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Overview: 2017 results versus previous year’s outlook1 

2017 results versus previous year outlook for 2017 
   

 Outlook 2017 – as per Annual Report 2016 Results 2017 

Allianz Group Operating profit of € 10.8 bn, plus or minus € 0.5 bn. Operating profit of € 11.1 bn. 

 Protection of shareholders’ investments,  
while continuing to provide attractive returns and dividends. 

Return on equity (RoE)1 amounted to 11.8 % (2016: 12.3 %). Proposed dividend at € 8.00 (2016: € 7.60) per 
share. Stable payout ratio of 50 %, based on expected number of eligible shares at the Annual General 
Meeting. 

 Selective profitable growth. Property-Casualty with continued sound risk selection and solid internal growth, Life/Health with growing 
asset base and strong new business margins, and Asset Management with strong net inflows. 

Property-Casualty Growth in gross premiums written: approximately 2 %  
on a nominal basis. 

Gross premiums written increased by 1.4 %. Internal growth of 2.3 % was mainly driven by Allianz Partners, 
Germany and Brazil. 

 Operating profit in the range of € 5.0 bn to € 5.6 bn. Operating profit of € 5.1 bn is in the lower half of our target range. Despite improvements in our 
underwriting result a high burden from natural catastrophes impacted our results. 

 Progress towards our combined ratio ambition of 94 %  
or better by 2018. 

Combined ratio was at 95.2 % and above our expectations. The shortfall in profitability was driven by the 
development of natural catastrophes. 

 Pressure on operating investment income (net) to continue due to 
reinvestments in a consistently low interest rate environment. 

Operating investment income (net) decreased slightly, mainly due to an unfavorable foreign currency 
translation result net of hedging. 

Life/Health Continue with selective focus on profitable growth and further 
shift new business mix towards capital efficient, unit-linked, and 
protection products. Considering the disposal of our South Korean 
business, revenues are expected to be in the range of € 60.0 bn to 
€ 66.0 bn.  

Revenues of € 67.3 bn above our outlook range of € 60.0 bn to € 66.0 bn. Strong growth from capital-
efficient products in Germany and from unit-linked sales in Italy and Taiwan. 

 Operating profit between € 3.7 bn and € 4.3 bn. Operating profit of € 4.4 bn is above target range, driven by investments with a net harvesting result above 
normalized level and a higher technical margin. 

 RoE between 10.0 % and 12.0 %. RoE1 of 12.1 % above outlook range. 

 Pressure on investment income due to low interest rates  
and continued capital market uncertainty. 

Operating investment result reached favorable € 20.0 bn, which is slightly lower than 2016, as the previous 
year had been supported by a high level of realized gains from our portfolio de-risking actions. 

Asset Management Slight increase in total AuM due to positive market return, 
supported by moderate net inflows at PIMCO and at AllianzGI. 

Total AuM grew by € 89 bn to € 1,960 bn as of 31 December 2017. The increase was driven by strong net 
inflows and positive market returns, together more than offsetting negative foreign currency translation 
effects. In the course of 2017, our Asset Management business segment saw outstanding third-party AuM 
net inflows of € 150 bn mainly due to PIMCO, but supported by AllianzGI. 

 Operating profit in the range of € 2.0 bn to € 2.6 bn. Operating profit amounted to € 2.4 bn, exceeding the mid-point of the target range. 

 Cost-income ratio well below 65 %. With a cost-income ratio of 61.9 % our Asset Management business segment came in well below 65  %. 
   
1_Represents the ratio of net income against the average total equity, excluding unrealized gains/losses on bonds, net of shadow accounting, at the beginning of the year and at the end of the year. Prior year figures have been adjusted in order to 

reflect the impact resulting from an accounting policy change to measure the Guaranteed Minimum Income Benefit (GMIB) liability at fair value for our life business. 

 

 

Economic outlook21 

Although political uncertainties linger, the global economic outlook 

for 2018 is favorable. The U.S. economy is expected to grow by 2.6  %. 

