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This Amended Annual Report on Form 20-F/A dated November 28, 2003 is being
filed by Allianz Aktiengesellschaft to amend the Annual Report on Form 20-F for
the fiscal year ended December 31, 2002 filed on July 11, 2003. The principal
changes are as follows: (1) we have amended "Item 18. Financial Statements" to
(1) revise certain prior year financial statement items, as described in Note 2;
(ii) correct various prior year unrealized gain and loss amounts for securities
available for sale; and (iii) include an audit report from KPMG Deutsche
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Unless otherwise indicated, when we use the term "consolidated financial
statements, " we are referring to the consolidated financial statements
(including the related notes) of Allianz Aktiengesellschaft (or Allianz AG, and
together with its consolidated subsidiaries, the Allianz Group) as of December
31, 2002 and 2001 and for each of the years in the three-year period ended
December 31, 2002, which have been audited by KPMG Deutsche
Treuhand-Gesellschaft AG Wirtschaftsprufungsgesellschaft. The consolidated
financial statements have been prepared in accordance with International
Financial Reporting Standards (or IFRS), which differ in certain respects from
accounting principles generally accepted in the United States of America (U.S.
GAAP) . For a discussion of significant differences between IFRS and U.S. GAAP,
you should read Note 45 to the consolidated financial statements. All 1999 and
1998 balances have been restated to reflect the retroactive consolidation of
certain investment funds in accordance with IAS Standing Interpretations
Committee (or SIC) 12. Note 45 to our consolidated financial statements includes
a restatement of previous U.S. GAAP reconciling items for the year ended
December 31, 2000. Income statement balances in 2002 and 2001 have been
reclassified to reflect the elimination of certain amounts recorded as both
reserve adjustments and expenses. In addition, the amounts set forth in some of
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the tables may not add up to the total amounts given in those tables due to
rounding.

References herein to "DM" are to Deutsche marks, references to "$", "USS"
and "U.S. dollars" are to United States dollars and references to "E" and "euro"
are to the euro, the single currency established for participants in the third
stage of the European Economic and Monetary Union (or EMU), commencing January
1, 1999. We refer to the countries participating in the third stage of the EMU
as the "euro zone."

Prior to December 31, 1998, we prepared and reported our consolidated
financial statements in DM. With the introduction of the euro on January 1,
1999, we have adopted the euro as our reporting currency. Accordingly, our DM
consolidated financial statements for 1998 have been restated into euro using
the official fixed conversion rate of E1.00 = DM1.95583. Our 1998 restated euro
financial statements depict the same trends as would have been presented if the
financial statements had been continued to be presented in DM. However, the
consolidated financial statements will not be comparable to the euro financial
statements of other companies that previously reported their financial
information in a currency other than DM.

For convenience only (except where noted otherwise), some of the euro
figures have been translated into U.S. dollars at the rate of US$1.1710 = E1.00,
the noon buying rate in New York for cable transfers in euros certified by the
Federal Reserve Bank of New York for customs purposes on June 18, 2003. These
translations do not mean that the euro amounts actually represent those U.S.
dollar amounts or could be converted into U.S. dollars at those rates. See "Key
Information -- Exchange Rate Information" for information concerning the noon
buying rates for the DM and the euro from January 1, 1998 through June 18, 2003.

Unless otherwise indicated, when we use the terms "gross premiums," "gross
premiums written" and "gross written premiums," we are referring to premiums
(whether or not earned) for insurance policies written during a specific period,
without deduction for premiums ceded to reinsurers, and when we use the terms
"net premiums," "net premiums written" and "net written premiums," we are
referring to premiums (whether or not earned) for insurance policies written
during a specified period, after deduction for premiums ceded to reinsurers.

Unless otherwise indicated, we have obtained data regarding the relative
size of various national insurance markets from annual reports prepared by
SIGMA, an independent organization which publishes market research data on the
insurance industry. In addition, unless otherwise indicated, insurance market
share data are based on gross premiums written. Data on market share within
particular countries 1is based on our own internal estimates.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This annual report includes "forward-looking statements" within the meaning
of the safe harbor provisions of The Private Securities Litigation Reform Act of
1995. These include statements under "Information on the Company and Operating
and Financial Review and Prospects," "Quantitative and Qualitative Disclosures
About Market Risk" and elsewhere in this annual report relating to, among other
things, our future financial performance, plans and expectations regarding
developments in our business, growth and profitability, and general industry and
business conditions applicable to the Allianz Group. These forward-looking

statements can generally be identified by terminology such as "may," "will,"
"should, " "expects," "plans," "intends," "anticipates," "believes," "estimates,"
"predicts, " "potential," or "continue" or other similar terminology. We have

based these forward-looking statements on our current expectations, assumptions,
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estimates and projections about future events. These forward-looking statements
are subject to a number of risks, uncertainties, assumptions and other factors
that may cause our actual results, performance or achievements or those of our
industry to be materially different from or worse than those expressed or
implied by these forward-looking statements. These factors include, without
limitation:

- general economic conditions, including in particular economic conditions
in our core business areas and core markets;

— function and performance of global financial markets, including emerging
markets;

- frequency and severity of insured loss events, including terror attacks,
environmental and asbestos claims;

— mortality and morbidity levels and trends;
- persistency levels;
- interest rate levels;

— currency exchange rate developments, including the euro/U.S. dollar
exchange rate;

— levels of additional loan loss provisions due to weakening credit
quality;

— further impairments of investments;

- general competitive factors, in each case on a local, regional, national
and global level;

- changes in laws and regulations, including in the United States and in
the European Union;

— changes in the policies of central banks and/or foreign governments;

— the impact of our acquisition of Dresdner Bank AG, including related
integration and restructuring issues; and

- terror attacks, events of war, and their respective consequences.

2

PART T
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISORS
Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION
SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data set forth below are derived from
our consolidated financial statements, which have been audited by KPMG Deutsche
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Treuhand-Gesellschaft AG Wirtschaftsprufungsgesellschaft.

We prepare our consolidated financial statements in accordance with IFRS,
which differ in certain significant respects from U.S. GAAP. For a description
of the significant differences between IFRS and U.S. GAAP and a reconciliation
of certain income statement and balance sheet items to U.S. GAAP, you should
read Note 45 to the consolidated financial statements.

You should read the information below in conjunction with our consolidated

financial statements and the other financial information we have included
elsewhere in this annual report.

AT OR FOR THE YEAR ENDED DECEMBER 31,

(IN MILLIONS, EXCEPT PER SHARE DATA)

IFRS CONSOLIDATED INCOME STATEMENT

DATA
Gross premiums written (3)
Property-Casualty............... 50,697 43,294 42,137 38,382 36,027
Life/Health........... ... 24,196 20,663 20,145 20,239 18,473
Consolidation adjustments(4).... (941) (804) (694) (7306) (693)
e o= 73,952 63,153 61,588 57,885 53,807
Premiums earned (net)............. 64,561 55,133 52,745 49,907 46,182
Total income
Property-Casualty............... 65,056 55,556 48,770 45,197 42,079
Life/Health......... ..., 42,784 36,536 34,092 37,251 32,723
Banking Operations.............. 24,913 21,275 12,755 1,722 1,795
Asset Management Operations..... 3,730 3,185 2,738 1,722 693
Consolidation adjustments(4).... (10, 394) (8,876) (2,705) (2,103) (1,471)
e o= 126,089 107,676 95,650 83,789 75,819
Net dncome. ......ouiiiieieenennn. (1,439) (1,229) 1,585 3,448 2,317
FEarnings per share................ (5.93) (5.06) 6.51 14.05 9.46
Earnings per share, diluted....... (5.93) (5.00) 6.51 14.05 9.46

U.S. GAAP CONSOLIDATED INCOME

STATEMENT DATA
Net income.......uuiiiiiienennnnn (1,475) (1,260) 4,246 6,519(5) 2,869
Net income per share.............. (6.39) (5.40) 18.79 28.85(5) 11.70

AT OR FOR THE YEAR ENDED DECEMBER 31,

(IN MILLIONS, EXCEPT PER SHARE DATA)

2,185
9.01
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IFRS CONSOLIDATED BALANCE SHEET

DATA
Total investments(6).............. 845,567 722,090 809,630 350,895 331,700
Total assets. ..., 997,893 852,172 942,986 440,008 410,690
Total insurance reservesS.......... 358,048 305,763 299,512 284,824 268,064
Total liabilities................. 972,514 830,499 911,373 404,416 381,014
Issued capital and capital

TS E VS e v vt vttt aeeeeeee s 17,313 14,785 14,769 7,994 7,811
Shareholders' equity.............. 25,379 21,673 31,613 35,592 29,676
Shareholders' equity per share.... 104 89 131 145 121
Weighted average number of shares

outstanding

2= o 284.3 242.8 243.6 245.4 245.0

Diluted.....cooiiiiiiiienn.. 284.3 242.8 243.6 245.4 245.0

U.S. GAAP CONSOLIDATED BALANCE
SHEET DATA

Shareholders' equity.............. 26,741 22,836 31,655 35,102 (5) 30,003
Shareholders' equity per share.... 116 99 140 155(5) 122
OTHER FINANCIAL AND OPERATING DATA

Combined ratio (for the period)... 105.7% 105.7% 108.8% 104.9% 104.5%
Third-party assetsS.....eveeeueen.. 656,449 560,588 620,458 336,424 29,506
Market capitalization............. 25,892 22,111 64,156 97,813 81,920

(1) Amounts given in euros have been translated for convenience only into U.S.
dollars at the rate of US$1.1710 = E1.00, the noon buying rate in New York
for cable transfers in euros certified by the Federal Reserve Bank of New
York for customs purposes on June 18, 2003. See "Presentation of Financial
and Other Information."

(2) All 1998 balances have been restated from Deutsche marks into euros using
the official fixed conversion rate. See "Presentation of Financial and Other
Information."

(3) In some countries, health insurance operations are reflected in either or
both of the property-casualty and life/health segments in accordance with
local practice and regulatory considerations.

(4) Represents the elimination of intercompany transactions between Group
companies in different segments.

(5) See Note 45 to our consolidated financial statements for a discussion of our
restatement of previous U.S. GAAP reconciling items.

(6) Includes separate account assets. For additional information on investments,
see "Information on the Company and Operating and Financial Review and
Prospects ——- Asset Management Operations."

DIVIDENDS
The following table sets forth the annual dividends paid per ordinary share

and American Depositary Share (or ADS) equivalent for 1998 through 2002. The
table does not reflect the

related tax credits available to German taxpayers. See "Additional
Information —-- Taxation —-- German Taxation -- Taxation of Dividends."

300,868
365,575
237,663
340,508

7,721
25,066
103

242.5
242.5

25,457
104

100.8%
22,548
77,513
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DIVIDEND DIVIDEND PAID
PER ORDINARY PER ADS
SHARE EQUIVALENT
E(1) $(2) E(1) $(2)
I 1.12 1.06 0.112 0.106
R 1.25 1.18 0.125 0.118
O 1.50 1.42 0.150 0.142
O 1.50 1.42 0.150 0.142
O 1.50 1.76 0.150 0.176

(1) Dividends for 1998 were declared in Deutsche marks.

(2) Dividend amounts given in euros have been translated for convenience only
into U.S. dollars at the rate of US$1.1710 = E1.00, the noon buying rate in
New York for cable transfers in euros certified by the Federal Reserve Bank
of New York for customs purposes on June 18, 2003. See "Presentation of
Financial and Other Information."

Although the ability to pay future dividends will depend upon our future
earnings, financial condition (including our cash needs), prospects and other
factors, we do not presently anticipate any changes to our current dividend
policy. However, you should not assume that any dividends will actually be paid
or make any assumptions about the amount of dividends which will be paid in any
given year. See "Financial Information -- Dividend Policy."

