2005, 

DrKW’s net trading income increased significantly, driven primar-

ily by strong client and customer business.

Net interest income re-

mained relatively stable at € 2,228 million. Excluding the nega-

tive effects from the reduction of our non-strategic IRU portfolio 

and from IAS 39, net interest income increased by 11.0 %, in 

particular driven by our structured finance business. At Septem-

ber 30, 2005, the IRU’s remaining risk assets amounted to € 1.4 

billion, of which the majority was sold in 4Q 2005, resulting in 

a further decrease of these risk assets to approximately one-third 

at December 31, 2005.

Net fee and commission income grew by 6.1 % to € 2,610 mil-

lion, principally driven by the securities business in our Personal 

Banking and Private & Business Banking divisions. At DrKW, client 

business also contributed to our increased net fee and commis-

sion income.

Net trading income declined by 25.6 % to € 1,116 million, 

largely due to the difficult capital market conditions in April and 

May, as well as the negative impacts from IAS 39. 

In summary, despite the revenue growth experienced by our 

strategic business, the faster than planned completion of the wind-

down of our non-strategic IRU, which was closed effective Sep-

tember 30, 2005, as well as the negative impacts from IAS 39 

of € 214 million, resulted in a decrease in operating revenues by 

4.4 % to € 5,954 million at Dresdner Bank.

The results of operations of our Banking segment are almost ex-

clusively represented by Dresdner Bank, accounting for 95.5 % of 

our total Banking segment’s operating revenues for the year ended 

December 31, 2005 (2004: 96.6 %, 2003: 93.2 %). Accordingly, 

the discussion of our Banking segment’s results of operations re-

lates solely to the operations of Dresdner Bank.

Operating revenues improved in our four op-

erating divisions (Personal Banking, Private & Business Banking, 

Corporate Banking and DrKW). In aggregate, operating revenues 

from our strategic business increased by 4.1 % to € 6,098 million, 

excluding the aggregate negative accounting effects from IAS 39 

of € 214 million (2004: income of € 7 million).

In our Personal Banking division, operating revenues increased 

by 2.0 % to € 1,883 million. Our Business Models 2 and 3, which 

comprise the sale of banking products through insurance agents, 

were successfully implemented with an improvement in revenues 

and growing client base. In 2005, we acquired approximately 

360,000 new bank clients through this sales channel, which was 

well above our target of 300,000.

Additionally, our Personal Banking division benefited from the 

improved securities business, specifically from closed-end funds, 

as did our Private & Business Banking division, which experienced 

an increase in operating revenues of 3.0 % to € 1,179 million.

While operating revenues in our Corporate Banking division 

increased slightly by 1.3 % to € 1,027 million, at DrKW, operating 

revenues rose by 2.8 % to € 2,102 million. The increase at DrKW 



Dresdner Bank’s  significantly improved by 33.2 %

to € 775 million. However, given lower operating revenues and an 

almost unchanged expense base, our 1) increased 

from 85.2 % to 88.9 %, substantially burdened by the negative 

impact from the application of the IAS 39 hedge accounting rules 

on derivative financial instruments. 

The increase in operating profit was driven by the positive de-

velopments within our , resulting in a net 

release of € 113 million (2004: net charge of € 337 million). While 

gross releases and recoveries decreased, the decline in gross 

new additions was even stronger. Gross releases and recoveries 

reached € 850 million (2004: € 1,061 million), stemming princi-

pally from exits from large debtors, mainly within our IRU. Gross 

new additions to allowances of € 737 million were significantly 

lower compared to € 1,398 million in 2004, predominantly due 

to the reductions in our non-strategic business within our IRU 

and the significantly improved risk profile of Dresdner Bank’s 

strategic loan portfolio. The net release in loan loss provisions, 

together with the reduction of our non-performing loan portfolio 

by approximately 58 %, led to a coverage ratio2)  at December 31, 

2005 of 56.8 % (2004: 60.4 %). Both personnel and non-person-

nel expenses remained stable at € 3,246 million (2004: € 3,247 

million) and € 2,046 million (2004: € 2,060 million) despite fo-

cused investments in certain growth areas, such as infrastructure 

established for our Business Models 2 and 3.

Our Personal Banking division experienced a strong improve-

ment in 2005. Operating revenues increased by 2.0 % to € 1,883 

million and operating profit was more than three times higher 

compared to 2004, reaching € 210 million. These positive devel-

opments reflect primarily strict cost control while loan loss provi-

sions reached normalized levels. Our cost-income ratio strength-

ened by 5.0 percentage points to 84.2 %.

Private & Business Banking and Corporate Banking also in-

creased operating revenues and further improved their operating 

profitability, with cost-income ratios decreasing by 6.5 and 2.3 

percentage points, respectively. These positive developments led 

to increases in operating profit by 35.4 % to € 440 million and by 

14.8 % to € 551 million, respectively.

Conversely, DrKW’s cost-income ratio rose to a disappointing 

91.7 % from 89.4 %, primarily reflecting decreased net trading 

income and increased expenses. Accordingly, operating profit de-

clined by 6.4 % to € 204 million.

These developments underline the need for a better re-align-

ment between our corporate banking and investment banking 

activities, a decision recently undertaken at Dresdner Bank; see 

“The Allianz Group – Banking Operations.”

 increased significantly to € 1,003 million, including a 

tax-exempt gain of € 343 million from the transfer of 5 % of Dresdner 

Bank’s 7.3 % shareholding in Munich Re to Allianz AG in 1Q 2005 

as part of the Allianz Group’s “All-in-One” capital market transac-

tions. In addition to the positive operating profit development, 

the growth in net income was attributable to our improved non-

operating results.

 of Dresdner 

Bank rose by € 547 million. This increase resulted principally 

from the aforementioned Munich Re transfer, the complete sale 

of our shareholding in Bilfinger Berger in 2Q 2005, as well as the 

sale of 7.35 % of our 28.48 % shareholding in Eurohypo AG to 

Commerzbank AG and of the majority of our real estate portfo-

lio in 4Q 2005, largely of which was subsequently leased back. 

Further, net impairments on investments decreased heavily, pri-

marily from improved capital market conditions. The sales of vari-

ous assets in 2005 was in line with Dresdner Bank’s focus on its 

core business. The sale of the remaining 21.13 % participation in 

Eurohypo AG to Commerzbank AG is subject to the fulfilment 

of customary conditions, in particular the approval by the Ger-

man and various European antitrust authorities and the German 

Federal Financial Supervisory Authority (Bundesanstalt für Finanz-

dienstleistungsaufsicht or “BaFin”).

The absence of significant  and the elimi-

nation of goodwill amortization (2004: charge of € 244 million) 

also benefited our net income. 

 in 2005 improved significantly to an expense of € 9 million 

(2004: expense of € 278 million), resulting from, among other 

factors, impairments on certain non-strategic assets in 2004. The 

increase in operating profit and non-operating results led to 

 of € 382 million in 2005, compared to a tax credit of 

€ 288 million in the previous year, including a one-off tax benefit. 

Accordingly, our effective tax rate was 25.6 % in 2005.
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The following table sets forth the income statements and key oper-

ating ratio for both our Banking segment as a whole and Dresdner 

Bank on a stand-alone basis for the years ended December 2005, 

2004 and 2003.

€ € € € € € 
€ € € 



The following table sets forth our banking operating revenues, 

cost-income ratio, as well as earnings after taxes and before mi-

nority interests in earnings, which we refer to herein as “earnings 

after taxes and before minority interests”, by division. Applicable 

only for 2004 and 2003, earnings after taxes and before minority 

interests by division excludes amortization of goodwill. Consistent 

with our general practice, operating revenues, cost-income ratio 

and earnings after taxes and before minority interests by division 

are presented before consolidation adjustments, representing the 

elimination of transactions between Allianz Group companies in 

different segments.

€ € 



The following table sets forth our banking operating revenues 

and earnings after taxes and before minority interests in earnings, 

which we refer to herein as “earnings after taxes and before mi-

nority interests”, by geographic region. Applicable only for 2004 

and 2003, earnings after taxes and before minority interests by 

geographic region excludes amortization of goodwill. Consistent 

with our general practice, operating revenues and earnings after 

taxes and before minority interests by geographic region are pre-

sented before consolidation adjustments, representing the elimina-

tion of transactions between Allianz Group companies in different 

geographic regions and different segments. 



The following graphs present the third-party assets managed by 

the Allianz Group by geographic region, investment category and 

investor class at December 31 for the years indicated.

The growth in third-party assets under management includes re-

cord net inflows of € 64 billion (2004: € 31 billion). Net inflows 

were particularly strong in our fixed income institutional business 

within the United States at PIMCO and within Germany at AGI 

Germany. Of the total increase in our third-party assets, market-re-

lated appreciation amounted to € 33 billion, primarily attributable 

to favorable equity capital markets and, to a lesser extent, bond 

capital markets. These achievements continue to strengthen our 

position as one of the world’s largest asset managers, based on 

total assets under management. A major success factor has been 

our competitive performance, as the overwhelming majority of 

the third-party assets we manage outperformed their respective 

benchmarks in 2005. Further, positive effects of € 66 billion from 

exchange rate movements were incurred, resulting primarily from 

the strengthening of the U.S. dollar compared to the Euro.

Overall, third-party assets accounted for approximately 59 %

and 55 % of total assets under management of the Allianz Group 

at December 31, 2005 and 2004, respectively. We operate our 

third-party asset management business primarily through AGI. At 

December 31, 2005, AGI managed approximately 95.2 % (Decem-

ber 31, 2004: 94.0 %) of our third-party assets. The remaining 

assets are managed by Dresdner Bank (approximately 2.3 % and 

3.2 % at December 31, 2005 and 2004, respectively) and other 

Allianz Group companies (approximately 2.5 % and 2.8 % at De-

cember 31, 2005 and 2004, respectively).
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Our major achievements in 2005 included:

PIMCO, our entity specializing in fixed income investments, 

significantly increased third-party assets by 36.8 % to € 468 bil-

lion, with record high net inflows of € 60 billion, market-related 

appreciation of € 12 billion and a positive foreign currency ef-

fect of € 54 billion.

Our PIMCO Total Return Fund continued to be the largest 

actively-managed fixed income fund in the world, with assets 

under management of USD 90.6 billion at December 31, 2005.

In February 2005, we launched the then largest closed-end 

equity fund, raising USD 2.5 billion. This fund’s investment 

strategy combines the expertise of our equity managers NFJ 

Investment Group, Nicholas Applegate and PEA Capital.

Allianz Global Distributors continued to remain in the top 5 

market positions in the U.S. retail market based on net inflows. 

Our mutual funds product family captured first place in Lipper/ 

Barron’s Fund Family survey for 2005.
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Our major achievements in 2005 included:

Record high net inflows, primarily in our fixed income institu-

tional business at AGI Germany.