The recently adopted tax reform package should contribute to higher 

growth. The net tax reductions will underpin companies' propensity to 

invest and support solid consumption growth. In the Eurozone, growth 

is likely to exceed 2 % again in 2018. In particular, apart from the 

favorable global backdrop, the fact that the loose European Central 

Bank monetary policy continues to provide support, coupled with 

broadly neutral fiscal policy, points to an ongoing recovery. As in 

2017, the emerging market economies are expected to grow by close 

to 5 %. Asian emerging markets continue to benefit from the revival of 

world trade and stable growth in China. The Eastern European coun-

tries capitalize on the continuing upturn in the Eurozone. We are 

currently faced with a rather high degree of synchronization, and for 

 

1_For more detailed information on the previous year’s outlook for 2017, please see the Annual Report 2016 from page 51 

onward. 

2_The information presented in the sections “Economic outlook”, “Insurance industry outlook”, and “Asset management 

industry outlook” is based on our own estimates. 

the world economy it is the strongest expansion period since 2011. 

Global output is expected to increase by 3.2 % in 2018. 

The uncertain global political environment bears the potential 

for higher financial market volatility. Monetary policy also contributes 

to this. As the U.S. economy is expected to expand solidly and infla-

tion rates continue to move up, the Federal Reserve will carry on 

normalizing its monetary policy stance. Three further rate hikes in the 

course of 2018 look realistic. In addition, the Federal Reserve will rein 

in its balance sheet moderately. In the Eurozone, the European Cen-

tral Bank is expected to terminate its monthly bond purchasing pro-

gram in October, having halved the monthly volume to € 30 bn as of 

January 2018. No key interest rate hikes are expected before 2019. 

Modestly rising yields on 10-year U.S. government bonds, the good 

economic situation in the Eurozone, and gradually rising inflation 

rates are likely to influence investors´ interest rate expectations and 

exert upward pressure on European benchmark bond yields. For 10-

year German government bonds, we see yields climbing modestly to 

about 1 % in the course of 2018; yields on 10-year U.S. government 

bonds may end the year at close to 3 %. While the ongoing Federal 

Reserve rate-hiking cycle will weigh on the Euro, a number of other 

factors will support it, among them the solid recovery in the Eurozone. 

We expect the Dollar-to-Euro exchange rate to close the year at 

about 1.15 (2017: 1.20). 

OUTLOOK 2018 
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Insurance industry outlook 

The insurance industry can look towards 2018 with some optimism, 

mainly for three reasons: Firstly, premium growth is set to increase as 

the stronger economic momentum bolsters demand for insurance. 

Secondly, the expected gradual rise in interest rates and yields can be 

seen as the harbinger of the end of the long and cold “yield winter”, 

although it will still take some time until higher yields are reflected in 

higher investment incomes. Finally, after the increase in financial 

regulation in recent years, the insurance industry might enjoy a sort of 

respite in 2018, a breathing space for better coping with the new 

rules. 

However, even if the macroeconomic and regulatory environ-

ment looks more favorable in 2018, it is by no means plain sailing for 

the insurance industry. New technologies, from digitalization to Artifi-

cial Intelligence, continue to change the industry profoundly: Business 

models need to be transformed, new skills to be learned, new part-

nerships to be built and new competition to be fended off. Further-

more, the ongoing digitalization of our lives will usher in a new era of 

regulation, governing the use of data – the oil of the 21st century. On 

the other hand, the upsides of the new technologies, in particular in 

terms of simplicity and accessibility, should become more visible in 

2018, too. 

In the property-casualty sector, premium growth is expected to 

accelerate in 2018, reflecting higher inflation and the ongoing broad-

based recovery of the global economy. As in previous years, emerging 

markets are the main driver of growth: All regions, from Latin America 

over Africa to Asia, should continue their recovery; in Emerging Asia, 

premium growth could top 10 %. In contrast, growth in advanced 

markets will be much slower, at around 3 %. Overall, we expect global 

premium growth of about 5 % in 2018 (in nominal terms and adjusted 

for foreign currency translation effects). Assuming average losses 

from natural catastrophes and more positive rate dynamics – particu-

larly in business lines affected by last year’s losses – overall profitabil-

ity is likely to increase, although investment income might remain a 

drag. 