EXCHANGE RATE INFORMATION

Germany 1s a member of the European Community. Pursuant to the Maastricht
Treaty to which Germany and other members of the European Community are
signatories, the euro is legal tender in those member states of the EMU that
satisfied the convergence criteria set forth in the Maastricht Treaty, including
Germany. The euro replaced the Deutsche mark as the official currency of Germany
on January 1, 1999, after which the Deutsche mark continued to exist solely as a
subdivision of the euro. The Deutsche mark ceased to be legal tender in the
Federal Republic of Germany on January 1, 2002. The conversion rate between the
Deutsche mark and the euro in the period between January 1, 1999 and January 1,
2002 was fixed by the Council of the European Union at DM1.95583 = E1.00.

As of January 1, 1999, we declare all dividends in euros. As a result,
euro/U.S. dollar exchange rate fluctuations will affect the U.S. dollar
equivalent of any cash dividend received by holders of ordinary shares or ADSs.

The table below sets forth, for the periods indicated, information
concerning the noon buying rates for the euro expressed in U.S. dollars per
E1.00. No representation is made that the euro or U.S. dollar amounts referred
to herein could be or could have been converted into U.S. dollars or euros, as
the case may be, at any particular rate or at all.

Since the euro did not exist prior to January 1, 1999, we cannot present
actual exchange rates between the euro and the U.S. dollar for earlier periods
in our consolidated financial statements and in the other financial information
discussed in this annual report. To enable you to ascertain how the trends in
our financial results might have appeared had they been expressed in U.S.
dollars, the table below shows the high, low, average and period-end exchange
rates of U.S. dollars per euro for the periods shown. For all periods prior to
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the creation of the euro on January 1, 1999, this information has been
calculated using the noon buying rates for the Deutsche mark per US$1.00 for
each period, as translated into euro at the official fixed rate of DM1.95583 =
E1.00.

5
PERIOD
HIGH LOW AVERAGE (1)
($ PER E1.00)

S 1.2178 1.0548 1.1120
S 1.1812 1.0016 1.0588
2000 . it et e e e e e e e e e e e 1.0335 0.8270 0.9207
200 . e e e e e e e e e e e e e 0.9535 0.8370 0.8909
2002 . e e e e e e e e e e e e 1.0485 0.9927 0.9495
JD L] 111 0o 1.0485 0.9927 1.0206

2003
JANUATLY ¢ e e e e e e e e ee e e e e eaeeeeeeseeaeeeeeeeeeneeees 1.0861 1.0361 1.0550
Y o ok 6 = 1.0875 1.0708 1.0770
1 el o) o 1.1062 1.0545 1.0868
72 e 1.1180 1.0621 1.1042
1 1.1853 1.1200 1.1502
June (until June 18, 2003) ... .t 1.1870 1.1678 1.1790

(1) Computed using the average of the noon buying rates for Deutsche marks or
euros on the last business day of each month during the relevant annual
period or on the first and last business days of each month during the
relevant monthly period.

On June 18, 2003, the noon buying rate for the euro was US$1.1710.

RISK FACTORS

You should carefully review the following risk factors together with the
other information contained in this annual report before making an investment
decision. Our financial position and results of operations may be materially
adversely affected by each of these risks. The market price of our ADSs may
decline as a result of each of these risks and investors may lose the value of
their investment in whole or in part. Additional risks not currently known to us
or that we now deem immaterial may also adversely affect our business and your
investment.

INTEREST RATE VOLATILITY MAY ADVERSELY AFFECT OUR RESULTS OF OPERATIONS.

Changes in prevailing interest rates (including changes in the difference
between the levels of prevailing short- and long-term rates) can affect our
insurance, asset management and banking results. Over the past several years,
movements in both short- and long-term interest rates have affected the level
and timing of recognition of gains and losses on securities held in our various
investment portfolios. Our investment portfolios are heavily weighted toward
euro-denominated fixed-income investments. Accordingly, interest rate movements
in the euro zone will significantly affect the value of our investment

PERIOD
END

.1733
.0070
.9388
.8901
.0485
.0485

RO o e

.0739
.0779
.0900
.1180
.1766
.1710

e = =

10
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portfolios. In 2002, lower interest rates resulted in a decline in current
income from new investments in fixed-income securities as higher yielding
investments matured. An increase in interest rates could substantially decrease
the value of the fixed income portfolio, and any unexpected change in interest
rates could materially adversely affect our bond and interest rate derivative
positions.

Excluding separate account assets and trading assets, our insurance
investment portfolio consists primarily of fixed income securities, which
represented approximately 74% of our insurance investments at December 31, 2002.
Excluding trading assets, certain loans to banks and loans to customers, our
banking investment portfolio consists primarily of fixed-income securities
(approximately 65% at December 31, 2002).

The short-term impact of interest rate fluctuations on our life/health
insurance business may be reduced in part by products designed to partly or
entirely transfer our exposure to interest rate movements to the policyholder.
While product design reduces our exposure to interest rate volatility, changes
in interest rates will impact this business to the extent they result in changes
to current interest income, impact the value of our fixed income portfolio, and
affect the levels of new product sales or surrenders of business in force. In
addition, reductions in the investment income below the rates assumed in product
pricing, or below the regulatory minimum required rates in countries such as
Germany and Switzerland, would reduce or eliminate the profit margins on the
life/health insurance business written by our life/health subsidiaries.

Results of our asset management business may also be affected by movements
in interest rates, since management fees are generally based on the value of
assets under management, which fluctuate with changes in the level of interest
rates.

In addition, our management of interest rate risks affects the results of
our banking operations. The composition of our banking assets and liabilities,
and any mismatches resulting from that composition, cause the net income of our
banking operations to vary with changes in interest rates. We are particularly
impacted by changes in interest rates as they relate to different maturities of
contracts and the different currencies in which we hold interest rate positions.
A mismatch with respect to maturity of interest-earning assets and
interest-bearing liabilities in any given period can have a material adverse
effect on the financial position or results of operations of our banking
business. In 2002, both the net interest margin and the net interest spread in
our banking operations declined significantly from 2001 levels, due to changes
in the mix of our assets and liabilities. If we are unable to manage any
mismatch between our interest earning-assets and interest-bearing liabilities,
the consequences of further declines in net interest margin and net interest
income could have a material adverse effect on our results of operations. For

additional information, see "Information on the Company and Operating and
Financial Review and Prospects —-- Selected Statistical Information Relating to
Our Banking Operations."

OUR INVESTMENT PORTFOLIO IS SIGNIFICANTLY EXPOSED TO EQUITY SECURITIES. MARKET
RISKS COULD IMPAIR THIS PORTFOLIO AND ADVERSELY IMPACT OUR FINANCIAL POSITION
AND RESULTS OF OPERATIONS.

We hold a significant equity portfolio, which represented approximately 19%
of our investments (excluding separate account assets, trading assets, certain
loans to banks and loans to customers) at December 31, 2002. Our equity
investment portfolio includes, in particular, large stakes in a number of major
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German companies, including Munchener Ruckversicherungs-Gesellschaft
Aktiengesellschaft in Munchen (or Munich Re) and Beiersdorf AG, significant
holdings in companies in France and Italy and equity investments in companies in
virtually all major financial markets of the world. Fluctuations in equity
markets affect the market value and liquidity of these holdings.

Most of our assets and liabilities are recorded at fair value, including
trading assets and liabilities, and securities available for sale. Changes in
the value of securities held for trading purposes are recorded through the
consolidated statement of income. Changes in the market value of securities
available for sale are recorded directly in the consolidated shareholders'
equity. Securities available for sale are reviewed regularly for impairments,
and valuation writedowns to fair value are charged to income if an other than
temporary diminution in wvalue occurs. If a decline in the market value below the
original cost of an available for sale security is considered other than
temporary, the decline in value will be recorded in the consolidated income
statement. A decline in the market value below the original cost of a security
available for sale generally is determined to be other than temporary if it is
20% or more below book value for more than six consecutive months.

In 2002, developments in the capital markets had a significant impact on
our investment portfolios, reducing their value by E60.0 billion. In particular,
reduced valuations of our equity portfolio led to a reduction of approximately
E7.2 billion in the amount of net unrealized gains in our shareholders' equity.
We recorded an additional net income effect of E846 million from impairment
losses on our equity portfolio in the first quarter of 2003. If equity markets
continue to decline, further significant impairments affecting net income and
reductions in shareholders' equity could be realized in 2003. Accordingly, in
the event of further market declines, there can be no assurance as to the amount
or timing of future unrealized losses or impairments of equity securities, which
may, in each case, materially adversely impact our results of operations and
shareholders' equity.

MARKET FACTORS, AS WELL AS A LACK OF IMPROVEMENT IN OUR OPERATING PERFORMANCE,
COULD ADVERSELY AFFECT GOODWILL, DEFERRED ACQUISITION COSTS AND DEFERRED TAX
ASSETS; OUR DEFERRED TAX ASSETS ARE ALSO POTENTIALLY IMPACTED BY CHANGES IN
GERMAN TAX LEGISLATION.

The current uncertain trends and investment climate in many of our major
markets have adversely affected our businesses and profitability in 2002 and can
be expected to continue to do so unless conditions improve.

Business and market conditions may impact the amount of goodwill we carry
in our consolidated accounts. As of December 31, 2002 we have recorded goodwill
in an aggregate amount of E13,786 million, of which E2,216 million relates to
our banking business, E5,079 million to our asset management business and E6,491
million relates to our insurance business.

Our banking operations, of which Dresdner Bank represents by far the most
significant component, reported a net loss of E1,358 million for the year ended
December 31, 2002. See "Information on the Company and Operating and Financial
Review and Prospects —-- Banking Operations —-- Results of Operations."
Notwithstanding such loss, at December 31, 2002, we concluded that a writedown
of the goodwill relating to Dresdner Bank was not required. We are

implementing further turnaround steps and continue to expect the turnaround of
our banking operations in the near future. If conditions in our banking
operations do not improve or continue to deteriorate, however, an impairment
test for the fiscal year 2003 could result in a significant writedown of
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goodwill, adversely impacting our results of operations. As the value of certain
other parts of our businesses, including in particular our asset management
business, are also significantly impacted by such factors as the state of
financial markets and ongoing operating performance, significant declines in
financial markets or operating performance could also result in impairment of
other goodwill carried by us and result in further significant writedowns, which
could be material.

The assumptions we made with respect to recoverability of deferred
acquisition costs (or DAC), particularly in our annuity business in the United
States, are also affected by such factors as operating performance and market
conditions. DAC is incurred in connection with the production of new business
and deferred, to be amortized generally in proportion to profits expected to be
generated over the life of the underlying contracts. If the assumptions on which
expected profits are based prove to be incorrect, it may be necessary to
accelerate amortization of DAC, which could materially adversely affect results
of operations.

As of December 31, 2002, we had a total of E13,311 million in deferred tax
assets. We also recorded deferred tax liabilities of E12,188 million. The
calculation of the respective tax assets and liabilities is based on current tax
laws and accounting standards and depends on the performance of the Group as a
whole and certain business units in particular. At December 31, 2002, E4,910
million (E3,019 million as of December 31, 2001) of deferred tax assets depended
on the ability to use existing tax-loss carry forwards.

Changes in tax legislation or regulations or an operating performance below
currently anticipated levels may lead to a significant impairment of tax assets.
The Draft Bill on the Reduction of Tax Privileges
(Steuervergunstigungsabbaugesetz) proposed by the German government accordingly
provided for a minimum taxation, pursuant to which tax loss carryforwards could
be offset against only 50% of taxable profits for purposes of corporate and
trade income tax. In addition, the proposal included limitations on the use of
tax credits from prior year profits in connection with profit distributions.
After the draft act was passed by the German First Chamber (Bundestag) and
rejected by the Second Chamber (Bundesrat), on April 9, 2003, the Mediation
Committee (Vermittlungsausschuss) of the Bundestag and Bundesrat proposed a
compromise to the Draft Bill on the Reduction of Tax Privileges. The proposed
compromise included essentially a temporary restriction of the use of accrued
corporate tax credits through the introduction of a three-year moratorium. The
proposals that were not included in the compromise, however, are expected to be
reintroduced, perhaps in modified form in a separate legislative process. In
this case, we could be obligated to write-off certain tax assets. Tax assets may
also need to be written down if certain assumptions of profitability prove to be
incorrect, as losses incurred for longer than expected will make the usability
of tax assets more unlikely. Any such development may have a material adverse
impact on our results of operations.