AGI ranked first and fourth among German asset management 

companies based on net inflows for 2005 and assets under man-

agement at December 31, 2005, respectively1).

Net inflows from mutual funds through both third-party dis-

tributors, as well as the Allianz Group’s tied agents network and 

Dresdner Bank’s branch offices, increased significantly to € 13.8 

billion (2004: € 2.3 billion), largely resulting from fixed income 

products. These numbers include net inflows from mutual funds 

at PIMCO Europe Ltd.

The dit-Euro Bond Total Return Funds were once again Germany’s 

best selling fixed income funds, based on net inflows of more 

than € 4.3 billion.

AGI further increased its market share in the institutional spe-

cial funds (or “Spezialfonds”) business to 14.7 % based on assets 

under management1).

Our Asset Management segment’s results of operations are almost 

exclusively represented by AGI, which accounted for 98.7 % and 

98.3 % of our total Asset Management segment’s operating revenues 

and net income, respectively, for the year ended December 31, 2005. 

Accordingly, the discussion of our Asset Management segment’s 

results of operations relates solely to the operations of AGI.

Our operating revenues increased by 17.3 % to € 2,698 million. 

Internal growth was comparable at 17.5 %. As previously noted, 

these positive developments reflect favorable business develop-

ments worldwide, namely resulting in significant increases of 

management and loading fees as well as performance fees. Man-

agement and loading fees, net of commission, and performance 

fees rose by 16.5 % to € 2,423 million and 117.0 % to € 122 mil-

lion, respectively. Overall, fees, net of commission, improved by 

19.2 % to € 2,597 million, whereas other income remained rela-

tively stable.

 increased significantly by 32.1 % to € 1,124 mil-

lion, primarily resulting from the aforementioned growth in our 

. Operating profit development was particularly 

strong in the United States and Germany. Due in large part to 

strict cost management, the increase of our operating expenses 

was proportionally smaller compared to that of our operating rev-

enues. As a result, our  improved considerably 

to 58.3 % (2004: 63.0 %). The 8.6 % rise in operating expenses to 

€ 1,574 million was due largely to increased performance-related 

compensation in the United States and Germany as a result of our 

strong business developments.
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 reached € 233 million, a € 512 million improvement 

from prior year’s net loss of € 279 million. 

 declined by 5.1 % to € 713 million. Thereof, € 676 million 

was due to the deferred purchases of interests in PIMCO related 

to the Class B Plan, which increased by 34.9 %. The rise was com-

mensurate with the strong profit development at PIMCO in 2005 

and the increased number of vested units according to the vesting 

schedule of the purchase plan. The Class B Plan was agreed upon 

at the time this company was acquired. Of the total acquisition-

related expenses, a further € 12 million was incurred due to reten-

tion payments for the management and employees of PIMCO and 

Nicholas Applegate, and € 25 million resulted from amortization 

charges relating to capitalized loyalty bonuses for PIMCO manage-

ment. These expenses, in aggregate, decreased by € 213 million 

as they largely expired in 2005. Our net income also benefited 

from the elimination of goodwill amortization under IFRS, effec-

tive January 1, 2005 (2004: charge of € 380 million). 

amounted to € 130 million, resulting in an effective tax rate of 

31.2 %, compared to a tax credit of € 53 million in 2004. Taxes 

increased due predominantly to improved operating profitability, 

inclusive of higher taxable income in the United States, partially 

offset by a one-off deferred tax credit of € 37 million related to tax 

deductible goodwill amortization.

During 2005, a subsidiary of Allianz AG purchased a total of 

approximately USD 250 million of the remaining minority interest 

in Allianz Global Investors of America L.P. (or “AGI L.P.“), with 

payment therefore made in April 2005. Following this transaction, 

the remaining ownership interest that is held by AGI L.P.’s former 

parent company, Pacific Life, was reduced to approximately 2 %

at December 31, 2005 (December 31, 2004: 6 %). Further, and 

also during 2005, a subsidiary of Allianz AG called 5,427 Class B 

equity units from former and current members of the management 

of PIMCO under the Class B Plan. The total amount paid related 

to the call of the Class B equity units was € 71 million. Under the 

plan, participants acquired Class B equity units annually through 

2004 for a total of 150,000 units. Please see Note 43 to our con-

solidated financial statements for further information.

The following table sets forth the income statements and key operating 

ratio for both our Asset Management segment as a whole and AGI 

on a stand-alone basis for the years ended December 2005, 2004 

and 2003.

 %



In this context, approximately € 1.1 billion was placed out of autho-

rized capital without pre-emptive rights and a € 1.1 billion equity-

linked loan was executed with a variable redemption amount 

linked to the share price of Allianz AG, which can be settled, at 

the Allianz Group’s option, in cash or 10.7 million Allianz AG 

shares. The remaining amount was financed through internal funds.

On December 15 and 16, 2005, the Board of Management of 

Allianz AG and the Board of Directors of RAS accomplished the 

merger plan for the merger of RAS with and into Allianz AG. This 

merger plan was notarially certified on December 16, 2005. On 

February 3, 2006, the extraordinary shareholders’ meetings of 

holders of RAS ordinary shares and holders of RAS savings shares 

and on February 8, 2006, the extraordinary shareholders’ meeting 

of Allianz AG agreed to the merger plan. Against the resolution 

of the shareholders’ meeting of Allianz AG regarding the agree-

ments to the merger plan and the capital increase to implement 

the merger, contestation suits have been filed. The entry of the 

merger in the commercial register of Allianz AG may only take 

place once the competent court rejects the lawsuits, or if such 

lawsuits are withdrawn or if the competent court rules finally 

and conclusively that the lawsuits do not prevent the entry of the 

merger in the commercial register (so-called “Freigabeverfahren”). 

We are confident that we will achieve the entry of the merger in 

the course of such release ruling. As a further prerequisite for the 

effectiveness of the merger and the accompanying conversion of 

Allianz AG into an SE, a procedure for the employee involvement 

in decisions of the Allianz SE must be conducted. We expect the 

merger to become effective in September 2006 at the earliest.

The exchange ratio for the remaining RAS shares is 3 Allianz 

AG shares for 19 RAS ordinary shares or 19 RAS savings shares. 

To implement the merger, the remaining RAS shares will be ex-

changed for Allianz AG shares through an increase of Allianz AG’s 

issued capital by up to € 64.3 million, which was approved by 

the extraordinary shareholders’ meeting on February 8, 2006. 

The capital increase will be accomplished by the issuance of up 

to 25,123,259 new registered no-par value Allianz AG shares. 

Allianz AG expects the cost of the entire transaction, including 

the voluntary tender offer, to be approximately € 5.9 billion. How-

ever, this amount may vary, depending upon the market price of 

Allianz AG shares at the time of the share exchange.

On September 11, 2005, Allianz AG announced its intention to 

merge Riunione Adriatica di Sicurtà S.p.A. (or “RAS”, and taken 

together with its subsidiaries, the “RAS Group”) with and into 

Allianz AG. This merger is part of a comprehensive transaction, 

resulting in the full acquisition of RAS by Allianz AG. In connec-

tion with this transaction Allianz AG will convert into a European 

Company (Societas Europaea or “SE”) and subsequently adopt 

the corporate name Allianz SE1). As a preparatory step, Allianz 

AG placed a voluntary tender offer to purchase all RAS ordinary 

shares and RAS savings shares it did not already own. The offer 

period began on October 20 and the acceptance period closed on 

November 23, 2005. Through this voluntary tender offer, Allianz 

AG purchased 139,719,262 RAS ordinary shares at a price of € 19 

per share and 328,867 RAS savings shares at a price of € 55 per 

share. As another preparative step of the merger, RAS will, prior 

to the effectiveness of the merger, contribute its business with 

the exception of the participation in certain foreign subsidiaries 

to a newly incorporated (in October 2005), wholly-owned Ital-

ian subsidiary that, subsequently to the merger, will continue the 

corporate name “RAS S.p.A.”.

By fully integrating RAS, Allianz AG expects to increase profit-

ability and customer service and to take a significant step forward 

in reducing complexity of the entire Allianz Group. In 2005, the 

Allianz Group generated € 5.4 billion in gross premiums written 

and € 9.3 billion in statutory premiums from its Italian property-

casualty and life/health insurance operations, respectively. Ad-

ditionally, Italy is the Allianz Group’s second most important 

European insurance market after Germany. The Allianz Group is 

represented in Italy by RAS and Lloyd Adriatico. Taken together, 

RAS and Lloyd Adriatico are the third-largest property-casualty 

and second-largest life insurer in the Italian market, based on gross 

premiums written and statutory premiums, respectively, in 20042).

Following completion of the tender offer and further purchases 

of RAS shares outside the tender offer, the Allianz Group increased 

its ownership to 76.3 % of the total ordinary and savings shares of 

RAS at December 31, 2005 from 55.4 % at December 31, 2004. 

The total cost to the Allianz Group of the tender offer and the ad-

ditional purchases of RAS shares outside the tender offer, including 

transaction-related costs, amounted to approximately € 2.7 billion. 

Thereof, € 2.2 billion, in aggregate, was secured in 3Q 2005 from 

equity-based financing and the issuance of an equity-linked loan. 



Effective January 1, 2006, the previous regional structure of 

the property-casualty operations in Germany as well as of the 

branch offices of Allianz Lebensversicherungs-AG and Allianz 

Private Krankenversicherungs-AG has been replaced by the estab-

lishment of four sales and service regions, which include the “north-

west” (Schleswig-Holstein, Hamburg, Bremen, Lower Saxony, 

North Rhine-Westphalia), the “northeast” (Mecklenburg-Western 

Pommerania, Brandenburg, Berlin, Saxony-Anhalt, Saxony, 

Thuringia), the “southwest” (Hesse, Rhineland-Palatine, Baden-

Wuerttemberg, Saarland) and the “southeast” (Bavaria). 

As part of our repositioning plan, in September 2005, we an-

nounced our decision to reorganize our major German operating 

entities which are active in our insurance operations. The new 

structure is designed to further develop our leading position in the 

German insurance market by a joint presence, thus allowing us to 

provide an enhanced customer orientation and improved service, 

while at the same time cutting costs in the long-term through 

reduced complexity. 

In Germany, and through the end of 2005, our property-

casualty and our life/health insurance operations were essentially 

conducted through five different corporations, each with its own 

sales organization. This structure had grown historically and had 

become complex. Consequently, and effective November 2005, 

the German insurance operations have been consolidated under 

a new holding company, Allianz Deutschland AG. This new hold-

ing company is a wholly-owned subsidiary of Allianz AG, the 

future Allianz SE. Allianz Versicherungs-AG (property-casualty 

insurance), Allianz Lebensversicherungs-AG (life insurance) and 

Allianz Private Krankenversicherungs-AG (health insurance) are 

subsidiaries of Allianz Deutschland AG since November 2005. In 

connection with this reorganization, on January 30, 2006, and 

effective October 1, 2005, two property-casualty subsidiaries, 

Frankfurter Versicherungs-AG and Bayerische Versicherungsbank 

AG, were merged into Allianz Versicherungs-AG. Prior to this, 

Allianz Versicherungs-AG had increased its interest in Bayerische 

Versicherungsbank AG in November 2005 from 90 % to 100 %. 