In the life sector, the overall picture is quite similar – with one ex-

ception: The growth lead of Emerging Asia over the rest of the world 

is even more pronounced. While the advanced markets’ recovery 

proceeds at a snail’s pace and other emerging markets show robust 

but more or less stable growth, many of Asia’s emerging markets are 

expected to clock growth rates of 15 % or more. A rising middle class, 

urbanization, aging societies, and last but not least a favorable policy 

environment underpin the continued growth story. Overall, we expect 

global premium growth to increase by about 6 % in 2018 (in nominal 

terms and adjusted for foreign currency translation effects) compared 

to 2017. Global industry profitability could also improve in 2018, 

albeit only modestly. This change for the better has not so much to do 

with the slight rise in interest rates; it is mainly a result of recent man-

agement actions which steered insurance portfolios towards less 

capital intensive business lines (such as protection) and investment 

portfolios towards riskier but higher-yielding asset classes (such as 

infrastructure). 

Asset management industry outlook 

For the asset management industry, 2018 might bring higher finan-

cial market volatility due to the geopolitical uncertainty. While the 

positive economic outlook generally supports stock markets, we 

believe that current valuation levels are very high already. In addition, 

central banks are increasingly likely to move further away from ac-

commodative monetary policies. We therefore expect a more modest 

capital market contribution to AuM growth. This may weigh down on 

net inflows in certain asset classes, while it might create opportunities 

in other areas. Investors may look to further de-risk into bonds as 

yields become more attractive. Furthermore, bonds continue to be 

particularly interesting for the growing number of retirees in devel-

oped countries as well as for liability-driven investors looking for a 

stable stream of income.  

The industry’s profitability remains under pressure from both con-

tinuous flows into passive products and rising distribution costs, so the 

trend towards industry consolidation will continue. At the same time, 

digital channels are expected to continue gaining prominence. 

Measures aimed at strengthening regulatory oversight and reporting 

could also affect profitability in the asset management sector. In 

order to continue growing, it is vital for asset managers to keep suffi-

cient business volumes, ensure efficient operations, and maintain 

strong investment performance. 

Overview: outlook and assumptions 2018 for the 
Allianz Group 
  

Outlook 2018  

ALLIANZ GROUP Operating profit of € 11.1 bn, plus or minus € 0.5 bn. 

Protection of shareholders’ value,  
while continuing to provide attractive returns and dividends. 

Selective profitable growth. 

PROPERTY-CASUALTY Growth in gross premiums written: approximately 2 % on an internal 
basis. 

Operating profit in the range of € 5.1 bn to € 5.7 bn. 

Achievement of our combined ratio target of 94 % or better. 

Pressure on operating investment income (net) to continue, due to 
reinvestments in a consistently low interest rate environment. 

LIFE/HEALTH Continue with focus on profitable growth and further shift new business 
mix towards capital efficient, unit-linked, and protection products. 
Revenues are expected to be in the range of € 62.0 bn to € 68.0 bn.  

Operating profit between € 3.9 bn and € 4.5 bn. 

RoE between 10.0 % and 12.0 %. 

Pressure on investment income due to low interest rates  
and continued capital market uncertainty. 

ASSET MANAGEMENT We expect a moderate increase in total AuM due to solid third-party net 
inflows at both AllianzGI and PIMCO in 2018, supported by a slightly 
positive market return.  

Operating profit in the range of € 2.1 bn to € 2.7 bn. 

Cost-income ratio between 60 % and 65 %. 
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ASSUMPTIONS 
Our outlook assumes no significant deviations from the following 

underlying assumptions: 

 

− Global economic growth is set to continue. 

− Modest rise in interest rates expected. 

− A 100 basis point increase or decrease in interest rates would, 

respectively, either raise or lower expected operating profit by 

approximately € 0.1 bn in the first year following the rate 

change. 

− No major disruptions of capital markets. 

− No disruptive fiscal or regulatory interference. 

− Level of claims from natural catastrophes at expected average 

levels. 

− Average U.S. Dollar to Euro exchange rate of 1.22. 

− A 10 % weakening or strengthening of the U.S. Dollar com-

pared to our planned exchange rate of 1.22 to the Euro 

would have a negative or positive impact on operating profits 

of approximately € 0.3 bn, respectively. 

Management’s assessment of expected revenues 
and earnings for 2018 
In 2017, our total revenues amounted to € 126.1 bn, a 3.0 % increase 

on a nominal and a 5.0 % increase on an internal basis1 compared to 

2016. For 2018, we envisage relatively stable total revenues, with 

Property-Casualty and Asset Management revenues showing an 

upward trend, while Life/Health revenues remaining rather stable due 

to our selective focus on profitable growth. 