ALLIANZ AG OPERATES BOTH AS A REINSURANCE COMPANY AND AS A HOLDING COMPANY FOR
THE ALLIANZ GROUP, AND IS EXPOSED TO VARIOUS LIQUIDITY RISKS.

Allianz AG acts as the principal reinsurer for the Group companies. At the
same time, Allianz AG is a holding company, conducting its insurance and
financial services operations through direct and indirect subsidiaries. In
addition to premiums from our reinsurance operations, the principal sources of
Allianz AG's funds are dividends received from subsidiaries, associated
companies and other equity investments as well as funds that we may raise from
time to time through the issuance of debt or equity securities or through bank
or other borrowings. Allianz AG's uses of funds include payment of interest on
our outstanding debt, obligations arising in our reinsurance business, which may

13



Edgar Filing: ALLIANZ AKTIENGESELLSCHAFT - Form 20-F/A

include large and unpredictable claims including

catastrophe claims, as well as the funding of potential capital requirements of
our operating subsidiaries or of acquisitions.

As of December 31, 2002, Allianz AG had total outstanding debt of E35,475
million (2001: E23,219 million), including amounts owed to credit institutions
of E2,247 million, outstanding subordinated debt instruments of E3,575 million
and outstanding non-subordinated debt instruments of E29,654 million (2001:
E3,079 million, EO million and E20,140 million, respectively). For the year
ended December 31, 2002, Allianz AG made payments of E1,111 million in respect
of interest on outstanding debt. E1,810 million of long-term debt of Allianz AG
to non-Group companies matures during 2003. Allianz AG has implemented a hedging
strategy to protect its equity portfolio from further losses due to downward
market moves. This strategy includes the use of forward contracts for
which —-- in the case of adverse market moves —-- margin payments have to be made.
Those margin payments have to be made in cash. In addition, on each of March 31,
2003 and June 30, 2003, respectively, a subsidiary of Allianz AG received notice
from the former parent company of our asset management subsidiary PIMCO Group
(or PIMCO) that such former parent company had exercised its right to put US$250
million of its remaining ownership interest in PIMCO to Allianz, with payment
therefor due by April 30, 2003 and July 31, 2003, respectively. The first such
payment was made on April 14, 2003. For additional discussion concerning these
put arrangements, see "Information on the Company and Operating and Financial

Review and Prospects —-- Recent Developments" and "Information on the Company and
Operating and Financial Review and Prospects —-- Asset Management

Operations —-—- Results of Operations —-- Year Ended December 31, 2002 compared to
Year Ended December 31, 2001 -- Net Income."

Allianz AG expects that its premiums from its own reinsurance business,
together with dividends and other amounts received from subsidiaries, associated
companies and other investments, will continue to cover its operating expenses,
including interest payments on its outstanding debt, together with its
reinsurance and other obligations. As a holding company, Allianz AG can offer no
assurance, however, that funds available to it will continue to be sufficient to
meet its operating expenses, funding obligations and interest payments in the
future, and that it will not need to raise additional funds from time to time
through the issuance of debt or equity securities, through bank or other
borrowings or through dispositions of assets or other transactions, nor as to
the adequacy or timing of any such measures.

LOSS RESERVES FOR OUR PROPERTY-CASUALTY INSURANCE AND REINSURANCE POLICIES ARE
BASED ON ESTIMATES AS TO FUTURE CLAIMS LIABILITIES. IN 2002, WE MADE SIGNIFICANT
ADDITIONAL RESERVES RELATING TO ASBESTOS—-RELATED AND ENVIRONMENTAL CLAIMS IN THE
UNITED STATES AND IN CONNECTION WITH DISCONTINUED AND RUN-OFF BUSINESSES.
FURTHER ADVERSE DEVELOPMENTS RELATING TO CLAIMS COULD LEAD TO FURTHER RESERVE
ADDITIONS AND MATERIALLY ADVERSELY IMPACT OUR RESULTS OF OPERATIONS.

In accordance with industry practice and accounting and regulatory
requirements, we establish reserves for loss and loss adjustment expenses
related to our property-casualty insurance and reinsurance businesses, including
discontinued property and casualty business in run-off. Reserves are based on
estimates of future payments that will be made in respect of claims, including
expenses relating to such claims. Such estimates are made both on a case-by-
case basis, based on the facts and circumstances available at the time the
reserves are established, as well as in respect of losses that have been
incurred but not reported (or IBNR) to the Group. These reserves represent the
estimated ultimate cost necessary to bring all pending reported and IBNR claims
to final settlement.
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Reserves, including IBNR reserves, are subject to change due to a number of
variables which affect the ultimate cost of claims, such as changes in the legal
environment, results of litigation, changes in medical costs, costs of repairs
and risk factors such as inflation. Our earnings depend significantly upon the
extent to which our actual claims experience is consistent with the assumptions
we use in setting the prices for products and establishing the liabilities for
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obligations for technical provisions and claims. To the extent that our actual
claims experience is less favorable than the underlying assumptions used in
establishing such liabilities, we may be required to increase our reserves,
which may materially adversely effect earnings.

Reserves Generally. Established loss reserves estimates are periodically
adjusted in the ordinary course of settlement, using the most current
information available to management, and any adjustments resulting from changes
in reserve estimates are reflected in current results of operations. We also
conduct reviews of various lines of business to consider the adequacy of reserve
levels, as we did recently with our asbestos and environmental exposure in the
United States. Based on current information available to us and on the basis of
our internal procedures, our management considers that these reserves are
adequate. However, because the establishment of claims reserves 1is an inherently
uncertain process, there can be no assurance that ultimate losses will not
materially exceed our loss reserves and have a material adverse effect on our
earnings. See "Information on the Company and Operating and Financial Review and
Prospects ——- Property-Casualty Insurance Reserves -- General."

Asbestos-related and Environmental Pollution Claims. 1In relation to
asbestos-related and environmental pollution, it has been necessary, and may
over time continue to be necessary, to revise estimated potential loss exposure
and, therefore, the related loss reserves. Changes in law, novel or changing
policy interpretations, evolving judicial theories as well as developments in
class action litigation add to the uncertainties inherent in claims of this
nature. As a result, we continue to monitor developments in asbestos-related and
environmental claims and may determine that further adjustments in the reserve
amounts are required in the future. In 2002, reserves were increased for
asbestos and environmental claims in the United States by E762 million following
external and internal actuarial reviews.

Discontinued and Run-off Insurance Businesses. We maintain loss reserves
in our discontinued and run-off insurance businesses to cover our estimated
ultimate liability for losses and loss adjustment expenses for reported and
unreported losses incurred as of the end of each accounting period. We have
discontinued certain lines of business formerly pursued by Fireman's Fund
Insurance Company (or Fireman's Fund) in the United States, including the
surety, national accounts, diversified risk and medical malpractice lines of
business. Commercial auto liability, medical malpractice, other liability and
workers' compensation reserves were increased in respect of prior years in the
amount of E230 million in 2002. We believe that reserves associated with
discontinued lines are adequate; however, the costs and liabilities associated
with these divested and run-off businesses and other contingent liabilities
could cause us to take additional charges that could be material to our results
of operations. In particular, Fireman's Fund has issued surety bonds in favor of
certain companies, some of which are currently experiencing financial
difficulties. In the case of a default in respect of the obligations covered by
the surety bonds, Fireman's Fund could be required to establish significant
additional loss reserves.

ACTUARIAL EXPERIENCE AND OTHER FACTORS COULD DIFFER FROM THAT ASSUMED IN THE
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CALCULATION OF LIFE/HEALTH ACTUARIAL RESERVES AND PENSION LIABILITIES.

The assumptions we make in assessing our life/health insurance reserves may
differ from what we experience in the future. We derive our life/health
insurance reserves using "best estimate" actuarial practices and assumptions.
These assumptions include the assessment of the long term development of
interest rates, investment returns, the allocation of investments between
equity, fixed income and other categories, policyholder bonus rates (some of
which are guaranteed), mortality and morbidity rates, policyholder lapses and
future expense levels. We monitor our actual experience of these assumptions and
to the extent that we consider that this experience will continue in the longer
term we refine our long-term assumptions. Similarly, estimates of our own
pension obligations necessarily depend on assumptions concerning future
actuarial, demographic, macroeconomic and financial markets developments.
Changes in any
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such assumptions may lead to changes in the estimates of life/health insurance
reserves or pension obligations.

We have a substantial portfolio of contracts with guaranteed investment
returns, including endowment and annuity products for the German market as well
as certain guaranteed contracts in other markets. The amounts payable by us at
maturity of an endowment policy in Germany and in certain other markets include
a "guaranteed benefit," an amount that, in practice, 1is equal to a legally
mandated maximum rate of return on actuarial reserves. In Germany, this rate is
currently 3.25% per year for policies issued on or after July 1, 2000 and with
euro as applicable currency, and for policies issued through June 2000, the
maximum rate of return is 4.0% per annum. For policies issued prior to 1995, the
maximum rate is 3.5% or 3.0%, depending on the generation of tariff. The average
interest rate that was guaranteed in Germany at the end of 2002 was
approximately 3.5%. If interest rates should remain at current historically low
levels, we could be required to provide additional funds to our life/health
subsidiaries to support their obligations in respect of products with higher
guaranteed returns, or increase reserves in respect of such products, which
could in turn have a material adverse effect on our results of operations.

In the United States, we have a substantial portfolio of contracts with
guaranteed investment returns indexed to equity markets. We enter into hedging
arrangements in order to meet the expected returns of the contracts. There can
be no assurance that the hedging arrangements will satisfy the returns
guaranteed to policyholders.

OUR FINANCIAL RESULTS MAY BE MATERIALLY ADVERSELY AFFECTED BY THE OCCURRENCE OF
CATASTROPHES.

Portions of our property and casualty insurance cover losses from
unpredictable events such as hurricanes, windstorms, hailstorms, earthquakes,
fires, industrial explosions, freezes, riots, floods and other man-made or
natural disasters. The incidence and severity of these catastrophes in any given
period are inherently unpredictable.

Although we monitor our overall exposure to catastrophes and other
unpredictable events in each geographic region, each of our subsidiaries
independently determines its own underwriting limits related to insurance
coverage for losses from catastrophic events. We generally seek to reduce our
exposure to these events through the purchase of reinsurance, selective
underwriting practices and by monitoring risk accumulation. However, such
efforts to reduce exposure may not be successful and claims relating to
catastrophes may result in unusually high levels of losses and could have a
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material adverse effect on our financial position or results of operations.
During 2002 and 2001 we incurred significant catastrophe losses, in particular
net claims costs of approximately E1.5 billion relating to the terrorist attack
of September 11, 2001. We also suffered losses from severe flooding in Germany
and Central and Eastern Europe which adversely affected our results by E710
million in 2002. If catastrophes affecting properties insured by us continue to
occur with such frequency or with greater frequency or severity than has
historically been the case, related claims could have a material adverse effect
on our consolidated financial position, results of operations and cash flows.

WE HAVE SIGNIFICANT COUNTERPARTY RISK EXPOSURE.
We are subject to a variety of counterparty risks, including:

General credit risks. Third parties that owe us money, securities or other
assets may not pay or perform under their obligations. These parties include the
issuers whose securities we hold, borrowers under loans made, customers, trading
counterparties, counterparties under swaps and credit and other derivative
contracts, clearing agents, exchanges, clearing houses and other financial
intermediaries. These parties may default on their obligations to us due to
bankruptcy, lack of liquidity, downturns in the economy or real estate values,
operational failure or other reasons. In addition, under credit default swaps,
which Dresdner Bank has entered into,
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Dresdner Bank may become obliged to make payments if and when a default of a
particular debtor occurs.