In addition, the sales activities of the said German property-casu-

alty and life/health insurance companies are to be consolidated 

into a separate sales company as the fourth subsidiary of Allianz 

Deutschland AG. 



lines, in particular with respect to natural disasters, market and 

credit risks. This structure ensures that we control our local and 

global risks equally and are not exposed to the danger of overall 

risk increasing unnoticed.

Within our risk governance policy, local units assume indepen-

dent responsibility for their own risk control, as ultimately, it is they 

who have to respond quickly to risk changes in a market-oriented 

manner. At the same time, this independent responsibility enables 

operating units to meet the applicable legal requirements at their 

respective locations. In 2005, local risk monitoring was further 

accelerated. Our large operating entities have established local 

risk committees and risk control units managed by the Chief Risk 

Officer of the respective business unit and monitor local risks.

Investment risk management is implemented jointly with lo-

cal units as part of a structured investment process. The Allianz 

Group Finance Committee, which is comprised of the members 

of the Board of Management of Allianz AG, delegates broad deci-

sion-making authority to the regional Finance Committees, which 

monitor the activities in their respective regions or countries. 

These regional Finance Committees compile local investment 

guidelines for their particular locations. Operational responsibil-

ity for investment portfolios lies within the local units.

Insurance, banking and asset management are all heavily in-

fluenced by legal factors; legislative changes in particular have a 

primary influence on our activities. Legal risks also include major 

litigation and disputes, regulatory proceedings, and contractual 

clauses that are unclear or construed differently by the courts. 

Limitation of such legal risks is a major task of our Legal Depart-

ment, carried out with support from other departments. The ob-

jective is to ensure laws are observed, to react appropriately to all 

In our business, successful risk management means controlling 

risks in order to protect the financial strength of the Allianz Group 

and increase its value on a sustainable basis. Therefore, the Board 

of Management of Allianz AG formulates the business objectives 

and allocates the capital resources of the Allianz Group according 

to return on investment and risk criteria.

The Group Risk Committee monitors the capitalization and risk 

profile of the Allianz Group to ensure a reasonable ratio between 

these two criteria. Its role is to ensure comprehensive risk aware-

ness within the Allianz Group and to further improve risk control. 

It also provides timely information to the Board of Management 

of Allianz AG about risk relevant developments, sets risk limits, 

and is responsible for recommending and coordinating risk-con-

tainment measures. In 2005, we established a Group Insurance 

Risk Committee to support the Group Risk Committee in matters 

concerning property-casualty insurance. This committee is respon-

sible for updating our underwriting guidelines and monitoring the 

development of our property-casualty insurance portfolio.

Group Risk Control, which reports to the Chief Financial Of-

ficer, develops methods and processes for risk assessment and con-

trol on an Allianz Group-wide basis. An important instrument to 

assess the Allianz Group’s risk profile is our internal risk capital 

model. In 2005, we also introduced a system for systematic quali-

tative risk evaluation. On this basis, it forms an overview of local 

and global risks, derives the risk situation of the Allianz Group, 

and regularly informs management about the current situation. 

In addition, Group Risk Control ensures that the risk governance 

principles of the Allianz Group are fully adhered to and further de-

velops these principles. Group Risk Control is also responsible for 

the centralized monitoring of accumulation risk over all business 



impending legislative changes or new court rulings, attend to legal 

disputes and litigation, and provide legally appropriate solutions 

for transactions and business processes. 

The Trend Assessment Committee is responsible for the early 

recognition of new risks. Their role is to study and evaluate 

changes that may have a significant impact on the Allianz Group’s 

risk situation. In 2005, we established a panel of experts con-

sisting of representatives from our insurance, banking and asset 

management segments, which is examining the possible effects of 

climate change on our business. Its task is to develop risk manage-

ment strategies and identify potential opportunities resulting from 

climate change. We also belong to the Emerging Risk Initiative of 

the CRO Forum’s task force, which examines methods to identify, 

analyze and manage potential risks. The task force is comprised of 

representatives from ten international insurance and reinsurance 

companies.

The principle of independent risk oversight is well-established 

within the Allianz Group. There is a clear distinction between 

risk assumption (i.e. the responsibility for the business including 

associated risk management) and independent risk monitoring. 

The latter also analyzes alternative courses of action and pro-

poses recommendations to the Risk Committee and the Board of 

Directors or Board of Management of the local operating entity or 

Allianz AG, respectively.

The Group Risk Policy establishes the minimum requirements that 

are binding for all operating units. Specific minimum risk stan-

dards for our insurance, banking and asset management segments 

translate these requirements into action. In 2005, we supple-

mented our risk guidelines with standards for addressing natural 

disaster risks. Such standards are implemented by the operating 

entities worldwide and are monitored on a regular basis by Group 

Risk Control through a structured process.

We manage our business activities through our respective local 

entities. The most important parameters used in our risk-oriented 

controlling process are Economic Value Added (or “EVA”®) and 

risk capital. Risk capital is used to hedge against unexpected eco-

nomic losses. In 2005, we used our internal risk capital model 

as input for the value-oriented management framework of our 

insurance companies and Dresdner Bank. For asset management, 

we used a model based on a concept developed by the Standard 

& Poor’s rating agency.

Our internal risk capital model evaluates quantifiable risks 

within a set timeframe and calculates a potential loss. This model 

allows us to systematically evaluate internal data using methods 

based on the theory of probability. This process takes into account 

the special characteristics of our operating entities as well as the 

specific nature of their risks. The model is based on the value-at-

risk approach. Value-at-risk estimates the maximum loss which 

cannot be exceeded with a certain probability at a specified confi-

dence level within a set holding period. The capital we allocate to 

our operating entities in accordance with our internal risk capital 

model meets the requirements for the one-year target shortfall of 

an “A” rating from Standard & Poor’s. Diversification effects from 

balancing portfolio risks result in a capitalization of the Allianz 

Group equivalent to an “AA” rating from Standard & Poor’s. Risk 

balancing effects result from the fact that not all potential losses 

are realized at the same time. With the internal risk capital model, 

we are able to evaluate risks more precisely and optimize alloca-

tion of capital within the Allianz Group.

Our risk capital model quantifies the following risk categories:

  Possible losses caused by changes in interest rates, 

exchange rates, share prices and other relevant market prices 

(such as raw materials);

  Possible losses caused by the inability to pay or a 

downgrade in the credit rating of debtors or counterparties;

  Unexpected financial losses from the sale of 

insurance protection; and

  Cost and lapse risks, as well as operational risks, 

i.e. risks associated with external events or arising from insuf-

ficient or failing internal processes, procedures and systems.



The risk capital after Group diversification effects and before 

minority interests amounted to € 37.5 billion at December 31, 

2005.

The risk profile of the Allianz Group is managed actively. Under 

the “3+One program”, we reduced risk capital from € 43.5 billion 

at December 31, 2002 to € 37.5 billion at December 31, 2005, 

thereby significantly strengthening the Allianz Group’s capitaliza-

tion.

There are certain risks that cannot be quantified in our risk capital 

model. For these risks, we pursue a systematic approach with 

regard to identification, analysis, assessment and monitoring. The 

assessment is based on qualitative criteria or using scenario analy-

ses. For example, these risks include:

   These are risks that the business is unable to 

meet its current or future payment obligations in full or on a 

timely basis. These risks also include risks that, in the event of 

a liquidity crisis, refinancing funds could only be obtained at 

higher market rates (refinancing risk) or assets could only be 

sold at lower market prices (market liquidity risk).

   Unexpected losses due to a loss of reputa-

tion of our subsidiaries or the Allianz Group. Reputational risks 

derive from Allianz Group actions, transactions or products. 

They may be caused by or result from losses in other risk cate-

gories.

  We monitor and manage credit risks with a limit 

system that is applicable for the entire Allianz Group. The limit 

system aggregates major risks of Allianz Group-wide significance 

from credit insurance, lending and our capital investments and 

serves as the basis for controlling the risk on an Allianz Group-

wide basis in detecting credit risks at an early stage. In 2005, 

this system assisted in identifying critical developments at an 

early stage and making adjustments accordingly. The number of 

counterparties monitored by the limit system was significantly 

increased in 2005, and we also reinforced the automation of our 

internal reporting on credit risk and improved our procedures (for 

example, in relation to reducing risks in a crisis situation).

43.5

35.5 34.3
37.5

50

40

30

20

10

020032002 20052004

Group
diversified

Locally
diversified

46.9

37.5

50

40

30

20

10

0



In addition to risk capital analyses, we also carry out stress tests, 

which act as early-warning indicators to secure external capital re-

quirements. This affects capital requirements from the viewpoint 

of our supervisory authorities and rating agencies.

A 10 % price decline in our available-for-sale equity securities at 

December 31, 2005 would have resulted in a € 2.4 billion decline 

in shareholders’ equity. If the interest rate had increased by 100 

basis points, shareholders’ equity would have decreased by € 3.6 

billion, if we consider the available-for-sale fixed income securi-

ties at December 31, 2005. A 10 % devaluation of the U.S. dollar 

against the Euro at December 31, 2005 would have decreased 

shareholders’ equity by € 1.1 billion. These model calculations do 

not take into account derivatives.

We monitor market risks by means of sensitivity analyses and 

stress testing. As protection against exchange rate fluctuations, 

we back our insurance commitments, to a very large extent, with 

funds of the same currency. 

In certain insurance lines, there is a direct link between in-

vestments and obligations to our customers. For example, life 

insurance is subject to the guaranteed interest risk in that we 

must credit interest to our customers pursuant to the underly-

ing contracts. The close relationship between insurance obliga-

tions and investment of the capital related to these obligations is 

monitored by using specific models for asset-liability management 

which involves integrated management of investment and insur-

ance liabilities. We are continuously developing our asset-liabil-

ity management. In 2005, we revised our internal model for life 

insurance with the objective of creating an integrated system to 

assess our portfolio, calculate risk capital and conduct sensitivity 

analyses. Once completed, this model will provide significant sup-

port to the management of our life insurance business.

In individual cases, we use derivative financial instruments to 

hedge against price risks, credit risks and risks associated with 

interest rate changes. We include derivative risks within our 

investment and monitoring guidelines, which, in our insurance 

segments, are based on the stricter regulations imposed by super-

visory authorities for banks.

We limit liquidity risk by continually reconciling the cash flow 

from our investment portfolio with our commitment to pay liabil-

ities. We employ actuarial methods for estimating our liabilities 

arising from insurance contracts. The quality of our investments 

also guarantees that we can also meet high liquidity requirements, 

for example, in the event of a natural disaster.