Our operating profit was in the upper half of our target range in 

2017, hitting € 11.1 bn. For 2018, we envisage an operating profit of 

€ 11.1 bn, plus or minus € 0.5 bn, as we expect a favorable develop-

ment in the Property-Casualty business segment, rather stable results 

in the Asset Management business segment, and a slightly negative 

development in the Life/Health and Corporate and Other business 

segments. 

Our net income attributable to shareholders decreased slightly 

this past year, amounting to € 6.8 bn. Consistent with our disclosure 

practice in the past, and given the susceptibility of our non-operating 

results to adverse capital market developments, we refrain from 

providing a precise outlook for net income. That said, following the 

negative impact from the U.S. tax reform 2017 we expect a positive 

annual impact of approximately € 0.3 bn from the U.S. tax reform 

starting in 2018. As a consequence, and assuming no major disrup-

tions to occur in the capital markets, we anticipate an increase in net 

income for 2018. 

 

1_Operating revenues adjusted for foreign currency translation and (de)consolidation effects. 

PROPERTY-CASUALTY INSURANCE 
We expect our revenues to increase by approximately 2 % in 2018 

(2017: + 1.4 %), supported by favorable volume and price effects. 

Premium growth in 2018 is expected mainly from our Global 

Lines such as Allianz Partners, where our B2B2C business activities 

are bundled. Further growth is expected in our core European mar-

kets such as Germany, Spain and Italy, as well as in Turkey. 

We believe the overall slow rise in prices we witnessed in a num-

ber of markets in 2017 will continue in 2018. However, as in previous 

years we will keep our focus on achieving strong underwriting results 

by adhering to our strict underwriting discipline, and will be willing to 

accept a lower top line if target margins cannot be achieved. 

In 2017, our combined ratio was at 95.2 %, falling short of our ex-

pectation. This shortfall in profitability was driven by a number of 

natural catastrophes. In 2018, we expect to achieve our target com-

bined ratio of 94 %. The underlying assumption is that the aggregate 

effect of improvements in pricing, claims management, and produc-

tivity will compensate for any underlying claims inflation. Despite the 

high volatility of natural catastrophes in recent years, we assume 

impacts to revert back to our historic claims experience. 

As the low-interest-rate environment is likely to persist, invest-

ment income will remain under pressure due to the rather short dura-

tion of investments in the Property-Casualty business segment. Going 

forward, we will continue to take measures to adapt our investment 

strategy to changing market conditions.  

Overall, we expect our 2018 operating profit to be in the range 

of € 5.1 bn to € 5.7 bn (2017: € 5.1 bn). 

LIFE/HEALTH INSURANCE 
In 2017, our Life/Health operating profit was € 4.4 bn, thus exceeding 

the target range, mainly because of a higher net harvesting result 

and a higher technical margin. For 2018, we expect operating profit 

in our Life/Health business segment to be between € 3.9 bn and 

€ 4.5 bn. 

As pointed out in 2015, RoE is one of the key performance indica-

tors for the steering of our Life/Health business. In 2018, we expect 

the RoE of the Life/Health business segment to be between 10.0 % 

and 12.0 %.  

We will remain focused on shifting our new business mix towards 

capital-efficient, unit-linked, and protection products – which, in view 

of the prolonged low-yield environment, also match customer needs 

– while maintaining strong shareholder returns and building on our 

strong track record of product innovation. In addition, we will contin-

ue to actively manage both our new and in-force business through 

continuous repricing, expense management, asset/liability manage-

ment, and crediting strategies, which should allow us to further miti-

gate the impacts of difficult market conditions – particularly the low 

interest rates – and maintain our profitability targets. 

It must be noted, however, that market volatility, along with the 

level of net harvesting, can significantly affect the Life/Health busi-

ness segment results. 
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ASSET MANAGEMENT 
While we expect continued strong inflows in 2018 at both PIMCO 

and AllianzGI, a moderation of the exceptionally high inflows of 2017 

is likely to occur. Another growth opportunity should result from the 

integration of Allianz Capital Partners into AllianzGI on 

1 January 2018, with the opportunity to leverage this platform for 

external growth in the future. While we expect performance fees to 

decrease slightly, growth in AuM should drive an increase in man-

agement and loading fees, and thus a slight increase in operating 

revenues, which should more than offset the moderate increase of 

operating expenses we envisage. Pressure on profit growth is likely to 

come from a weaker U.S. Dollar compared to 2017. All in all, we 

envisage our operating profit to range between € 2.1 bn and € 2.7 bn 

in 2018 (2017: € 2.4 bn). 