During 2002, we recognized losses of E2,818 million due to these credit
exposures, including writedowns and write-offs in our fixed income portfolio.
The current uncertain trends and investment climate in financial markets have
resulted in an increase in investment impairments on our investment assets due
to defaults and credit downgrades and a further downturn in the economy
generally could result in increased impairments. In addition, we are subject to
geographic and industry concentrations with respect to our credit exposures, and
as a result developments in particular geographic regions or industries may
adversely impact us. In particular, we have extended significant credit to
financial institutions in Germany, and as a result any systemic risk
materializing in the German financial industry could have a material adverse
effect on our results of operations.

Reinsurers. We transfer our exposure to certain risks in our
property-casualty and life insurance business to others through reinsurance
arrangements. Under these arrangements, other insurers assume a portion of our
losses and expenses associated with reported and unreported losses in exchange
for a portion of policy premiums. The availability, amount and cost of
reinsurance depend on general market conditions and may vary significantly. Any
decrease in the amount of our reinsurance will increase our risk of loss. When
we obtain reinsurance, we are still liable for those transferred risks if the
reinsurer cannot meet its obligations. Therefore, the inability of our
reinsurers to meet their financial obligations could materially affect our
results of operations. Although we conduct periodic reviews of the financial
statements and reputations of our reinsurers, the reinsurers may become
financially unsound by the time they are called upon to pay amounts due, which
may not occur for many years. For a discussion of our external reinsurance
relationships, see "Information on the Company and Operating and Financial
Review and Prospects —-- Property-Casualty Operations By Geographic Region —--—
Allianz AG."

FURTHER POOR OPERATING PERFORMANCE, DIFFICULTIES IN MANAGING AND DELAYS IN
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COMPLETING THE INTEGRATION OF DRESDNER BANK WOULD ADVERSELY AFFECT OUR RESULTS.

In July 2001, we acquired Dresdner Bank. Our banking operations, of which
Dresdner Bank is the most significant component, suffered significant net losses
in 2002. In addition to poor operating performance, continuing difficulties in
managing and integrating the additional operations and personnel, significant
delays in completing the integration of Dresdner Bank and any loss of key
employees or customers could adversely affect our results. The future success of
our banking business depends in large part on our ability to restore the
profitability of Dresdner Bank, and it is possible that the anticipated benefits
from the acquisition may not be realized in full, may take longer to realize
than expected or may not be realized at all. In the event that management is
unable to successfully implement the restructuring and cost-cutting measures
announced to date, our financial performance and results of operations may
continue to be materially adversely affected.

DRESDNER BANK MAY EXPERIENCE FURTHER SIGNIFICANT LOSSES RELATING TO PROBLEM
LOANS.

At December 31, 2002, following the deconsolidation of Deutsche
Hypothekenbank AG (or Deutsche Hyp) on August 1, 2002, our non-performing loans
and potential problem loans, substantially all of which were attributable to
Dresdner Bank, were E11,625 million and E2,437 million, respectively,
representing a net increase of E1,276 million, or 12.3%, in non-performing
loans, and E231 million, or 10.5%, in potential problem loans from year-end 2001
(excluding the loan portfolio of Deutsche Hyp) .

A substantial majority of Dresdner Bank's problem loans is comprised of
loans made to German corporate customers as well as to individuals. Certain of
its loans to corporate customers represent significant credit exposure to
individual companies. As a result of the effects

13

of the weak economic conditions in Germany, which have continued into 2003, as
well as recent financial difficulties faced by Dresdner Bank's customers, we
have recorded substantial provisions. For the year ended December 31, 2002,
additional net loan loss provisions in our banking segment were E2,222 million,
including E3,106 million of gross new provisions. Of the new provisions, E2,151
million were specific provisions relating to both Dresdner Bank's German
corporate business, including small businesses and professionals, and its
non-German corporate business, especially in Latin America and the United
States, reflecting the continued weakness in the global economy, deteriorating
credit quality of borrowers, declines in collateral value, inability to enforce
its security interest in collateral and increased insolvencies. Of the new loan
loss provisions in 2002, approximately E1,259 million were specific provisions
relating to our German business, including small businesses and professionals.
Our banking operations also recorded specific provisions of E665 million
relating to private individuals and E73 million relating to banks.

Dresdner Bank may need to make additional loan loss provisions or recognize
further credit losses as a result of continuing weak economic conditions,
declines in collateral value, inability to enforce security interests in
collateral, an increase in corporate or personal bankruptcies, in particular in
Germany, further deterioration of the financial position of Dresdner Bank's
borrowers or changes in reserve and risk management requirements. Any such
developments could materially adversely affect our results of operations or
result in further capital requirements in its banking operations.

A REDUCED CAPITAL BASE AT DRESDNER BANK, TOGETHER WITH FURTHER ADDITIONAL
WRITEDOWNS AND IMPAIRMENTS, COULD RESULT IN CAPITAL REQUIREMENTS THAT MAY
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CONSTRAIN OUR OPERATIONS.

Dresdner Bank's capital ratios at December 31, 2002 were 6.0% in the case
of consolidated Tier 1 capital and 10.6% in the case of consolidated total
capital under BIS principles. In recent years, Dresdner Bank has suffered from
poor operating performance, an increased level of loan loss allowances,
deteriorating asset quality and substantial impairments in its investment
portfolio. Dresdner Bank had to set aside significant new provisions for
possible loan losses in 2002, and additional provisions may be required in the
future. If these trends continue, there can be no assurance that Dresdner Bank
will be able to maintain its capital ratios at the above mentioned levels.
Failure to do so could require us to restrict our banking operations, or further
support our banking operations through injection of additional capital. See
"Information on the Company and the Operating and Financial Review and
Prospects —- Regulation and Supervision" for a discussion of the capital
adequacy guidelines applicable to our banking operations.

Further, the risk-adjusted capital guidelines (or Basle Accord) promulgated
by the Basle Committee on Banking Supervision, which form the basis for the
capital adequacy guidelines of the German Federal Financial Supervisory
Authority (the Bundesanstalt fur Finanzdienstleistungsaufsicht, or BaFin), are
being revised and implementation is planned for 2006. At this time, we are
unable to predict how the revised guidelines will affect our requirements for
capital and the impact of these revisions on our banking or other operations.

MANY OF OUR BUSINESSES ARE DEPENDENT ON THE FINANCIAL STRENGTH AND CREDIT
RATINGS ASSIGNED TO US AND OUR BUSINESSES BY VARIOUS RATING AGENCIES. THEREFORE,
A DOWNGRADE IN OUR RATINGS MAY MATERIALLY ADVERSELY AFFECT RELATIONSHIPS WITH
CUSTOMERS AND INTERMEDIARIES, NEGATIVELY IMPACT SALES OF OUR PRODUCTS AND
INCREASE OUR COST OF BORROWING.

Standard & Poor's Ratings Services (or Standard & Poor's), Moody's Investor
Services (or Moody's) and A.M. Best assign ratings to various obligations of
certain Group companies. On March 20, 2003, Standard & Poor's cut the Group's
financial strength ratings from AA to AA-, citing the Group's negative
performance and reduced capital base resulting from significant writedowns and
losses in the period to December 31, 2002, and noted that Allianz AG continued
to be on "negative outlook." Although Moody's maintained its rating of RAa2 for
the senior unsecured debt securities issued by the Group's finance subsidiaries,
Moody's rating also had a

14

negative outlook. On May 22, 2003, Moody's placed the rating under review for
possible downgrade. On March 21, 2003 A.M. Best also cut the Group's financial
strength rating from A++ to A+, and noted that Allianz AG continued to be on
"negative outlook." Rating agencies can be expected to continue to monitor our
financial strength, and no assurances can be given that further ratings
downgrades will not occur, whether due to changes in our performance, changes in
rating agencies' industry views or ratings methodologies, or a combination of
such factors.

Claims paying ability and financial strength ratings are a factor in
establishing the competitive position of insurers. Our financial strength rating
has a significant impact on the individual ratings of key subsidiaries. If a
rating of certain subsidiaries falls below a certain threshold, the respective
operating business may be significantly impacted. A ratings downgrade, or the
potential for such a downgrade, of the Group or any of its insurance
subsidiaries could, among other things, adversely affect relationships with
agents, brokers and other distributors of our products and services, thereby
negatively impact new sales, adversely affect our ability to compete in our
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markets and increase our cost of borrowing. In particular, in those countries
where primary distribution of our products is done through independent agents,
such as the United States, further ratings downgrades could adversely impact
sales of our life insurance products. Any further ratings downgrades will also
materially adversely affect our cost of raising capital, and could, in addition,
give rise to additional financial obligations or accelerate existing financial
obligations which are dependent on maintaining specified rating levels.

IF OUR ASSET MANAGEMENT BUSINESS UNDERPERFORMS, IT MAY EXPERIENCE A DECLINE IN
ASSETS UNDER MANAGEMENT AND RELATED FEE INCOME.

While the assets under management in our asset management segment include a
significant amount of funds related to affiliated Allianz Group insurance
operations, a growing portion of our assets under management, particularly
following the acquisitions of PIMCO in May 2000, Nicholas-Applegate in January
2001 and Dresdner Bank in July 2001, represents third-party funds. In 2002,
despite substantial increases in third-party assets under management, declines
in world equity markets resulted in reductions in the value of the equity
portfolios in our asset management business as customers withdrew or
re—allocated funds from equities. Results of our asset management activities are
affected by share prices, share valuation, interest rates and market volatility.
In addition, third-party funds are subject to withdrawal in the event our
investment performance is not competitive with other asset management firms.
Accordingly, fee income from the asset management business might decline if the
level of our third-party assets under management were to continue to decline due
to investment performance or otherwise.

INCREASED GEOPOLITICAL RISKS FOLLOWING THE TERRORIST ATTACK OF SEPTEMBER 11,
2001, AND ANY FUTURE TERRORIST ATTACKS, COULD HAVE A CONTINUING NEGATIVE IMPACT
ON OUR BUSINESSES.

After September 11, 2001, reinsurers generally either put terrorism
exclusions into their policies or drastically increased the price for such
coverage. Although we have attempted to exclude terrorist coverage from policies
we write, this has not been possible in all cases. Furthermore, even if
terrorism exclusions are permitted in our primary insurance policies, we may
still have liability for fires and other consequential damage claims that follow
an act of terrorism itself. As a result we may have liability under primary
insurance policies for acts of terrorism and may not be able to recover from our
reinsurers.

At this time, we cannot assess the future effects of terrorist attacks, the
ensuing military and other responsive actions, and the possibility of further
terrorist attacks, on our businesses. Such matters have significantly adversely
affected general economic, market and political conditions, increasing many of
the risks in our businesses noted in the previous risk factors. This may have a
material negative effect on our businesses and results of operations over time.
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CHANGES IN EXISTING, OR NEW, GOVERNMENT REGULATIONS IN THE COUNTRIES IN WHICH WE
OPERATE MAY MATERIALLY IMPACT US.

Our insurance, banking and asset management businesses are subject to
detailed, comprehensive regulation and supervision in all the countries in which
we do business. Changes in existing laws and regulations may affect the way in
which we conduct our business and the products we may offer. Changes in
regulations relating to pensions and employment, social security, financial
services including reinsurance business, taxation, securities products and
transactions may materially adversely affect our insurance, banking and asset
management businesses by restructuring our activities, imposing increased costs
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or otherwise.

In December 2002, the EU adopted a directive that provides for assessment
of the capital requirements of a financial conglomerate on the group level,
supervision of risk concentration and intra-group transactions and prevention of
double-leveraging of the capital of the holding or parent company, i.e. once in
the holding or parent company and a second time in the subsidiary
("double—-gearing"). We are a financial conglomerate within the scope of this
directive. The EU member states are required to implement this directive into
national law for fiscal years beginning on or after January 1, 2005. It is as
yet unclear how the directive will be implemented in Germany. Therefore, it is
impossible to determine what future impact these requirements will have on our
capital requirements, but there can be no assurance that the current and future
level of capital will be sufficient to meet such requirements. For more
information, see "Information on the Company and the Operating and Financial
Review and Prospects —-- Regulation and Supervision."