We limit our liability from insurance business by ceding part of the 

risks we assume to the international reinsurance market. When 

selecting our reinsurance partners, we consider only companies 

that offer excellent security. To control this credit risk, we compile 

Allianz Group-wide data on receivables from insurance losses. At 

December 31, 2005, approximately 78 % of the Allianz Group’s 

reinsurance recoverables are distributed over reinsurers with an 

investment grade rating. Additionally, more than 77 % were dis-

tributed over reinsurers who have been assigned at least an “A” 

rating by Standard & Poor’s. We may also require letters of credit, 

deposits, or other financial measures to further minimize our ex-

posure to credit risk. See Note 12 to our consolidated financial 

statements for further information.

We limit our fixed income investment credit risk by setting high 

requirements on the creditworthiness of our debtors and by 

spreading the risk. Through our central credit risk management, 

we consolidate our exposure according to debtors and across all 

investment categories and business segments, and monitor the 

exposure of the Allianz Group on a monthly basis. At December 

31, 2005, approximately 91 % of the fixed income investments of 

the insurance companies of the Allianz Group had an investment 

grade rating. More than 87 % were distributed over obligors that 

had been assigned at least an “A” rating by Standard & Poor’s. 
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   are controlled primarily with the assistance of 

actuarial models used to calculate premiums and monitor claim 

patterns. In addition, we issue guidelines for underwriting insur-

ance contracts and assuming insurance risks. Natural disasters 

such as earthquakes, storms and floods represent a special chal-

lenge for risk management. In order to manage such risks and 

better estimate the potential effects of natural disasters, we use 

special modelling techniques in which we combine data about our 

portfolio (e.g., the geographic distribution of insurance amounts), 

with simulated natural disaster scenarios in order to estimate the 

magnitude of potential damage. Where such models do not exist 

(e.g., flood risk in Germany), we utilize a scenario-based method-

ology.

2005 was characterized by a large number of violent hurri-

canes in the Atlantic Ocean. The three largest hurricanes, Katrina, 

Rita and Wilma, caused record losses to the insurance industry, 

in particular Hurricane Katrina with its disastrous impact on New 

Orleans. The total loss for the Allianz Group was lower than the 

total risk capital budget of our operating entities for natural disas-

ters, yet the disasters in 2005 and its results must be examined 

closely so that our simulation systems used to estimate the pos-

sible effects of natural disasters can be continually improved.

In 2005, for the first time, we aggregated risk peaks from natu-

ral disasters in our portfolio and reinsured such risks. By doing 

so, we implemented the conclusions suggested by our internal 

risk capital model. We also continued to develop a limit system 

arising from natural disaster and terrorism risks, which we plan 

to further improve in 2006.

  We control reserve risks by constantly monitoring 

the development of the provisions for insurance claims that have 

been submitted but not yet settled in all companies, and amend 

the provisions as necessary. For calculating insurance provisions 

in life insurance, the biometric assumptions, such as life expec-

tancy, disability and illness, play a major role. If available, we 

use assumptions approved by supervisory authorities and actuarial 

associations.

Actuarial risks in property-casualty insurance have led to fluc-

tuations of the loss ratio in our property-casualty segment over 

time, as shown below.

Our  are limited by a wide range of technical and 

organizational measures. We attempt to reduce any such risks by 

installing a comprehensive system of internal controls and security 

systems within each operational entity. In 2005, we introduced a 

self-assessment system to establish a uniform procedure to detect 

potential errors and identify internal control weaknesses. Each 

operating entity evaluates its key processes and existing controls 

at least once annually. Another instrument to identify weaknesses 

is through the systemic collection and recording of realized op-

erational losses. An analysis of the causes of such losses assists 

the operating entity in adopting appropriate measures in order to 

avoid or limit such losses in the future. The measures to prevent 

and limit such operational risks are varied, including developing 

emergency plans, designing appropriate insurance policies, revis-

ing processes and adopting additional controls and responsibility 

assignments.

We understand the in our life insurance business to mean 

the unexpected economic losses due to early cancellation of contracts 

by our customers. We assess this risk by calculating technical reserves 

using probability data based on historic rates of cancellation in our 

respective local markets.
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At December 31, 2005, the risk capital of our insurance com-

panies, based on local solvency requirements and before Allianz 

Group diversification and minority interests, was € 23.1 billion for 

property-casualty insurance (2004: € 21.9 billion) and € 9.5 billion 

for life/health insurance (2004: € 8.7 billion).

The market risks in our banking business are broken down into 

risks arising in our trading portfolio, banking book and equity 

holdings (i.e., shareholder risks).

In 1998, the German Federal Financial Supervisory Authority (or 

“BaFin”) approved Dresdner Bank’s value-at-risk model for purpo-

ses of reporting  in accordance 

with Principle I of the German Banking Act. The BaFin also ap-

proved the improvements made to this model in 2001, 2002 and 

2004. This value-at-risk model, which is used to evaluate capital 

adequacy for regulatory purposes, must take into account market 

fluctuations which can occur at a confidence level of 99 % and a 

10-day holding period. The value-at-risk model is supplemented 

by stress tests which estimate the potential loss under extreme 

market conditions.

For the purpose of setting internal limits and risk management, 

we calculate a value-at-risk with a confidence level of 95 % and a 

one-day holding period. Unlike the value-at-risk calculation required 

by the supervisory authority, which is based on historical market 

data, we thus assign greater weight to the most recent market fluc-

tuations. By doing so, we ensure that the current market trends are 

reflected in the value-at-risk calculation on a timely basis. 

Value-at-risk is only one of the instruments used to characterize 

and control the risk profile of Dresdner Bank. In addition, Dresdner 

Bank also uses operational risk indicators and limits, which are spe-

cifically adapted to the risk situation of the trading units. Trading is 

controlled by setting value-at-risk and operational market risk limits. 

Current limit utilization is determined and monitored by Group Risk 

Controlling on a daily basis. Limit breaches are immediately indi-

cated to management so that corrective action can be taken. 

Market risks within Dresdner Bank’s trading portfolio had a 

value-at-risk, with a 99 % confidence level and a 10-day holding 

period, of € 66 million at December 31, 2005, compared to € 50 

million at December 31, 2004.

   These risks 

mainly comprise the risk of interest changes and is analyzed on 

the basis of sensitivity and value-at-risk indicators. As in the case 

for Dresdner Bank’s trading portfolio, Dresdner Bank manages 

this risk by setting value-at-risk limits. At December 31, 2005, 

the value-at-risk, with a 99 % confidence level and 10-day hold-

ing period, for interest rate risks at Dresdner Bank amounted to 

€ 10.0 million, compared to € 8.6 million at December 31, 2004. 

Currency risks in the banking book of Dresdner Bank are lim-

ited by applying the principle that all loans and deposits in foreign 

currencies are refinanced or reinvested in the same currency with 

matching maturities. 

   These risks com-

prise unanticipated economic losses which can arise from providing 

equity capital to third parties. Following the reduction of substan-

tially all of the equity investments held by the Institutional Restruc-

turing Unit (or “IRU”), our risk exposure was significantly reduced 

compared to The IRU was closed on September 30, 2005.

Liquidity control and liquidity risk management are the respon-

sibility of Treasury and Risk Controlling within Dresdner Bank, 

which establish principles for liquidity management within the 

framework of the Allianz Group’s liquidity policy. This liquidity 

policy meets both regulatory requirements and Allianz Group stan-

dards. The liquidity risk limits set include a reporting process for 

limit breaches and provisions for emergency planning. Liquidity 

risk measurement is based on Dresdner Bank’s liquidity manage-

ment system. This system models the maturities of all cash flows 



and compiles a scenario-based liquidity balance sheet, taking into 

account available prime-rated securities. Limits on liquidity gaps 

are established to manage short-term liquidity risk.

Credit risks include credit and counterparty risks from loans and 

advances, country risks, counterparty risks from trading activities 

and issuer risks from our securities business.

The central element of approval, monitoring and control pro-

cess is the rating of our customers. In this process, the various 

creditworthiness characteristics of our customers are presented in 

the form of rating classes. To categorize the default probability of 

a borrower, a system with 16 different rating classes is used. The 

first six classes correspond to “investment grade”, classes VII to 

XIV signify “non-investment grade”. Rating classes XV and XVI are 

default classes according to the Basle II definition. The rating pro-

cedures utilized are assessed and improved on an ongoing basis. 

In 2005, Dresdner Bank further optimized this procedure in light 

of the Basle II requirements and aims at utilizing the Advanced 

Internal Ratings-Based (or “IRB”) Approach for the calculation of 

future regulatory capital requirements.

At December 31, 2005, approximately 87 % of overall limits 

in the trading and banking portfolios of Dresdner Bank were in-

cluded in rating classes I to VI, compared to 86 % at December 31, 

2004. Furthermore, approximately 13 % were included in rating 

classes VII to XVI (2004: 14 %). Dresdner Bank’s trading business 

represented 70 % of the overall limits and approximately 86 %

(2004: 91 %) of Dresdner Bank’s trading business involved primar-

ily transactions with counterparties from rating classes I to VI, i.e., 

with state and local agencies and financial services providers, at 

December 31, 2005.

   Of the total 

credit and counterparty risks from loans and advances of Dresdner 

Bank’s lending activities at December 31, 2005, 33 % was ac-

counted for by the Personal Banking division, 13 % by the Private 

& Business Banking division, 35 % by the Corporate Banking divi-

sion, and 19 % by the Dresdner Kleinwort Wasserstein division.

In 2005, credit risk management worked towards systemati-

cally reducing our non-strategic loan portfolio, lowering concen-

tration risks and focusing the loan portfolio on certain regions 

and industries. At December 31, 2005, approximately 64 % of the 

loan portfolio of Dresdner Bank were included in ratings classes 

I through VI (investment grade). In our loan business, the prob-

ability of average default was below the probability of default 

of the loan portfolio. The overall quality of our loan portfolio 

has improved significantly in recent years, as shown in the graph 

below. 

Dresdner Bank’s IRU, which was responsible for reducing our 

non-strategic loan portfolio, completed its task faster than planned 

and was closed on September 30, 2005. The IRU’s remaining risk 

assets were re-transferred primarily to Dresdner Bank’s Corporate 

Other division on October 1, 2005. Streamlining the loan portfolio 

has resulted in a significant improvement in portfolio quality. Our 

total non-performing loans and potential problem loans, which 

are two measurements utilized to assess the quality of the loan 

portfolio, decreased from € 7.4 billion at December 31, 2004 to 

€ 3.0 billion at December 31, 2005.
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   These risks comprise exchange rate and transfer 

risks relating to cross-border transactions. We manage country 

risks using internal country ratings. These ratings are based upon 

macroeconomic data and key qualitative indicators. The latter 

takes into account the economic, social and political environ-

ment. The country rating system comprises 16 ratings classes. The 

country rating system divides countries into those without any 

discernible risk and those with increased or high risk potential. 