In 2018, we continue to expect a cost-income ratio of well below 

65 % (2017: 61.9 %) despite the slightly negative impact on the cost-

income ratio related to the consolidation of Allianz Capital Partners 

into AllianzGI, supported by our focus on expense discipline and 

operational excellence. In the mid-term we expect our cost-income 

ratio to reach 60 %. 

CORPORATE AND OTHER 
Our Corporate and Other business segment recorded an operating 

loss of € 0.8 bn in 2017. We predict an operating loss in the range of 

€ 0.8 bn to € 1.0 bn for Corporate and Other (consolidation included) 

in 2018, as the positive impact in 2017, related to the cost allocation 

scheme for pension provisions, will not recur in 2018. 

Financing and liquidity  
development and capitalization 
The Allianz Group benefits from a very healthy liquidity position and 

excellent financial strength with a capitalization well above regulato-

ry requirements.  

As a result, we have full access to financial markets and are in a 

position to raise financing at low cost. We are committed to maintain-

ing our strong financial flexibility, which is supported by both a pru-

dent steering of our liquidity resources and a well-balanced debt 

maturity profile. 

We also monitor the capital position of the Group, as well as at 

each of our operating entities, very closely. In addition, we will contin-

ue to optimize the sensitivity of our solvency ratio to changes of inter-

est rates and spreads through asset/liability management and life 

product design. 

 

 

Expected dividend development1 

For 2017, the Allianz SE Board of Management and Supervisory 

Board propose a dividend of € 8.00 per share.  

In addition, Allianz SE has decided to launch a share buy-back 

program with a volume of up to € 2.0 bn as part of a previously 

announced policy to return capital to its shareholders on a flexible 

basis. The share buy-back program is based on the authorization 

granted by the Annual General Meeting on 7 May 2014. The buy-

back program, which started in January 2018, is envisaged to be 

executed in the first six months of 2018. Allianz SE will cancel all 

repurchased shares.  

Through prudent capital management, Allianz Group aims to 

maintain a healthy balance between an attractive yield and in-

vestment in profitable growth. We will continue to return 50  % of 

Allianz Group’s net income (attributable to shareholders) to share-

holders in the form of a regular dividend.  

Allianz also aims to keep the regular dividend per share at 

least at the level paid in the previous year. Allianz will also continue 

to return capital to its shareholders on a flexible basis. 

All of the above remains subject to a sustainable Solvency II ra-

tio above 160 %, which is substantially below our current level of 

229 %2 and 20 percentage points lower than our target range for 

the Solvency II ratio of 180 to 220  %. 

Management’s overall assessment of the current 
economic situation of the Allianz Group 
At the date of issuance of this Annual Report, and based on current 

information regarding natural catastrophes and capital market 

trends – in particular foreign currency, interest rates, and equities –, 

the Board of Management has no indication that the Allianz Group is 

facing any major adverse developments. 
 

 

 

 

 
Cautionary note regarding forward-looking statements 

The statements contained herein may include prospects, 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. Actual results, performance, or events may differ materially from 

those expressed or implied in such forward-looking statements. 

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and 

competitive situation, particularly in the Allianz Group’s core business and core markets, (ii) performance of 

financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of 

insured loss events, including natural catastrophes, and the development of loss expenses, (iv) mortality and 

morbidity levels and trends, (v) persistency levels, (vi) particularly in the banking business, the extent of credit 

defaults, (vii) interest rate levels, (viii) currency exchange rates, including the Euro/U.S. Dollar exchange rate, 

(ix) changes in laws and regulations, including tax regulations, (x) the impact of acquisitions, including related 
integration issues and reorganization measures, and (xi) 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 pro-

nounced, as a result of terrorist activities and their consequences.  

 

No duty to update 

The company assumes no obligation to update any information or forward-looking statement contained 

herein, save for any information required to be disclosed by law. 

 

1_This represents the management’s current intention and may be revised in the future. Also, the decision regarding 

dividend payments in any given year is subject to specific dividend proposals by the Management and Supervisory 

Boards, each of which may elect to deviate if appropriate under the then prevailing circumstances, as well as to the 

approval of the Annual General Meeting. 

2_Includes share buy-back. 