CHANGES IN TAX LEGISLATION COULD ADVERSELY AFFECT OUR BUSINESS.

Changes to tax laws may affect the attractiveness of certain of our
products that currently receive favorable tax treatment. Under current German
tax regulations, payments received at the maturity of a life insurance policy
with a term of at least 12 years and on which premiums have been paid for at
least five years are not taxable, and the life insurance premiums are deductible
from the insured's income in the year paid, subject to certain limitation. In
recent years, the German legislature has from time to time proposed legislation
that would reduce the tax-favored treatment of both premiums and benefit payouts
for these life insurance policies. The enactment of legislation reducing the tax
benefit associated with our German life insurance products could significantly
reduce the attractiveness of life insurance in Germany. Because the German life
business accounts for a significant portion of our total income (14.7% in 2002),
the enactment of any such legislation could adversely affect our financial
results. From time to time, governments in other jurisdictions in which we do
business have also considered changes to tax laws which could adversely affect
the tax advantages of such products, and if enacted, could result in a
significant reduction in the sale of such products.

In addition, from time to time, proposals have been made to repeal the
provisions of the recently enacted German Tax Reform (see "Taxation —-- German
Taxation") that exempted from German tax certain capital gains on the disposal
of corporate shareholdings. In the event such proposals were to be enacted into
law, the Group's ability to dispose of its shareholdings profitably might be
significantly affected.

CHANGES IN VALUE RELATIVE TO THE EURO OF NON-EURO ZONE CURRENCIES IN WHICH WE
GENERATE REVENUES AND INCUR EXPENSES COULD ADVERSELY AFFECT OUR REPORTED
EARNINGS AND CASH FLOW.

We prepare our consolidated financial statements in euros. However, a
significant portion of the revenues and expenses from our subsidiaries outside
the euro zone, including in the United States, Switzerland and the United
Kingdom, originates in currencies other than the euro. We expect this trend to
continue as we expand our business into growing non-euro zone markets.
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For the year ended December 31, 2002, approximately 30.8% of our gross premiums
written originated in currencies other than the euro.

As a result, although our non-euro zone subsidiaries generally record their
revenues and expenses in the same currency, changes in the exchange rates used
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to translate foreign currencies into euros may adversely affect our reported
results. The strength of the euro against other currencies, in particular the
U.S. dollar and pound sterling, reduced premium income by E736 million during
2002. Our third-party assets under management declined by E77 billion during
2002 due to depreciation of other currencies against the euro, in particular,
the U.S. dollar.

In addition, Allianz AG's dividends are generally payable in euros. Adverse
changes in exchange rates used to translate the currencies in which our non
euro-zone subsidiaries pay dividends to Allianz AG may materially adversely
affect the cash flow available to Allianz AG to pay dividends and other
obligations. While our non-euro assets and liabilities, and revenues and related
expenses, are generally denominated in the same currencies, we do not generally
engage in hedging transactions with respect to dividends or cash flows in
respect of our non-euro subsidiaries.

THE SHARE PRICE OF ALLIANZ AG HAS BEEN AND MAY CONTINUE TO BE VOLATILE.

The share price of Allianz AG has been volatile in the past due in part to
the high volatility in the securities markets generally, and in financial
institutions' shares in particular, as well as developments which impact its
financial results. Factors other than our financial results that may affect our
share price include but are not limited to: market expectations of the
performance and capital adequacy of financial institutions generally; investor
perception of, as well as the actual performance of, other financial
institutions; investor perception of the success and impact of the strategy,
including the capital raising, described in this annual report; a downgrade or
rumored downgrade of our credit ratings; potential litigation or regulatory
action involving the Allianz Group or any of the industries we have exposure to
through our insurance and banking activities; announcements concerning the
bankruptcy or other similar reorganization proceedings involving, or any
investigations into the accounting practices of, other insurance or reinsurance
companies or banks; and general market volatility.
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ITEMS 4. —— 5. INFORMATION ON THE COMPANY AND OPERATING AND FINANCIAL REVIEW
AND PROSPECTS

You should read the following discussion in conjunction with our
consolidated financial statements including the notes thereto. We prepare our
consolidated financial statements in accordance with IFRS, which differ in
certain significant respects from U.S. GAAP. For a description of the
significant differences between IFRS and U.S. GAAP and a reconciliation of
certain income statement and balance sheet items to U.S. GAAP, you should read
Note 45 to the consolidated financial statements. Unless otherwise indicated,
the financial information we have included in this annual report is presented on
a consolidated basis under IFRS. Unless otherwise indicated, we have obtained
data regarding the relative size of various national insurance markets from
annual reports prepared by SIGMA, an independent organization which publishes
market research data on the insurance industry. In addition, unless otherwise
indicated, insurance market share data are based on gross premiums written. Data
on market share within particular countries are based on our own internal
estimates.

INTRODUCTION

Allianz AG is a stock corporation organized in the Federal Republic of
Germany under the German Stock Corporation Act. It was incorporated as Allianz
Versicherungs—-Aktiengesellschaft in Berlin, Germany on February 5, 1890. It is
registered in the Commercial Register in Munich, Germany under the entry number
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HR B 7158. Our registered office is located at Koniginstrasse 28, 80802 Munich,
Germany, telephone (49) (89) 3800-0. Allianz AG is the ultimate parent company of
the Allianz Group.

The Allianz Group is one of the world's leading financial services
providers, offering insurance, banking and asset management products and
services through property-casualty, life/health, banking and asset management
business segments. We are one of the leading insurance groups in the world based
on gross premiums written in 2002. We are the leading German property-casualty
and life/health insurance company, with estimated market shares of approximately
18.3% and 14.2%, respectively, based on gross premiums written in 2002. We also
have leading market positions in a number of other countries, including France,
Italy, the United Kingdom, Switzerland and Spain. We are the second-largest
German financial institution, based on market capitalization at March 31, 2003.
We believe that we are well capitalized relative to our competitors,
notwithstanding recent downgrades of our ratings in March 2003. As of April 7,
2003, we had financial strength ratings of A+ from A.M. Best and AA- from
Standard & Poor's, both with a negative outlook. Moody's does not provide a
rating for Allianz AG, but as of April 7, 2003, debt securities issued by our
finance subsidiaries had a senior unsecured debt rating of Aa2 from Moody's,
again with a negative outlook. On May 22, 2003, Moody's placed the rating under
review for possible downgrade. Our investment portfolio includes a number of
significant equity participations, primarily in major German companies,
including both financial institutions and industrial enterprises.

We were founded in 1890 in Berlin, Germany, and since that time we have
become the largest German insurer. Through our international expansion strategy,
we have sought to bring into the Allianz Group companies that are
well-positioned in their domestic markets and that have leading positions in
particular business lines and attractive earnings prospects. In the last several
years, our non-German insurance business has therefore grown substantially in
importance. Gross premiums written by our non-German business represented
approximately 63.3% of our total gross premiums written in 2002. We now operate
in more than 70 countries worldwide and have leading market positions in many of
them.

In 1998, building on over a century's experience in managing our extensive
insurance investment portfolio, we established financial services as our third
core business segment, in
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addition to our property-casualty and life/health insurance businesses. In 2001,
following our acquisition of Dresdner Bank, we reorganized our financial
services segment into separate asset management and banking segments. In our
asset management segment, the acquisitions of Dresdner Bank on July 23, 2001 and
Nicholas-Applegate on January 31, 2001 increased our third-party assets under
management by E228 billion and E36 billion, respectively, as of the respective
dates of the acquisitions and made us one of the five leading asset managers in
the world based on total assets under management as of December 31, 2002. In our
banking segment, which is now our fourth core business segment, our acquisition
of Dresdner Bank made us one of the leading banks in Germany and provided us
with significantly expanded bank distribution channels for our
property-casualty, life/health and asset management products and services.

Our German property-casualty and life/health insurance businesses are
managed by subsidiaries located primarily in Munich and Stuttgart. Our
non-German insurance businesses are locally managed, generally through
operations located in France, Italy, the United Kingdom, Switzerland, Spain and
the United States, which are our largest non-German markets. In contrast, each
of our specialty lines of credit insurance, marine and aviation insurance,
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industrial reinsurance through Allianz Global Risks Ruckversicherungs-AG (or
Allianz Global Risks) and travel and assistance insurance is managed and
operates on a global basis. Our asset management segment also operates on a
worldwide basis, with key management centers in Munich, Hong Kong, Paris, Milan,
Westport, Connecticut, and San Diego and Newport Beach, California. Our banking
segment operates through the approximately 1,100 German and non-German branch
offices of Dresdner Bank and various subsidiaries, with significant operations
in Germany, the United Kingdom, other European countries and the United States.

At December 31, 2002, we employed more than 181,000 persons in our
insurance, banking and asset management businesses worldwide, of whom more than
94,000 were based outside Germany. Through interdisciplinary and
multi-jurisdictional training and advancement programs, we seek to develop and
promote a corporate culture that emphasizes technical expertise, dedication to
client service and an international outlook.

Our headquarters are located in Munich, Germany. In addition, we have
subsidiary, branch, representative and similar offices worldwide. We own
substantially all of the land and buildings that are used in the normal course
of our business in Europe and lease office space in various locations throughout
the world. We also have part of our investment portfolio invested in land and
buildings. We believe that our facilities are adequate for our present needs in
all material respects.

STRATEGY

This section regarding our strategy contains forward-looking statements
and, therefore, should be read in conjunction with the section "Forward-Looking
Statements." In addition, for a discussion of the risks involved in achieving
our strategic goals, see "Risk Factors."

Our strategy is to achieve profitable growth across our four business
segments for the benefit of our shareholders, policyholders and employees. We
believe that our size, financial strength and worldwide reach are key
competitive strengths that will permit us to participate in the ongoing
consolidation of the financial services industry and maintain our position as an
industry leader. We offer our products through multiple distribution channels
including agents and brokers and, in many markets, bancassurance and e-commerce.
In our mature markets of Germany, the rest of western Europe and the United
States, we believe demographic trends will particularly favor our life/health
and asset management businesses in the coming years. We intend to capitalize on
cross—selling opportunities between our banking and pension provision businesses
for corporate customers and to take advantage of additional potential synergies
between our life/health, asset management and banking operations.
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As a reflection of the underlying strengths of our franchise as well as the
leading market positions in many of our businesses, our core strategy remains
substantially unchanged. Our five main strategic priorities are:

— Optimize the Economic Value Added (EVA) of our Group, based on
risk—-adjusted capital requirements and sustainable growth targets;

- Exploit attractive market opportunities by leveraging our traditional
risk management expertise;

- Strengthen our leading position in life and health insurance and in asset
management, especially in private and corporate retirement insurance
plans;

24



Edgar Filing: ALLIANZ AKTIENGESELLSCHAFT - Form 20-F/A

— Increase our asset gathering capabilities by building customer-oriented,
multi-channel distribution platforms; and

- Expand our investments and capital markets expertise.

We have implemented Group-wide a rigorous and disciplined capital
allocation approach. All capital allocation decisions are based on an internal
risk-based model, which, in addition to traditional insurance and banking risks,
also takes into account investment and other capital markets risks. We will
monitor our risk-adjusted results closely on an ongoing basis. Companies and
business lines which are not expected to meet the hurdle risk adjusted return on
allocated capital over the medium term will be reviewed for possible
divestiture.

We manage the business of the Group with a significant degree of autonomy
for local management teams. We believe that these teams are best positioned to
determine what measures to take to maximize the profitability of their business,
and we make them accountable, and compensate them, based on this performance. We
measure performance both on a local level as well as on a Group basis based on
the EVA model. We also monitor closely the nature and volume of risks
accumulated locally as well as across the Group on an ongoing basis.

FOCUS ON IMPLEMENTATION

Our immediate objective is to address the most significant operating
challenges we face:

Further strengthening our pricing and underwriting discipline and internal
efficiency in line with the EVA requirements, and enforcing these consistently
across the Group. As part of this effort, we aim to improve the operational
performance of selected operations such as Assurances Generales de France (or
AGF, and, together with its subsidiaries, the AGF Group), Fireman's Fund and
Allianz Global Risks;

— Returning Dresdner Bank to profitability;
— Improving the profitability of our life business;

- Reducing the dependence of our results on the volatility of the equity
markets.