The country risk management at the Dresdner Bank is intended 

to limit transfer and local risks on the basis of a comprehensive 

country limit system. 

   Counterparty risks from 

the derivative trading business arise mainly from over-the-coun-

ter (or “OTC”) transactions. The resulting risk exposure cannot 

be directly traced to the nominal values of the transactions. In 

assessing current counterparty risk, positive replacement values 

from Dresdner Bank’s position is the determining factor. These 

correspond to the additional expense or lower yield that would 

result from restoring an equivalent position in the event of a trad-

ing partner defaulting. The banking sector, other financial ser-

vices provider sectors, insurance companies and governments ac-

counted for a large proportion (96.7 %) of the positive replacement 

values at December 31, 2005. 

In order to reduce the counterparty risk from trading activities, 

we entered into inter-product framework netting agreements with 

our business partners. Netting makes it possible to balance all 

outstanding receivables and payables with a counterparty if the 

counterparty defaults. In addition to these framework agreements, 

exposure from counterparty risk (positive replacement values after 

netting) is secured using so-called collateral management.

   Issuer risks arise from Dresdner Bank’s own holdings 

in securities such as fixed income and equity securities, as well 

as from synthetic positions assumed through purchasing credit 

derivatives. Such risks reflect the maximum possible loss in the 

event of an unexpected loss of a particular issuer. Issuer risks are 

managed comprehensively, in particular risks arising from credit-

sensitive issuers. In 2005, the share of issuer risks of the total loss 

risk for Dresdner Bank´s trading activities decreased 7 percentage 

points to 57 % at December 31, 2005.

Dresdner Bank has a process for the systematic identification, 

measuring and controlling of . The essential risk 

factors are evaluated in the framework of a structured self-assess-

ment. A loss database is employed to record and analyze losses 

that actually occur. An internal risk model was developed for 

calculating the risk capital requirement using the criteria of the 

Advanced Measurement Approach (or “AMA”), which shall also 

be used in the future to determine capital adequacy pursuant to 

Basle II.

  Cost risks comprise unanticipated fluctuations in earn-

ings that arise due to a decline in income without a corresponding 

decrease in expenses. Cost-cutting measures implemented in the 

past have significantly reduced risks associated with fixed costs. 



At December 31, 2005, the risk capital of Dresdner Bank before 

Allianz Group diversification was € 7.0 billion, compared to € 7.9 

billion at December 31, 2004.

Risk control in asset management is an integral part of the pro-

cesses of our operating entities and investment platform. The Al-

lianz Global Investors Corporate Center is responsible for ensuring 

that Allianz Group-wide standards for asset management are ap-

plied at the local level. The individual asset management compa-

nies continually monitor the portfolio risks of the customer assets 

they manage by using analytical tools specifically adapted to the 

risk profile of the product concerned. At the same time, the perfor-

mance of the various product lines is periodically monitored and 

analyzed at the Allianz Group level. At December 31, 2005, risk 

capital in our asset management segment, calculated according to 

the Standard & Poor’s model and before minority interests, was 

€ 2.5 billion, compared to € 2.0 billion at December 31, 2004.

Supervisory authorities and rating agencies are additional risk 

monitoring bodies. Supervisory authorities stipulate the minimum 

precautions and capital requirements that must be accounted for 

in individual countries and on an international level. Rating agen-

cies determine the relationship between the required risk capital 

of a company and the available safeguards. In their evaluation 

of capital resources, rating agencies include equity shown in the 

balance sheet, minority interests and other items representing ad-

ditional securities in times of crisis. At December 31, 2005, this 

total was at a level that corresponds to our current ratings. At 

December 31, 2005, the financial strength of the Allianz Group 

was rated by Standard & Poor’s as “AA–” (outlook stable), by 

A. M. Best as “A+” (outlook stable), and by Moody’s as “Aa3” 

(outlook stable).

We will continue to strengthen our risk management system in 

2006. For example, we will introduce standards for underwrit-

ing large insurance risks and for developing and marketing new 

products. We will complete the analytical model for our life insur-

ance business and introduce the limit system for natural disaster 

risks. 

In addition, we will continue to make progress in our project to 

evaluate derivatives on the basis of an Allianz Group-wide uniform 

IT system. We will also strengthen and clarify our guidelines for 

handling derivatives.

We are monitoring the Solvency II Project to prepare for the 

anticipated changes to the European insurance solvency require-

ments. In particular, we are continuously improving the method-

ology of our internal risk model to meet future requirements on 

internal models (Solvency II).

In order for the risk management at Dresdner Bank to continue 

to meet the highest standards, we are continually refining and 

optimizing our internal bank risk assessment procedures, includ-

ing data entry and associated processes (Basle II). Dresdner Bank 

is implementing, on schedule, the supervisory requirements of 

the Capital Accord of Basle II and the related German implement-

ing regulation, the Solvency Regulation (Solvency Order/SolvV). 

Dresdner Bank is targeting to implement advanced approaches by 

applying the Advanced IRB Approach for credit risks and the AMA 

for operational risks. Dresdner Bank already uses a comparable 

process for its internal risk management. 

Finally, Dresdner Bank will introduce in 2006 a new validation 

process for its rating process, which will meet growing internal 

and external demands.



working capital is largely representative of our liquidity, we believe 

our working capital is sufficient for our present requirements.

Our capital requirements are primarily dependent on our growth 

and the type of business that we underwrite, as well as the indus-

try and geographic locations in which we operate. In addition, the 

allocation of our investments plays an important role. During our 

annual management planning dialogues with our operating enti-

ties, capital requirements are forecasted through business plans 

regarding the levels and timing of capital expenditures and invest-

ments. Regulators impose minimum capital rules on the level of 

both our operating entities and the Allianz Group as a whole. 

At December 31, 2005, our eligible capital for the solvency mar-

gin, required for insurance groups under German law, was € 43.6 

billion (2004: € 29.1 billion), surpassing the minimum legally 

stipulated level by € 29.4 billion. This margin resulted in a cover 

ratio1) of 307 % (2004: 217 %). In 2005, this solvency margin 

requirement applied only to our insurance segments and did not 

contain any capital requirements for our banking business.

On January 1, 2005, the Financial Conglomerates Directive, a 

supplementary EU directive, became effective in Germany. Under 

this directive, a financial conglomerate is defined as any financial 

parent holding company that, together with its subsidiaries, has 

significant cross-border and cross-sector activities. The Allianz 

Group is a financial conglomerate within the scope of the directive 

and the related German law. The law requires that the financial 

conglomerate calculates the capital needed to meet the respective 

solvency requirements on a consolidated basis. The calculation 

methodology for the financial conglomerates solvency margin is 

still subject to uncertainties. 

At December 31, 2005, based on the current status of discussion, 

our eligible capital for the solvency margin, required for our insur-

ance segments and our banking and asset management business, 

was € 40.0 billion including off-balance sheet reserves2), surpassing 

the minimum legally stipulated level by € 16.3 billion. This margin 

resulted in a cover ratio of 169 % in 2005. In 2005, all Allianz Group 

companies also have met their local solvency requirements.

Allianz AG operates as both a holding company for the Allianz 

Group’s insurance, banking and other subsidiaries and as a rein-

surance company, primarily for other Allianz Group companies. 

As such, Allianz AG not only has to cover the funding needs of 

its own reinsurance operations but also acts as the central coordi-

nating function for the liquidity and capital allocation of Allianz 

Group companies. 

Our operating entities require capital to run their businesses. 

The amount of necessary capital depends on, among other fac-

tors, local capital and regulatory requirements, rating agency capi-

tal requirements and our own internal risk capital standards. As 

our operating entities grow, local requirements change or other 

factors intervene, the need for additional capital can arise. To 

the extent that these requirements cannot be financed by results 

from operations from the respective operating entities, in excess 

of dividends, Allianz AG can and does allocate additional capital. 

Decisions as to which operating entities should receive additional 

capital, including the amount thereof, or whether capital should 

rather be withdrawn, are taken by the Board of Management of 

Allianz AG during our annual management dialogues.

In order to finance capital provisioning to our operating enti-

ties, Allianz AG uses the intra-Allianz Group dividend funding it 

receives from operating entities. Furthermore, Allianz AG will also 

from time to time raise funds on the capital markets through the 

issue of debt or other financial instruments in order to finance any 

capital or liquidity requirement in excess of the Allianz Group-

internal financing capacity. 

Liquidity planning is an important process at both the operating 

entity and Allianz AG levels, and is integrated into the financial 

planning process of the Allianz Group. The financial planning 

process is based on strategic decisions and includes, for example, 

solvency planning, dividend targets and merger & acquisition ex-

penditures. Liquidity risks can result from operational risks, plan-

ning risks, system risks, adverse developments in solvency levels 

of operating entities, contingent liabilities as well as requirements 

caused by natural catastrophes, financial markets, political crises 

or any other significant adverse developments. Strategic liquidity 

risks and resources are monitored on a regular basis. Liquidity 

risks are managed continuously through a variety of instruments 

to ensure short- and long-term financial flexibility for the Allianz 

Group. In the context of a financial services company, where our 



Dresdner Bank is subject to the risk-adjusted capital guide-

lines (or “Basle Accord”) promulgated by the Basle Committee 

on Banking Supervision (or “BIS-rules”) and therefore calculates 

and reports under such guidelines to the German Federal Finan-

cial Supervisory Authority (the Bundesanstalt für Finanzdienst-

leistungsaufsicht, or “BaFin”) and the Deutsche Bundesbank, the 

German central bank. These guidelines are used to evaluate capi-

tal adequacy based primarily on the perceived credit risk associ-

ated with balance sheet assets, as well as certain off-balance sheet 

exposures such as unfunded loan commitments, letters of credit, 

and derivative and foreign exchange contracts. In addition, for 

Allianz AG to maintain its status as a “financial holding company” 

under the U.S. Gramm-Leach-Bliley Financial Modernization Act 

of 1999, Dresdner Bank must be considered “well capitalized” 

under guidelines issued by the Board of Governors of the Federal 

Reserve System. To be considered “well capitalized” for these 

purposes, Dresdner Bank must have a Tier I Capital Ratio of a least 

6 % and a combined Tier I and Tier II Capital Ratio of at least 10 %, 

and not be subject to a directive, order or written agreement to 

meet and maintain specific capital levels. As shown in the table 

below, Dresdner Bank maintained a “well capitalized” position 

during both 2005 and 2004. 

The following table sets forth Dresdner Bank’s BIS capital ratios: 

The distinction between “core capital” and “supplementary capi-

tal” in the table above reflects the ability of the capital compo-

nents to cover losses. Core capital, with the highest ability to 

cover losses, corresponds to Tier I capital, while supplementary 

capital corresponds to Tier II capital as such terms are defined in 

applicable U.S. capital adequacy rules. 

In addition to regulatory capital requirements, Allianz AG also 

uses an internal risk capital model to determine how much capital 

is required to absorb any unexpected volatility in results of opera-

tions. For further information regarding our internal risk capital 

model, please refer to our “Risk Report.”

In addition to regulatory requirements and our internal risk capital 

model, rating agencies use distinct methodologies to determine 

if our capital base is adequate. During the course of 2005, the 

rating agencies “Standard & Poor’s” and “A.M. Best” have rec-

ognized the considerable strengthening of our capital base and 

updated the outlooks for our ratings during 2005 accordingly. At 

December 31, 2005, we had the following ratings with the major 

rating agencies:

Our liquidity results from the operating activities generated by 

our property-casualty, life/health, banking and asset management 

operations, as well as the financing activities from Allianz AG, the 

holding company for the Allianz Group.

The principal sources of liquidity for our operating activities 

within our insurance operations include primary and reinsurance 

premiums collected (primarily from our operating entities), col-

lected reinsurance receivables, as well as investment income and 

proceeds generated from the sale of investments. Our major uses 

of funds within our insurance operations include paying property-

casualty claims and related claims expenses, providing life policy 



benefits, paying surrenders and cancellations, as well as other 

operating costs.

We generate substantial cash flow from our insurance opera-

tions as a result of most premiums being received in advance of 

the time when claim payments or policy benefits are required, 

thereby allowing us to invest these funds in the interim to gener-

ate future investment income and realized gains. However, the 

liquidity of our insurance operations is impacted by, among other 

factors, the duration of our investments, development of equity 

markets, the interest rate environment and our ability to realize 

the carrying value of our investment portfolio to meet insurance 

claims and policyholder benefits as they become due.  

Additionally, the liquidity of our property-casualty insurance 

operations is affected by the frequency and severity of losses under 

its policies, as well as by the persistency of its products. Future 

catastrophic events, the timing and effect of which are inherently 

unpredictable, may also create increased liquidity requirements 

for our property-casualty operations. The liquidity needs of our 

life operations are generally affected by trends in actual mortal-

ity experience relative to the assumptions with respect thereto 

included in the pricing of our life insurance policies, by the extent 

to which minimum returns or crediting rates are provided in con-

nection with our life insurance products, as well as by the level 

of surrenders and withdrawals. 

For our banking operations, our primary sources of liquidity in-

clude customer deposits and interest and similar income from our 

lending transactions, while our major uses of funds are for the 

issuance of new loans and advances to banks and customers, and 

the payment of interest on deposits and other operating costs. The 

liquidity of our banking operations is largely subject to the ability 

of individual customers, and various other enterprises to which 

we extend credit, to make payments to us based on their outstand-

ing commitments and could, therefore, be negatively affected by 

unforeseeable losses due to problem loans.

Within our asset management operations, our primary sources 

of liquidity include fees generated from asset management activi-

ties, while the principal use of these funds is for the payment of 

operating costs. 

From time to time, the Allianz Group, through Allianz AG, will 

raise funds on the capital markets through the issue of debt or 

other financial instruments in order to fund any liquidity need 

which cannot fully be covered by our operating or investment 

cash flows. See “Debt and Capital Funding” below for further 

information. We also have access to commercial paper, medium-

term notes and other credit facilities as additional sources of li-

quidity. At December 31, 2005, we had access to unused credit 

lines as a source of further liquidity.

While Allianz AG receives internal funding from Allianz Group 

operating entities through the payment of dividends, it also paid 

dividends of € 674 million and € 551 million to our shareholders 

in 2005 and 2004 with respect to the fiscal years 2004 and 2003, 

respectively. The Board of Management and the Supervisory Board 

propose to pay a dividend of € 2.00 per eligible share in 2006 for 

fiscal year 2005, which will approximate € 811 million of dividend 

payments in 2006. 

Certain of the operating entities within the Allianz Group are 

subject to legal restrictions on the amount of dividends they can 

pay to their shareholders. In addition to the restrictions in respect 

of minimum capital and solvency requirements that are imposed 

by insurance and other regulators in the countries in which these 

companies operate, other limitations exist in certain countries. 

For example, the operations of our insurance company subsidiar-

ies located in the United States are subject to limitations on the 

payment of dividends to their parent company under applicable 

state insurance laws. Dividends paid in excess of these limitations 

generally require prior approval of the insurance commissioner of 

the state of domicile. 

Allianz AG coordinates and executes external debt financing, 

securities issues and other capital raising transactions for the 

Allianz Group. At December 31, 2005, the majority of Allianz 

AG’s external debt financing was in the form of debentures and 

money market securities. Our total certificated liabilities outstand-

ing at December 31, 2005 and 2004 were € 59,203 million and 

€ 57,752 million, respectively. Of the certificated liabilities out-

standing at December 31, 2005, € 33,097 million are due within 

one year. See Note 19 to our consolidated financial statements for 

further information. Our total participation certificates and sub-

ordinated liabilities outstanding at December 31, 2005 and 2004 

were € 14,684 million and € 13,230 million, respectively. Of the 

participation certificates and subordinated liabilities at December 

31, 2005, € 1,077 million are due within one year. See Note 15 

to our consolidated financial statements for further information. 

Additionally, see Note 39 to our consolidated financial statements 

for information regarding how we use certain derivatives to hedge 

our exposure to interest rate and foreign currency risk related to 

certificated and subordinated liabilities. 

Allianz AG owns several finance companies. Among those, primar-

ily Allianz Finance B. V. and Allianz Finance II B. V., both incorpo-

rated in The Netherlands, are used from time to time for external 

debt financing and other corporate financing purposes. In addition, 



in December 2003, Allianz AG established a Medium Term Note 

(or “MTN”) program which is used from time to time for purposes 

of external and internal debt issuance. The volume of debt issued 

by Allianz Finance B. V. and Allianz Finance II B. V. for the years 

ended December 31, 2005 and 2004 was € 2.7 billion and zero, 

respectively. At December 31, 2005, Allianz AG had money market 

securities outstanding with a carrying value of € 1,131 million.

In January 2005, we successfully completed our “All-in-One” 

capital market transactions. The All-in-One capital market transac-

tions (1) reduced the Allianz Group’s equity gearing, (2) included 

the issuance of a subordinated bond, and (3) helped Dresdner 

Bank to further reduce its non-strategic asset portfolio. 

  In order to further reduce our ex-

posure to equities, Allianz AG, through Allianz Finance II B. V., 

issued a three-year index linked exchangeable bond of € 1.3 

billion. The redemption value of this security, BITES (or “Basket 

Index Tracking Equity-linked Securities”), is linked to the per-

formance of the DAX Index and was issued at a DAX-reference 

level of 4,205.115. During the three-year term of this instru-

ment, Allianz AG may choose to redeem the bond with shares 

of BMW AG, Munich Re or Siemens AG. Investors will receive 

an annual out-performance premium of 0.75 % on the prevailing 

future DAX level and a repayment premium of 1.75 %, based on 

the DAX level at redemption.

  Allianz AG refinanced part of its 2005 € 2.7 

billion maturing bonds through the issuance of a subordinated 

bond in the amount of € 1.4 billion. The subordinated bond 

bears a coupon of 4.375 % for the first twelve years and was 

issued at a price of 98.923 %, yielding 4.493 %. While this is 

a perpetual bond, it is callable by Allianz AG for the first time 

in 2017. Attached to the bond are 11.2 million warrants on 

Allianz AG shares with a maturity of three years. The bond 

ex-warrants were placed with institutional investors. In 3Q 

2005, warrants representing 9 million Allianz AG shares were 

exercised. The premiums received thereof were accounted for 

within shareholders’ equity.

 Dresdner Bank 

accomplished a further step in its strategy of reducing its non-

strategic equity holdings. Dresdner Bank sold 17,155,008 Allianz 

AG shares at € 88.75 per share to an investment bank, which 

placed these shares in the form of a Mandatory Exchangeable. 

This structure enabled the Allianz Group to benefit from a por-

tion of Allianz AG’s future share price appreciation.

In connection with financing the merger of RAS with and into

Allianz AG, approximately € 2.2 billion, in aggregate, was secured 

in 3Q 2005 from equity-based financing and the issuance of an 

equity-linked loan. In this context, approximately € 1.1 billion 

was placed out of authorized capital without pre-emptive rights 

and a € 1.1 billion equity-linked loan was issued with a variable 

redemption amount linked to the share price of Allianz AG, which 

can be settled, at our option, in cash or Allianz AG shares.

On March 23, 2005, we repaid the Siemens exchangeable bond 

issued in 2000. The issue amount of the exchangeable bond of 

€ 1.7 billion was repaid in cash as the share price of Siemens 

AG was below the exercise price. Additionally, on August 26, 

2005, we repaid the CHF 1.5 billion senior bond issued in 1999 

and 2000. Our use of commercial paper as a short-term financing 

instrument was reduced by 21.4 % to € 1.1 billion in 2005 from 

€ 1.4 billion in 2004. Interest expense on commercial paper de-

clined marginally to € 31.3 million (2004: € 31.6 million) due to 

increasing interest rates in 2005. 

In March 2006, Allianz Finance II B.V. issued € 800 million of 

subordinated perpetual bonds, guaranteed by Allianz AG, with a 

coupon rate of 5.375 %. Allianz Finance II B.V. has the right to 

call the bonds after five years.
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The following table describes the Allianz AG issued debt out-

standing at December 31, 2005 at nominal values. For further 

information, see Notes 15, 19 and 32 to our consolidated financial 

statements.



€ 



€ € 

Net cash flow provided by operating activities increased by 

€ 28,975 million to € 32,171 million (2004: € 3,196 million) in 

2005. Of which, the decrease in financial assets and liabilities 

held for trading contributed € 11,885 million (2004: reduction of 

€  30,209 million), mainly resulting from a decline in the trading 

business and the reduction in trading liabilities. In addition, as-

sets from reverse repurchase agreements and collateral paid for 

securities borrowing transactions contributed € 43,656 million  

(2004: reduction of € 10,136 million), largely as a result of re-

duced business volume. Conversely, the reduction of liabilities 

from repurchase agreements and collateral received from securi-

ties lending transactions reduced operating cash flow by € 18,692 

million (2004: increase of € 35,255 million). This development 

was primarily caused by declining business volume, which lead 

to a reduction in the respective liabilities.

Net cash flow used in investing activities amounted to € 22,452 

million (2004: € 15,378 million), primarily due to an increase in 

investments held at fair value by € 28,983 million (2004: € 12,661 

million), resulting from a significant inflow of funds from business 

underwritten.

Net cash flow provided by financing activities increased by 

€ 3,922 million to € 6,228 million (2004: € 2,306 million). Cash 

inflow from capital increases amounted to € 2,183 million (2004: 

€ 86 million). Further, the issuance of subordinated debt and the 

sale of treasury shares contributed to the increased cash flow pro-

vided by financing activities. 