OPERATIONAL DISCIPLINE
PROPERTY-CASUALTY INSURANCE

Our goal for 2003 and thereafter is to achieve a combined ratio of below
100% for the group. We are particularly focused on Fireman's Fund, Allianz
Global Risks and AGF, businesses with combined ratios of over 100%:

— Fireman's Fund's operational discipline is expected to be improved by a
new management team, the reduction of headcount, exit of underperforming
businesses, recent strengthening of environmental and asbestos reserves
and more defensive portfolio management;
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— Allianz Global Risks is actively seeking to turn its property-casualty
business around. Allianz Global Risks has undertaken significant changes
including appointing a new management team, introducing clear operational
targets and non-renewing certain clients and treaties;
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— AGF has increased rates, not renewed policies and implemented operational
improvements to reduce the expense ratio.

TURNAROUND OF DRESDNER BANK PROFITABILITY.

Due to the continuing difficult economic environment and the sharp
deterioration in the capital markets since late 2001, Dresdner Bank reported
significant losses in 2002. We have recently appointed a new CEO of Dresdner
Bank and intend to reduce personnel costs, operating expenses and non-core
lending to fully exploit the bank's franchise in the coming years. In the last
18 months, Dresdner Bank has significantly reduced its headcount, and plans are
in place to further reduce headcount positions.

The turnaround program to restore profitability has several components:

— IRU: New Institutional Restructuring Unit (or IRU) within our banking
segment to free up risk capital through the reduction of risk-weighted
assets by restructuring non-performing loans to strategic customers with
the intent of returning such loans to the business units from which they
originated, while maximizing the recovery from remaining non-performing
loans, as well as non-strategic customer loans, through repayment, sale,
hedging, securitization and other means. Loans to be bundled together in
the IRU are primarily performing loans to non-strategic clients, such as
small-capitalization clients in Latin America, Asia and the United
States, as well as, to a lesser extent, loans to corporate and private
clients that are currently non-performing. The IRU is expected to
initially include approximately E31 billion, consisting of approximately
E22 billion of loans (including approximately E7 billion of
non-performing loans and approximately El1 billion of potential problem
loans) and approximately E1l billion of other non-strategic assets,
including private equity investments, and approximately E8 billion of
undrawn commitments.

- Cost-Cutting and Restructuring Measures:
—-— Ongoing cost-cutting efforts are being stepped up.

—— Certain centralized services were transferred to the two business
units, Private and Business Clients and Corporates & Markets, which are
now directly responsible for managing these costs.

CAPITAL AND PORTFOLIO MANAGEMENT.

We believe that we are well capitalized relative to our competitors,
notwithstanding recent downgrades of our ratings in March 2003. As of April 7,
2003, we had financial strength ratings of A+ from A.M. Best and AA- from
Standard & Poor's, both with a negative outlook. Moody's does not provide a
rating for us, but as of April 7, 2003, debt securities issued by our finance
subsidiaries had a senior unsecured debt rating of Aa2 from Moody's, again with
a negative outlook. On May 22, 2003, Moody's placed the rating under review for
possible downgrade.

However, our internal risk based model showed a gap of approximately E1.7
billion as of December 2002. It was therefore decided to launch a capital
improvement program to secure our financial strength.

REDUCTION OF EQUITY EXPOSURE AND VOLATILITY
The reduction of our equity exposure is being addressed through a number of

measures. These measures include a significant hedging program to protect us
against potential future

26



Edgar Filing: ALLIANZ AKTIENGESELLSCHAFT - Form 20-F/A

21

losses while retaining an upside potential. We will continue to further assess
this program to manage our exposures.

We also actively sold and expect to continue to sell equity investments to
further reduce our equity exposure. This includes, for example, an intended
reduction of our stake in Munich Re from 22.4% as of December 31, 2002 to
approximately 15% during the course of 2003 and 2004. As of June 30, 2003, our
stake in Munich Re had been reduced to approximately 18.9%. On July 10, 2003 we
announced our intention to redeem a first tranche of approximately 50% of our
index-1linked exchangeable bonds (MILES) ahead of schedule, using Munich Re
shares. This transaction, when completed, will reduce our shareholding in Munich
Re by approximately 3%. See "Major Shareholders and Related Party
Transactions —-—- Related Party Transactions -- Transactions with Munich Re."

FOCUSED PORTFOLIO MANAGEMENT AND CAPITAL ALLOCATION

In addition, we will significantly step up our focus on the efficient use
of capital in the Group. As stated before, we will implement economic capital
savings by discontinuing and selectively scaling down certain business lines. In
addition, sub-performing and non-core businesses will be divested if, according
to the EVA methodology, a positive contribution to the Group is not expected.

CAPITAL RAISING

In April 2003, we conducted a capital raising, which was an important
element of the decision to strengthen the capital base, with a set of
transactions intended to raise total capital of up to E5 billion. By way of a
rights offering, we raised approximately E4.4 billion, based on a subscription
price of E38.00 per share, resulting in net proceeds of approximately E4.3
billion after deduction of the commission payable to the underwriters and other
costs borne by us.

In a second step —— planned for the second half of this year -- we intend
to use the Group's hybrid capital capacity, subject to market conditions and the
Group's needs.

SUMMARY FINANCIAL INFORMATION

The following table shows the relative contributions of our
property-casualty, life/health, banking and asset management segments and
related geographic and other subsegments to our gross premiums written, total
income and net income in 2002, 2001 and 2000. The table also shows the impact of
consolidation adjustments, amortization of goodwill and minority interests.
Consistent with our general practice, gross premiums written and total income by
geographic region are presented before consolidation adjustments representing
the elimination of transactions between Group companies in different geographic
regions and different segments, and net
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income by geographic region is presented before those consolidation adjustments,
amortization of goodwill and minority interests.

YEAR ENDED DECEMBER 31,
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Property-Casualty

GEIMANY ¢ ¢ v v v vttt ettt ee s
Rest of Europe...............

Specialty Lines..............

Consolidation

adjustments(3) .............
Subtotal...................
Amortization of goodwill.....

Minority interests...........

Total Property-Casualty....

Life/Health

GEIMANY ¢ ¢ v v v vttt ettt ee e
Rest of Europe...............
Rest of World................

Consolidation

adjustments(3) .............
Subtotal...................
Amortization of goodwill.....

Minority interests...........

Total Life/Health..........

Banking (4)

Operations.........c.ovvven..
Amortization of goodwill.....
Minority interests...........

Total Banking..............

Asset Management

Operations..........ccivuu...
Amortization of goodwill.....
Minority interests...........

Total Asset Management.....

Subtotal.......oviiiiiiiiiin.
Consolidation adjustments(6)....

GROSS
PREMIUMS
WRITTEN (1)

TOTAL

(8,876)

NET
INCOME

9,235(2)

1,932
(933)

38
(199)

5,401

GROSS

PREMIUMS
WRITTEN (1)

(E IN MILLIONS)

19,606
6,822
2,401
2,321

12,644

TOTAL
INCOME

18,382
20,553
6,837
1,787
2,303

98,355

(2,705)

NET
INCOME

(1) Represents premiums written for both direct business and reinsurance assumed
between Group companies in different countries and segments,

third parties. Our gross premiums written in respect of reinsurance assumed
from Group companies are eliminated in consolidation.

as well as from
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(2) Includes significant investment related results. See "-- Property-Casualty
Insurance Operations —-- Year Ended December 31, 2002 Compared to Year Ended
December 31, 2001 -- Net Income."
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(3) Represents elimination of intercompany transactions between Group companies
in different geographic regions.

(4) Reflects the inclusion of Dresdner Bank in our consolidated financial
statements for the full twelve months of 2002, compared to 2001, where
Dresdner Bank was consolidated only from July 23, 2001, the date of
acquisition.

(5) Includes a realized gain of E1,912 million resulting from the transfer in
August 2002 of substantially all of Dresdner Bank's German asset management
subsidiaries to ADAM. See "-- Banking Operations." The gain on this transfer
was eliminated at the Group level. In addition, this item includes a
realized gain of E224 million resulting from the merger of Deutsche Hyp into
Eurohypo in August 2002. See "Banking Operations -- Other -- Description of
Business —-- Real Estate."

(6) Represents elimination of intercompany transactions between Group companies
in different segments.

RECENT DEVELOPMENTS

At the end of the first quarter of 2003, the Institutional Restructuring
Unit (or IRU) within our banking segment included approximately E31 billion,
consisting of approximately E22 billion of loans (including approximately E7
billion of non-performing loans and approximately E1l billion of potential
problem loans) and approximately El billion of other non-strategic assets,
including private equity investments, and approximately E8 billion of undrawn
commitments. As of June 24, 2003, the IRU had disposed of approximately E3
billion of loans by means of securitization transactions.

On June 27, 2003, a subsidiary of Allianz received notice from the former
parent company of PIMCO that such former parent company of PIMCO had exercised
its right to put an additional US$250 million of its remaining ownership
interest in PIMCO to Allianz as of June 30, 2003, with payment therefor due by

July 30, 2003. For additional information, see "-- Asset Management
Operations —-- Result of Operations —-- Year Ended December 31, 2002 Compared to
Year Ended December 31, 2001 -- Net income."

On July 10, 2003 we announced our intention to redeem a first tranche of
approximately 50% of our index-linked exchangeable bonds (MILES) ahead of
schedule, using Munich Re shares. This transaction, when completed, will reduce
our shareholding in Munich Re by approximately 3%.

FACTORS AFFECTING RESULTS OF OPERATIONS

Our results of operations are affected by demographics (particularly with
respect to life insurance) and by a variety of market conditions, including
economic cycles, insurance industry cycles (particularly with respect to
property-casualty insurance) and fluctuations in interest rates. We believe that
the impact of these factors will continue to affect our results of operations.
For the year ended December 31, 2002, approximately 36.7% of our gross premiums
were derived from our German operations. As a result, economic, demographic and
market developments in Germany have materially impacted and can be expected to
continue to materially impact our results. In addition, fluctuations in exchange
rates in non-euro zone countries in which we do business affect our
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euro-denominated reported results. See "-- Exchange Rates." Our German net
income includes investment income and realized capital gains on the substantial
equity portfolio held at Allianz AG, which is part of our German
property-casualty segment.

GENERAL MARKET CONDITIONS

Property-Casualty. Conditions in the property-casualty insurance markets
in which we operate are generally characterized by periods of price competition,
fluctuations in underwriting
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results and the occurrence of unpredictable weather-related and other
catastrophe losses. In recent years, the commercial and industrial
property-casualty markets in which we operate have also been characterized by
generally lower customer demand and a growing trend towards higher retention
levels and the use of self-insurance mechanisms by insureds. During this same
period in Europe, our automobile insurance business lines have been
characterized by increased competition. We have succeeded in achieving
substantial rate increases in the majority of our primary property-casualty
markets in 2002.

In addition, the underwriting results of our property-casualty operations
are significantly influenced by estimates of property-casualty loss reserves,
which are an accumulation of the estimated amounts necessary to settle all
outstanding claims as of a particular reporting date. In recent years, our U.S.
property-casualty loss reserves have shown cumulative deficiencies, primarily as
a result of claims related to environmental and asbestos exposures. See "Risk
Factors —-- Claims reserves for our property and casualty insurance and
reinsurance policies are based on future estimates which if not correct could
materially adversely affect earnings," as well as "-- Property-Casualty
Insurance Reserves" for a discussion of our property-casualty reserves on a
consolidated Group basis under IFRS, and on an individual country basis under
local accounting rules.

Prior to March 31, 2003, our most significant associated enterprise was
Munich Re, one of the world's largest reinsurers. To the extent loss reserve
development (favorable or unfavorable) impacted Munich Re's results, it was also
reflected in our results on an equity basis. Effective March 31, 2003, however,
we reduced our shareholding in Munich Re to less than 20%. As a result of this
reduction, we ceased to account for Munich Re as an associated enterprise at
March 31, 2003. Accordingly, the treatment of Munich Re in our financial
statements after March 31, 2003 will not be comparable to that of prior periods.

Life/Health. Demographic studies suggest that over the next decade there
will be growth in our principal life insurance markets of Germany, France, Italy
and the rest of Europe and the United States in the number of individuals who
enter the age group that we believe is most likely to purchase
retirement-oriented life insurance products. In addition, in a number of our
European markets, including Germany, retirement, medical and other social
benefits previously provided by the government have been or are expected to be
curtailed in the coming years. We believe that these trends will increase
opportunities for private sector providers of life insurance, health, pension
and other social benefits-related insurance products. We believe that our
distribution networks, the quality and diversity of our products and our
investment management expertise in each of these markets position us to benefit
from such developments.

Banking. Conditions in the banking market in which we operate,
particularly in Europe, are generally characterized by intense competition and
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low profit margins. In 2002, the downturn in global equity markets, declining
transaction volumes and increasing levels of default by both corporate and
individual borrowers combined to result in significant net losses in our banking
segment. Nonetheless, the sale of life insurance and retirement savings products
through our bank branches increased in 2002, particularly in our core markets of
Germany, Italy and France. We believe that bancassurance will be an increasingly
important distribution channel for all of our business segments in the years to
come.

Asset Management. Prior to 2001, our asset management segment had
generally benefited from favorable market conditions, including falling interest
rates and generally strong capital markets conditions in Europe and the United
States, marked by intermittent periods of extreme volatility. In 2001 and 2002,
the downturn in the global equity markets, together with the terrorist attack of
September 11, 2001, had a significant negative impact on our asset management
operations, resulting in widespread price declines in equity securities and
transaction volumes and increased uncertainty on the part of many third-party
investors. We cannot predict how long the downturn in the capital markets will
last or what its long-term effect on investor confidence
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will be. While the assets under management in our asset management segment
include a significant amount of funds related to affiliated Allianz Group
insurance operations, a growing portion of our assets under management,
particularly following our acquisitions of PIMCO in May 2000, Nicholas-Applegate
in January 2001 and Dresdner Bank in July 2001, represents third-party funds.

EXCHANGE RATES

We publish our consolidated financial statements in euros. A significant
portion of our revenues and expenses from our subsidiaries outside the euro
zone, including in the United States, Switzerland and the United Kingdom,
originates in currencies other than the euro. As a result, we have a financial
reporting translation exposure attributable to fluctuations in the values of
these currencies against the euro. The impact of these fluctuations in exchange
rates is mitigated by the fact that our non-euro revenues and related expenses,
as well as assets and liabilities, are generally denominated in the same
currencies. See "-- Risk Management" for a discussion of our management of
foreign exchange rate-related risks as well as "Risk Factors —-- Changes in value
relative to the euro or non-euro zone currencies in which we generate revenues
and incurs expenses could adversely affect our reported earnings and cash flow."

CONSOLIDATION DIFFERENCES

Our reported segment results in 2002 were significantly affected by
intercompany transactions, including the transfer in August 2002 of
substantially all of Dresdner Bank's German asset management subsidiaries to
Allianz Dresdner Asset Management GmbH (or ADAM) (see "-- Banking Operations")
and transfers of investment securities in connection with the repositioning of
certain shareholdings within the Group (see "-- Insurance Operations" and "--
Banking Operations"). The gains and losses on these transfers were eliminated at
the Group level. In addition, our 2002 results reflect the consolidation of
Dresdner Bank for the full twelve months of 2002, compared to 2001, where
Dresdner Bank was consolidated only from July 23, 2001, the date of the
acquisition. On August 1, 2002, we deconsolidated the assets and liabilities of
our former mortgage banking subsidiary, Deutsche Hyp. See "-- Banking
Operations —-- Other —-- Description of Business -- Real Estate."

Prior to March 31, 2003, our most significant associated enterprise was
Munich Re, one of the world's largest reinsurers. To the extent loss reserve
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development (favorable or unfavorable) impacted Munich Re's results, it was also
reflected in our results on an equity basis. Effective March 31, 2003, however,
we reduced our shareholding in Munich Re to less than 20%. As a result of this
reduction, we ceased to account for Munich Re as an associated enterprise at
March 31, 2003. Accordingly, the treatment of Munich Re in our financial
statements after March 31, 2003 will not be comparable to that of prior periods.

CRITICAL ACCOUNTING POLICIES

We have identified the accounting policies that are critical to our
business operations and the understanding of its results of operations. These
critical accounting policies are those which involve the most complex or
subjective decisions or assessments, and relate to insurance reserves, loan loss
allowances, the determination of the fair value of financial assets and
liabilities (including impairment charges), goodwill and deferred tax assets and
off-balance sheet arrangements. In each case, the determination of these items
is fundamental to our financial position and results of operations, and requires
management to make complex judgments based on information and financial data
that may change in future periods. As a result, determinations regarding these
items necessarily involve the use of assumptions and subjective judgments as to
future events and are subject to change, and the use of different assumptions or
data could produce materially different results.
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INSURANCE RESERVES

Our insurance reserves represent estimates of future payouts that we will
make in respect of property-casualty and life/health insurance claims, including
expenses relating to such claims. Such estimates are made on a case-by-case
basis, based on the facts known to us at the time reserves are established, and
are periodically adjusted to recognize the estimated ultimate cost of a claim.
In addition, we establish so-called IBNR reserves in our property-casualty
business to recognize the estimated cost of losses that have occurred but of
which we do not yet have notice. When actual claims experience differs from our
previous estimates, the resulting difference will generally be reflected in our
reported results for the period of the change in estimate. In each case, the
establishment of our insurance reserves is an inherently uncertain process,
involving assumptions as to factors such as court decisions, changes in laws,
social, economic and demographic trends, inflation and other factors affecting
claim costs, and, in our life/health insurance business, assumptions concerning
mortality and morbidity trends. In recent years, our property-casualty insurance
reserves in the United States have been significantly impacted by claims
relating to asbestos and environmental exposures. For a further discussion of
our property-casualty insurance reserves, including an additional E762 million

in asbestos and environmental reserves taken in 2002, see "-- Property-Casualty
Insurance Reserves," as well as "-- Property-Casualty Loss Reserves" and "Risk
Factors —-- Claims reserves for our property-casualty insurance and reinsurance

policies are based on estimates as to future claims liabilities. In 2002, we
made significant additional reserves relating to asbestos-related and
environmental claims in the United States and in connection with discontinued
and run-off businesses. Further adverse developments relating to claims could
lead to further reserve additions and adversely impact our results of
operations."

LOAN LOSS ALLOWANCES
Our loan loss allowances represent management's estimate of the probable
credit losses in our loan portfolio. Allowances are established on a

case-by-case basis, are updated over time, and are described at greater length
under "-- Selected Statistical Information Relating to Our Banking Operations."
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Judgments concerning the timing and level of our loan loss allowances are based
on numerous estimates and judgments, including determinations concerning
borrower creditworthiness, contractual loan terms and available judicial and
other remedies. Allowances for counterparty risk are established against
individual exposures and are subject to periodic management review. Specific
loan loss allowances are recorded if it is probable that the borrower will not
repay principal and/or interest according to the contractually agreed terms.
Individually impaired loans are measured on the basis of the present value of
expected cashflows and take into consideration the borrower's financial
position, the contractual terms of the loan and the value of collateral if any.
In 2002, our banking operations' recorded additional net loan loss provisions of
E2,222 million. See "-- Banking Operations —-- Results of Operations —-- Year
Ended December 31, 2002 Compared to Year Ended December 31, 2001 -- Loan Loss
Provisions" as well as "Risk Factors —-—- We have significant counterparty risk
exposure" and "Risk Factors —-- Dresdner Bank continues to experience significant
loan losses relating to problem loans."

General loss allowances are established to provide for incurred but
unidentified losses that are inherent in the loan portfolio at the relevant
balance sheet date. The general loan loss allowance is reviewed in the light of
general economic conditions, the size and diversity of the portfolio and
historical default rates.

Country risk allowances are established for transfer risk, which is a
measure of the likely ability of a borrower in a certain country to repay its
foreign currency-denominated debt in light of the impact of currency
devaluations, macroeconomic or political developments in that country. Country
risk allowances are based on country ratings that incorporate current and
historical economic, political and other data to categorize countries by risk
profile.
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When we determine that a loan is uncollectible, the loan is charged off
against any existing specific loss allowance or directly recognized as expense
in the income statement. Changes in judgments, analyses and the methodologies we
utilize may lead to changes over time in the level and timing of the allowances
we establish and related charge-offs, which may in turn materially impact the
results of our banking segment. In 2002, our banking segment's gross charge-offs
were E1,889 million.

FAIR VALUES AND IMPAIRMENTS

A portion of our assets and liabilities is recorded at fair value,
including trading assets and liabilities, and securities available for sale.
Fair value determinations for financial assets and liabilities are based
generally on listed market prices or broker or dealer price quotations. If
prices are not readily determinable, fair value 1is based on either internal
valuation models or management's estimate of amounts that could be realized
under current market conditions. Fair values of certain financial instruments,
including OTC derivative instruments, are determined using pricing models that
consider, among other factors, contractual and market prices, correlations, time
value, credit, yield curve volatility factors and/or prepayment rates of the
underlying positions. The use of different pricing models and assumptions could
lead to different estimates of fair value.

Financial assets are reviewed regularly for impairments, and valuation
writedowns to fair value are charged to income if an other than temporary
diminution in value occurs. Determinations concerning an other than temporary
diminution involve judgments concerning market conditions, issuers' financial
positions and other factors. We generally consider an other than temporary
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diminution to have occurred upon a decline of 20% or greater from book value
over a period in excess of six consecutive months. For a discussion of
impairment charges taken in 2002, see "-- Investment Portfolio Impairments and
Unrealized Losses," "Risk Factors -- Our investment portfolio is significantly
exposed to equity securities. Market risks could impair this portfolio and
adversely impact our financial position and results of operations," and "Risk
Factors -- Market factors, as well as a lack of improvement in our operating
performance, may adversely affect the levels of deferred acquisition costs,
goodwill and deferred tax assets we maintain on our balance sheet; the deferred
tax assets we maintain are also potentially impacted by changes in German tax
legislation."

OFF-BALANCE-SHEET ARRANGEMENTS

Off-balance sheet arrangements that we enter into in our investment and
banking activities include securitization and other transactions involving
special- or limited-purpose entities (or SPEs), credit lines and loan
commitments. Off-balance-sheet arrangements we enter into in our insurance
business also include letter of credit (or LOC) transactions where we provide
LOC coverage for all or part of our obligations to insureds or other customers,
or where similar coverage 1is provided to us by reinsurers or other
counterparties, in each case in accordance with applicable credit or regulatory
requirements.

Off-balance sheet transactions may be carried out with or through a variety
of unconsolidated SPEs. In our insurance and reinsurance businesses, we have
entered into reinsurance transactions with SPEs which provide us with long-term
reinsurance coverage and were funded through the issuance of so-called
"catastrophe bonds" to third-party investors. In our banking business, we have
established SPEs in order to provide administrative services, engage in
underwriting activities, enter into derivative transactions, provide liquidity
and overdraft facilities and guarantees, securitize financial assets we hold,
reduce credit risks on our loan portfolios, and provide alternative financing
structures and investment products for our customers. Material exposures related
to the transactions are recorded or disclosed in our consolidated financial
statements. Risks associated with establishing SPEs and transactions entered
into with SPEs are reviewed in the banking operations risk management process.
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In the context of the "Silver Tower" asset-backed program of Dresdner Bank,
in which third-party receivables and receivables of Dresdner Bank Group are
securitized, and which is refinanced by commercial paper, Dresdner Bank has
granted short-term credit lines in the amount of E10.2 billion in the event that
a refinancing through commercial paper is not possible. As of June 18, 2003, E4
billion of such credit lines had been used for refinancing instead of the
placement of commercial paper. The risk exists that Dresdner Bank would be
required to use its own credit lines by up to further E7 billion, which would
accordingly raise its regulatory risk-weighted assets.