In total, cash and cash equivalents increased by € 16,019 mil-

lion (2004: decrease of € 9,900 million).

€ 

The Allianz Group holds cash and cash equivalents in more than 

30 different currencies, although such cash and cash equivalents 

are held primarily in Euros, followed by U.S. Dollars, Swiss Francs 

and British Pounds. At December 31, 2005, 2004 and 2003, 

the Allianz Group held € 31,647 million, € 15,628 million and 

€ 25,528 million, respectively, of cash and cash equivalents. See 

Note 11 to our consolidated financial statements for additional  

information on the Allianz Group’s cash and cash equivalents.
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At December 31, 2005, we had 177,625 employees in more 

than 70 countries; that is 1,124 more than in the previous year. 

The following chart and associated table provide an overview of 

Allianz employees broken down by country. 

Other Europe
Germany
Asia-Pacific
North America
South America

45

41

6
6 2



Our international HR activities lend support to the “3+One” pro-

gram and the initiatives resulting from it (see page 22 of this 

Annual Report). Tying the “3+One” initiatives into our personnel 

development models forms as much a part of this as consistently 

integrating the program’s goals and issues into our management 

seminars. Beyond that, we also implement the basic “3+One” 

ideas in core processes of our HR activities. For instance, skills 

profiles, tools for agreeing on targets and assessment procedures 

that are carried out throughout the Allianz Group and improve 

the efficiency of our HR activities around the globe.

We promote a corporate culture that is directed towards our inter-

nationality as well as our performance and customer-orientation. 

This includes identifying young staff with potential for manage-

ment and specialist responsibilities within the Group and system-

atically developing them. This way we are an attractive employer 

to talents both inside and outside Allianz.

In 2003 we introduced our “Leadership Values” that are uni-

form throughout the world. These have at their heart a culture 

of leadership and performance that is oriented towards customers 

and employees. Year after year we check whether and to what 

extent these Leadership Values are working in our company. The 

results of the last poll in October 2005, which showed further 

improvement, demonstrate that the Leadership Values give a sense 

of direction to managers in the Allianz Group around the world. 

Those involved in management broadly support and began imple-

menting the “3+One” initiatives in 2005. 

Managing staff at the Allianz Group is a matter of agreeing on 

individual objectives. We want to create a noticeable link between 

the achievement of objectives and pay. Compensation for upper 

and middle management is already largely tied to the realization 

of operating and strategic goals accordingly.

Total wages and salaries paid by the Allianz Group in 2005 to 

its employees worldwide amounted to € 9.6 billion (2004: € 9 bil-

lion). Of this amount, € 1.6 billion or 16.7 % was performance-re-

lated. Social security contributions, pensions and other employee 

benefits amounted to € 2.3 billion (2004: € 2.1 billion). 

In the year under review, we once again launched an employee 

stock purchase plan, which offered Allianz AG shares on pref-

erential conditions to 122,000 employees in 21 countries. The 

number of employees opting for Allianz AG shares raised by 5.1 

percentage points to 29.9 % of those entitled. 

Our senior management participates in the Group Equity Incen-

tive Plan, which is made up of restricted stock units (or “RSUs”) 

and stock appreciation rights (or “SARs”). The potential return 

of those plans depends on the performance of the Allianz AG 

share price. The calculation takes into account the Economic 

Value Added (or “EVA®”) of the Allianz Group and the EVA® of 

the respective Group company, as well as fulfilment of objectives 

related to the risk capital employed. The Group Equity Incentive 

Plan meets all requirements and recommendations of the German 

Corporate Governance Code. 

More detailed information on stock-based remuneration and 

Board of Management remuneration is provided on pages 15 to 

17 of this Annual Report. 

The Allianz Group Management Institute (or “AMI Group”) has 

the task of developing our top managers and candidates for senior 

management responsibilities. This task has three components:    

“Top Management Dialog” ensures that the uppermost level of 

management at Allianz throughout the world has a common 

understanding of Allianz Group strategy and its implementa-

tion. 

“Leadership Development” provides our top performers with 

the best training and development currently available anywhere 

in the world at the time.  

“Cultural Change” program promotes an international corpo-

rate culture amongst our managers.

AMI Group programs regularly link management development to 

the advancement of the Allianz Group. The “Allianz Excellence 

Program” is a good example of this. It is directed at experienced 

managers working on strategic projects to solve business policy 

issues with one of the top business schools. The projects are 

sponsored by members of the Allianz AG’s Board of Management. 

When a project is completed, it is discussed in the Board of Man-

agement and introduced into the Allianz Group’s operations. 



“Operational Excellence” (or “OPEX”) is the name we give to all 

measures and procedures for improving the efficiency of business 

processes and project tasks, as well as change management. The 

approach is based on the Six Sigma method that has been intro-

duced in the industrial field, i. e. at the General Electric Company. 

We have modified this method and adapted it to the requirements 

of a financial service provider. 450 of our employees around the 

world have already received training in applying this approach and 

have been certified. We shall significantly increase this number, so 

that we are able to rapidly and competently improve the processes 

and methods employed in our work environment on a continuous 

and sustainable basis. 

International experience and intercultural competence are a key 

qualification for Allianz Group employees and an advantage in 

international competition. As a result, we promote international 

deployment and exchange of specialists and managers. Cross-bor-

der deployment between Group companies is also an effective 

instrument for taking advantage of the superior business concepts 

and procedures of one unit and introducing them throughout 

the Group. This is used intensively as part of our Sustainability 

Program. Today there are about 400 experts from 30 countries 

working on this project that spans the globe. The internationally 

oriented development of our employees improves in particular the 

potential of our internal labour market and the attractiveness of 

the Allianz Group as an employer. 

We desire promote cooperation between employees from diverse 

cultural backgrounds, as well as those of different ages, levels of 

experience and ability. We are convinced that diversity is well 

suited to finding outstanding solutions for heterogeneous and 

constantly changing markets. Our Diversity Policy lays down a 

framework for this cooperation. The newly formulated Code of 

Conduct describes the general rules, and prohibits any kind of 

discrimination. 

Our technical platform on the Internet “Allianz Global Job Mar-

kets” for finding and attracting new talent and to fill positions, 

is now in its third year of operation. It has significantly reduced 

our recruitment costs and contributed substantially to our positive 

image as an employer in Europe and the United States. The site 

allows anyone interested from inside or outside the company to 

obtain information on and apply for open positions anywhere in 

the world. It is also possible to register interest in positions that 

are not yet open. The development of a corresponding platform 

for Asia starts in 2006. 



On the financial markets, we expect higher interest rates on 

short maturities as a result of a restrictive monetary policy by the 

various central banks across the globe. There is great uncertainty 

as to the strength of the U.S. dollar, as well as, among others, 

the effects of the substantial trade deficit of the U.S. economy, 

which may also slow growth. Initial signs seem to indicate that 

the profitability of U.S. companies will weaken in the second half 

of 2006, which would negatively affect the performance of the 

U.S. stock markets.  

These macroeconomic conditions improve the business outlook 

for financial service providers. 

Following a year plagued with a large number of natural catas-

trophes, including one of the worst hurricane seasons on record, 

we expect the  sector to experience an 

improved year in 2006, further major natural catastrophes not-

withstanding. However, as competition for market share is ever-

increasing, there exists an inherent risk that insurance companies 

will adopt a less than disciplined approach in underwriting new 

business in order to gain market share. The rapid growth in the 

economy, income levels and the value of property in Asia make 

the market in this region increasingly interesting for the property-

casualty insurance business. 

We expect the  business to continue to benefit 

from the continued necessity of individuals and companies mak-

ing provisions for retirement. This need will be predominantly 

covered by life insurance and related retirement products. De-

mand for products of this type should continue to rise, as in many 

countries reforms of state retirement systems have not yet been 

completed, consequently additional cuts in anticipated retirement 

income promised by these government-sponsored plans are ex-

pected. Equally significant are the effects of the aging society on 

the state healthcare systems, but there appears to be little sign of 

political will for effective reforms in this area. With this in mind, 

it appears evident that sooner or later it will be unavoidable that 

For 2006, we expect the global economy to maintain a rate of 

growth consistent with the previous year, but with decreasing dif-

ferences between the industrialized countries. The current trade 

deficit in the United States and the effect it will have on future 

exchange rates against the U.S. dollar remain uncertain. While 

the more restrictive monetary policy of the various central banks 

around the world are working to thwart off the risk of inflation, 

it is also restricting economic growth. Overall this is a positive 

business environment for financial service providers. 

Our economists forecast world economic growth in 2006 at 

3.2 % (2005: 3.2 %). This should allow world trade to maintain its 

current dynamic and increase by approximately 8 %. We consider 

the emerging markets, with growth of 5.5 %, to have particular 

potential. Industrialized countries should see expansion of ap-

proximately 2.6 %, consistent with the previous year. 

Growth in Asia of 6.7 % will continue to drive the global 

economy. We assume that the expansion in South Korea in 2006 

will accelerate further. In contrast, economic growth in India will 

decline slightly to 7.0 % (2005: 7.5 %), and in China to 8.5 %

(2005: 9.9 %); this will reduce the risk of the economies in these 

countries from expanding at an over-accelerated pace. In Japan, 

the largest economy in Asia, we predict continued stable growth 

of 2.5 % (2005: 2.6 %). 

While economic growth in the United States is predicted to 

slow to 3.2 % (2005: 3.7 %), primarily as a result of the restrictive 

interest rate policy of the Federal Reserve Bank, it should increase 

slightly in Europe. We believe that most of the EU countries will 

slightly exceed the growth of the previous year, except in Spain, 

where we expect the pace of growth to slow. We expect the Ger-

man economy to perform positively in 2006. We expect increased 

investment and increases in consumer spending as a response to 

the changes in tax policy by the German federal government, 

largely as a result of the increase in value added tax in 2007. We 

estimate economic growth in Germany will reach approximately 

2 %, doubling that of the previous year. With minor deviations, 

EU countries and the Euro zone should also see a comparable 

level of growth. 



citizens themselves will have to bear a portion of their healthcare 

costs, thereby creating attractive business opportunities for private 

 providers.  

The need for people to make provisions for their retirement 

and the virtually worldwide increase in the standard of living 

are also leading to a rise in the  business. The 

total assets that must be managed for personal or corporate re-

tirement schemes is steadily increasing. The U.S. and European 

markets present particular opportunities, where “baby boomers” 

are nearing retirement age. While this transition will occur in the 

United States in five to ten years, Europeans still have fifteen to 

twenty years to make their own provisions for retirement. Another 

growth area is Asia, whose middle class is increasingly gaining 

importance with its economic upturn. 

, even in Germany, should present encouraging figures 

because of the solid growth outlook, as this is a more cyclical 

industry than, for example, insurance. We expect that a higher 

corporate propensity to invest will noticeably increase demand 

for credit.  

Please see “Strategy” on pages 22 to 23 of this Annual Report for 

information on our growth strategy. 

We expect an overall increase in operating profit and net income 

of 10 %. Within our Property-Casualty segment we are striving 

to maintain a strong combined ratio of approximately 93 %. We 

are also confident that our Life/Health and Banking segments 

will achieve an operating profit of € 1.7 billion and € 1.3 billion, 

respectively. For our Asset Management segment, we are targeting 

an increase of third-party assets under management of more than 

10 %, when adjusting for currency impacts. However, as always, 

natural catastrophes and adverse developments in the capital mar-

kets, as well as the factors stated below in our cautionary note 

regarding forward-looking statements, may severely impact our 

profitability.

In 2007, we expect to continue to drive forward our initiatives 

of sustainable competitiveness and value for our shareholders and 

policyholders by capitalizing on, among others, the advancement 

of our Sustainability and Customer Focus programs in order to 

benefit the performance of all segments.

Through the implementation of the following reporting changes 

effective January 1, 2006, and applied retrospectively, we will 

further improve transparency.

 We will fully align operating profit 

methodology across all segments, with the exception of the 

consolidation of intra-Allianz Group dividends. Life/Health 

segment’s operating profit will be different from our other op-

erations’ operating profit with respect to the consolidation of 

intra-Allianz Group dividends. Intra-Allianz Group dividends re-

ceived by our Life/Health segment will be further consolidated 

on the segment level, due to policyholder participation in these 

dividends. By refining our operating profit methodology, we 

will further improve its reflection of our business mechanics. 

Our definition of operating profit in our various segments may 

differ from similar measures used by other companies, and may 

change further over time.



Effects within the 

consolidation column will be significantly reduced as intra-

Allianz Group dividends will be eliminated at the recipient. 

As previously stated, this does not apply to our Life/Health 

segment.

Other income and other 

expenses will be minimized as they will be, to a significant 

extent, reflected within our re-defined combined ratio. Accord-

ingly, our Property-Casualty segment’s re-defined combined ra-

tio for 2005 will be approximately two percentage points higher 

compared to that calculated based on the methodology used 

herein. 

Clear distinction between 

results of operations of our Property-Casualty segment and cor-

porate activities through the introduction of a Corporate seg-

ment.

All key perfor-

mance indicators, including a re-defined combined ratio encom-

passing additional costs, will be able to be directly derived from 

the income statement.

Munich, February 22, 2006

Allianz Aktiengesellschaft

The Board of Management

Diekmann Dr. Achleitner

Booth  Carendi

Cucchiani Dr. Faber  

Dr. Perlet  Dr. Rupprecht

Thierry  Dr. Walter

Dr. Zedelius

The Board of Management and the Supervisory Board propose that 

the unappropriated earnings of Allianz AG for fiscal 2005 in the 

amount of € 820,000,000 be appropriated as follows:

Distribution of a dividend of € 2.00 per eligible share: 

€ 811,231,930; and

Allocation of € 8,768,070 to other appropriated retained earn-

ings.

The recommendation for appropriation of earnings takes into 

account own shares held directly or indirectly by the company, 

which in accordance with the German Stock Corporation Act 

(clause 71 b AktG) are not entitled to receive a dividend. Further 

purchases or sales of own shares during the period prior to the 

Annual General Meeting may increase or decrease the number of 

shares eligible for dividends. In this case, an amended proposal 

for the appropriation of profit based upon an unchanged dividend 

in the amount of € 2.00 per eligible share will be submitted to the 

Annual General Meeting for ratification.

Munich, February 10, 2005

Allianz Aktiengesellschaft

Certain of the statements contained herein may be statements of future 

expectations and other forward-looking statements that are based on 

management’s current views and assumptions and involve known and 

unknown risks and uncertainties that could cause actual results, perfor-

mance or events to differ materially from those expressed or implied in 

such statements. In addition to statements which are forward-looking by 

reason of context, the words “may”, “will”, “should”, “expects”, “plans”, 

“intends”, “anticipates”, “believes”, “estimates”, “predicts”, “potential”, 

or “continue” and similar expressions identify forward-looking statements. 

Actual results, performance or events may differ materially from those in 

such statements due to, without limitation, (i) general economic condi-

tions, including in particular economic conditions in the Allianz Group’s 

core business and core markets, (ii) performance of financial markets, in-

cluding emerging markets, (iii) the frequency and severity of insured loss 

events, (iv) mortality and morbidity levels and trends, (v) persistency lev-

els, (vi) the extent of credit defaults (vii) interest rate levels, (viii) currency 

exchange rates including the Euro-U.S. dollar exchange rate, (ix) chang-

ing levels of competition, (x) changes in laws and regulations, including 

monetary convergence and the European Monetary Union, (xi) changes in 

the policies of central banks and/or foreign governments, (xii) the impact 

of acquisitions, including related integration issues, (xiii) reorganization 

measures and (xiv) general competitive factors, in each case on a local, 

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

likely to occur, or more pronounced, as a result of terrorist activities and 

their consequences. The company assumes no obligation to update any 

forward-looking information contained herein.



Our Group has a total of twelve foundations working for environ-

mental, social and cultural objectives in almost every region of the 

world. As a Group holding, we manage the Allianz Environmental 

Foundation, the Allianz Cultural Foundation, the Allianz Founda-

tion of North America and Allianz Direct Help. Our subsidiar-

ies also hold the Jürgen-Ponto-Stiftung, RAS Fondazione Umana 

Mente, Kulturstiftung Dresden, Allianz Care Foundation Indone-

sia, AGF Athena Foundation, Fireman’s Fund Foundation, PIMCO 

Foundation and AGF Brasil Charity and Relief Association. In ad-

dition to the work of our foundations, we initiated two special 

projects in 2005 dedicated to environmental protection and fight-

ing poverty. 

After preparing a report together with the Worldwide Funds for Na-

ture (or “WWF”) on the opportunities and risks of climate change 

for the financial services industry, we formed a core task force in 

the year under review, which is examinating these climatic effects 

in-depth. It is evaluating risks and new business opportunities, for 

example in trading emissions rights and in the area of renewable 

energies.    

In cooperation with the “Gesellschaft für Technische Zusammen-

arbeit” (or “GTZ”), we have developed microinsurance schemes, 

that are suitable to ease poverty in emerging markets and de-

veloping countries, such as India or Indonesia. Microinsurance 

is life insurance that offers protection for only a few euro cents 

a month. Our Indian company, Bajaj Allianz, sold 80,000 such 

polices in 2005 in cooperation with Activists for Social Alterna-

tives (or “ASA”), a local non-governmental organization. We are 

currently reviewing whether we should also offer microinsurance 

in other Asian markets.  

In brief, our progress in 2005 was as follows:

In June 2005, we issued a new Code for Business Ethics and 

Compliance that updates the rules that had been in place and 

aligns them with the principles of the Global Compact and OECD 

guidelines for multinational companies. This code of conduct as-

sists us in achieving our objective of considering our business, 

sustainability and social responsibility as a whole, and of orienting 

our activities accordingly. These standards provide our employees 

around the world with ethical guidelines. They demand honest 

and fair behaviour and prohibit  corruption, insider trading and 

discrimination. Rules are also established with respect to behav-

iour towards clients, business partners and journalists, as well as 

to sponsorships, donations and environmental protection.

We offer four investment funds that are managed in accordance 

with ethically and environmentally sound principles. A total of 

€ 200 million is invested in these funds. Including the sustain-

ability funds we manage for institutional investors and other sus-

tainable capital investments, our total investment for third parties 

in this growth market is € 3.8 billion. 67 % of the Group’s own 

capital investments are invested in companies classified as “sus-

tainable”. 

Shares in Allianz AG or their Group companies are included in 

the Indexes Dow Jones Sustainability World and Dow Jones Sus-

tainability STOXX (where shares of Allianz AG, RAS and AGF are 

represented). Only 10 % of the companies with the best sustain-

ability ranking in an industry are included in these indices. Our 

shares are also in the Financial Times Sustainability Indexes FTSE-

4-Good Global and FTSE-4-Good Europe. One in three European 

sustainability funds holds Allianz shares.  



   KPMG billed the Allianz Group an aggregate of € 60.1 

million in 2005 and € 38.6 million in 2004 in connection with 

professional services rendered for the audit of our annual con-

solidated financial statements and services normally provided by 

KPMG in connection with statutory and regulatory filings or en-

gagements. These services consisted mainly of periodic review 

engagements and the annual audit. 

   KPMG billed the Allianz Group an aggregate of 

€ 11.0 million in 2005 and € 16.1 million in 2004 for assurance 

and related services. These services consisted primarily of advi-

sory and consulting services related to accounting and financial 

reporting standards, financial due diligence services, and review 

procedures associated with SOX 404 implementation. 

   KPMG billed the Allianz Group an aggregate of € 4.0 

million in 2005 and € 3.2 million in 2004 for professional services, 

primarily for tax advice and tax compliance. 

   KPMG billed the Allianz Group an aggregate of 

€ 12.1 million in 2005 and € 12.1 million in 2004 for other ser-

vices, which consisted primarily of general consulting services 

and other services such as assistance in documenting internal 

control policies and procedures under the guidance of Allianz 

Group management. 

All services provided by KPMG to Allianz Group companies, other 

than audit services, must be pre-approved separately by the Audit 

Committee of the Allianz AG Supervisory Board. The Audit Com-

mittee pre-approval process is based on the use of a “Positive List” 

of activities decided by the Audit Committee and, in addition, 

a “Guiding Principles and User Test” is applied. All internal con-

trol-related services are specifically pre-approved by the Audit 

Committee. Group Compliance and KPMG report to the Audit 

Committee periodically with respect to services performed. 

KPMG Deutsche Treuhand-Gesellschaft Aktiengesellschaft Wirt-

schaftsprüfungsgesellschaft (or “KPMG DTG”) serves as the ex-

ternal auditing firm for the Allianz Group.

The table set forth below contains the aggregate fees billed for 

each of the last two fiscal years by KPMG DTG or KPMG DTG and 

the worldwide member firms of KPMG International (or “KPMG”) 

in each of the following categories: (i) Audit Fees, which com-

prise fees billed for services rendered for the audit of the Allianz 

Group’s consolidated financial statements, the statutory audits of 

the financial statements of Allianz AG and its subsidiaries or ser-

vices that are normally provided in connection with statutory and 

regulatory filings or engagements; (ii) Audit-Related Fees, which 

comprise fees billed for assurance and related services that are 

reasonably related to the performance of the audit or review of 

the financial statements and which are not reported under (i); 

(iii) Tax Fees, which comprise fees billed for professional services 

rendered for tax compliance, tax advice and tax planning; and (iv) 

All Other Fees, which comprise fees billed for all other products 

and services provided other than the services reported under (i) 

through (iii). 
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