ACCOUNTING DIFFERENCES

During 2002, we reduced the time lag in accounting for all material
investments in associates to a period of no more than three months for IFRS. We
accounted for this reduction by recording the income and equity changes
occurring during the catch-up period (i.e., the period from June 30, 2001 to
September 30, 2001), less any amounts already reflected in fiscal 2001 due to
their significance, directly in shareholders' equity. The amount of income
directly recorded in shareholders' equity in 2002 was E131 million.

The impact of the terrorist attack of September 11, 2001 on the financial
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results of Munich Re, our most significant associate, was considered in our 2001
income statement and statement of shareholders' equity in light of the
significance and relevance of this impact to our 2001 consolidated financial
statements.

On January 1, 2001, we adopted IAS 39, Financial instruments: recognition
and measurement, and IAS 40, Investment property. IAS 39 sets forth requirements
for the recognition in financial statements and valuation of the financial
assets and liabilities of an enterprise, including the reporting of hedging
instruments, and relating to additional disclosure. Under this standard, all
financial assets and liabilities, including all derivatives, are initially
recognized on the balance sheet at cost. Subsequent to initial recognition, all
financial assets are re-measured to fair value, with the exception of certain
assets and liabilities listed in the standard. This standard does not apply to
rights and obligations arising under insurance contracts. The effect of the
first-time recognition under IAS 39 of the market values of derivatives that
have until now not been shown in the balance sheet have been recorded in the
beginning balance of shareholders' equity. This reduced revenue reserves by E153
million.

IAS 40 covers investment property independent of the main activity of the
enterprise concerned. Investment property is real estate held to earn rentals or
for capital appreciation. IAS 40 does not apply to real estate held for use in
the production or supply of goods or services or for administrative purposes.
The standard allows an enterprise to choose either a fair value model or a cost
model for valuation purposes. We have chosen the acquisition cost method, which
is consistent with our previous accounting policy. First-time application of IAS
40 has resulted only in changes in presentation.

For more information on accounting changes, see Note 2 to the consolidated
financial statements.

CONSOLIDATED RESULTS OF OPERATIONS

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31, 2001

Our total income increased by E12,026 million, or 12.6%, to E107,676
million in 2002 from E95,650 million in 2001, due primarily to the full-year
consolidation of Dresdner Bank in 2002, offset in part by the effects of
weakness in the capital markets and the global economy, which affected all of
our operating segments and our banking segment in particular. Our earnings from
ordinary activities before taxation decreased by E3,077 million, or 174.0%, to a
loss of
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E1,309 million in 2002 from income of E1,768 million in 2001. We had a
consolidated tax benefit of E768 million in 2002 and a consolidated tax benefit
of E861 million in 2001, representing overall effective tax rates of (60.9)% and
(55.2)%, respectively, compared to statutory rates for our primary German and
other operating subsidiaries that ranged from 12.5% to 45.5% and averaged 32.6%.
The consolidated tax benefit in 2002 was due primarily to tax losses, for which
a deferred tax asset was recognized.

Net income decreased E2,814 million, or 177.5%, to a loss of E1,229 million
in 2002, compared to income of E1,585 million in 2001, reflecting primarily
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weakness in the capital markets and the global economy, offset in part by the
tax benefit discussed above. This weakness was particularly evident in
writedowns of available for sale investments, which increased significantly to
E5,523 million in 2002. In our banking segment, earnings were negatively
affected by additional net loan loss provisions of E2,222 million. Our
property-casualty insurance business was negatively impacted by significant
claims, including primarily E762 million relating to asbestos and environmental
reserve-strengthening measures at Fireman's Fund and E710 million in net claims
relating to severe floods that struck Germany and Central and Eastern Europe in
July and August 2002. These negative effects in our property-casualty segment
were offset in part by significant investment-related gains and rate increases
in most of our major property-casualty markets.

The following table sets forth the percentage changes for 2002 over 2001 in
our total income, total expenses and net income by segment, which are discussed
in greater detail below, and for the Group as a whole. Changes in results in our
banking and asset management segments related primarily to the full-year
consolidation of Dresdner Bank in 2002. Percentage changes for 2002 over 2001
for our banking segment, which we established as a separate segment in 2001,
reflect the inclusion of Dresdner Bank in our consolidated financial statements
as of July 23, 2001 and are therefore not comparable. See "-- Banking
Operations."

% CHANGE 2002/2001

Property—CasUalty . ottt ittt et ettt et 13.
Life/Health. ittt e e e e ettt e e 7.
BanKking. vttt i e e e e e e e e e e e et e 66.
Asset Management .« o v v vt ittt ittt et e 16.
Consolidated GroUP . .« v i ettt teeeeeeeeeeneeeeeneens 12.
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YEAR ENDED DECEMBER 31, 2001 COMPARED TO YEAR ENDED DECEMBER 31, 2000

Our total income increased E11.861 million, or 14.2%, to E95,650 million in
2001 from E83,789 million in 2000, due primarily to the acquisition of Dresdner
Bank in July 2001, together with increases in property-casualty insurance,
offset in part by a decrease in life/health insurance. Despite the increase in
total income, our earnings from ordinary activities before taxation decreased by
E3,127 million, or 63.9%, to E1,768 million in 2001 from E4,895 million in 2000,
reflecting primarily the effects of the terrorist attack of September 11, 2001
in the United States and weakness in the capital markets. On a consolidated
Group basis, the terrorist attack of September 11, 2001 resulted in net claims
costs of approximately E1.5 billion. As a result of the weakness in the capital
markets, earnings were also negatively affected by E1.6 billion of investment
writedowns. We had a consolidated tax benefit of E861 million in 2001 and a
consolidated tax expense of E170 million in 2000, representing overall effective
tax rates of (55.2)% and 2.7% respectively, compared to statutory rates for our
primary German and other operating subsidiaries that ranged from 10.0% to 43.0%,
and averaged 18.6%. The consolidated tax benefit in 2001 was due to a
substantial amount of tax losses resulting primarily from claims related to the
September 11, 2001 terrorist attack in the United States, together with a
significant amount of tax—-exempt realized gains on investments.
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Net income decreased E1,863 million, or 54.0%, to E1,585 million in 2001,
compared to E3,448 million in 2000, reflecting primarily the impact of the
special adjustment to income taxes in 2000, the effects of the terrorist attack
of September 11, 2001 in the United States and weakness in the capital markets,
offset in part by the tax benefit discussed above.

The following table sets forth the percentage changes for 2001 over 2000 in
our total income, total expenses and net income by segment, which are discussed
in greater detail below, and for the Group as a whole. Results in our banking
and asset management segments reflected primarily the acquisition of Dresdner
Bank in July 2001. Percentage changes for 2001 over 2000 for our banking
segment, which we established as a separate segment in 2001, are based on the
results for 2000 of the banking operations of the Allianz Group, which we
reported in 2000 and prior years together with asset management as part of our
financial services segment and are therefore not comparable. See "-- Asset
Management Operations" and "-- Banking Operations."

% CHANGE 2001/2000

Property—CasuUalty . ottt ittt ittt et 8.2 % 12.6 % (27.5)%
Life/Health. ittt it e e et et et et et e i eenen (8.2)% (5.2)% (63.4)%
= o< I L O 645.7 % 689.4 % (317.8)%
Asset Management .o v v vt ittt ittt ettt e e 59.0 % 84.7 % (289.9)%
Consolidated GroUP . .« vttt ittt teeeeeeeeeenneeeeeeens 14.5 % 19.0 % (54.0)%

CONSOLIDATED ASSETS AND LIABILITIES

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31, 2001

Total assets decreased by E90,814 million, or 9.6%, to E852,172 million at
December 31, 2002, from E942,986 million at December 31, 2001, primarily as a
result of the deconsolidation of Deutsche Hyp and price declines in the capital
markets. Our own investments (including loans and advances in our banking
segment) decreased by E88,505 million, or 11.3%, to E696,433 million in 2002
from E784,938 million in 2001, while separate account assets increased by E965
million, or 3.9%, to E25,657 million at December 31, 2002, from E24,692 million
at December 31, 2001. Insurance investments (excluding separate account assets)
increased by E8,442 million, or 2.4%, to E362,577 million in 2002 from E354,135
million in 2001.

Our shareholders' equity decreased by 31.4% to E21,673 million at December
31, 2002 compared to E31,613 million at December 31, 2001. This decrease
resulted primarily from a decrease in net unrealized gains of E7,198 million
from E8,276 million at December 31, 2001 to E1,049 million (adjusted for
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currency translation) at December 31, 2002, reflecting generally adverse
conditions in the capital markets.

YEAR ENDED DECEMBER 31, 2001 COMPARED TO YEAR ENDED DECEMBER 31, 2000

Total assets increased by E502,978 million, or 114.3%, to E942,986 million
at December 31, 2001, from E440,008 million at December 31, 2000, primarily as a
result of our acquisition of Dresdner Bank in July 2001. Our own investments
grew by E456,813 million, or 139.2%, to E784,938 million in 2001 from E328,125
million in 2000, while separate account assets increased E1,922 million, or
8.4%, to E24,692 million at December 31, 2001, from E22,770 million at December
31, 2000. Insurance investments grew by E19,066 million, or 5.7%, to E354,135
million in 2001 from E335,069 million in 2000.

Our shareholders' equity decreased by 11.2% to E31,613 million at December
31, 2001 compared to E35,592 million at December 31, 2000. This decrease
resulted primarily from a decrease in net unrealized gains of E5,210 million in
2001.
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INVESTMENT PORTFOLIO IMPAIRMENTS AND UNREALIZED LOSSES
VALUATION OF SECURITIES AVAILABLE FOR SALE

All investments in our investment portfolio are subject to regular
impairment reviews. Generally, the carrying value of our investments is reviewed
for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. Impairments are measured as the
difference between the acquisition cost of a particular investment and the
expected recoverable amount (generally market value).

Securities available for sale are recorded at fair value, and are reviewed
regularly for impairments. Valuation write-downs to fair value are charged to
income if an other than temporary diminution in value occurs. As of the closing
date for each quarter and year end, we identify on a Group-wide basis all
securities whose market values are other than temporarily below acquisition cost
based on our policy guidelines. Fair value determinations for financial assets
and liabilities are based generally on listed market prices or broker or dealer
price quotations.

FIXED INCOME SECURITIES

Fixed income securities are written down if one or more of the following
factors indicate that repayment of the principal can no longer be expected in
light of the intended holding period:

— the issuer's or counterparty's financial condition deteriorates,
evidenced by a variety of circumstances, including the fact that
creditors grant special conditions or concessions that they would not
otherwise grant, disappearance of an active market for the investment,
or actual or impending bankruptcy;

— disappearance of an active market for the security due to the issuer's
financial difficulties;
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— default or delay in interest service or repayment of principal;

— 1in the case of asset-backed securities, a pattern indicates that the
entire amount of a portfolio of accounts receivable or other assets may
not be collected; or

- Group management no longer has the intent and ability to hold the
security through the anticipated recovery period.

We analyze fixed income assets for impairment if any of the following
occurs:

- rating agency downgrade below investment grade;
- fair value declines significantly below cost;

— change in conditions in the issuer's or counterparty's industry,
business segment or geographic area; or

— change in recommendations of investment advisors or market analysts.
Generally, we do not consider fixed income instruments impaired if the
decline in value is caused solely by changes in interest rates.

EQUITY INVESTMENTS

Equity investments categorized as securities available for sale are valued
at market value.

Other Than Temporary Declines in Market Value. We record an impairment
loss if a decline in the market wvalue of an equity security is other than
temporary. In 2001, we generally considered a decline in market value in an
equity security classified as available for sale to be other than temporary if
the market value of the security was continuously for a period of more than six
months more than 30% below both the weighted average acquisition cost of the
individual Group company that held the security and the Group's weighted average
acquisition cost. In these instances we recorded an impairment on equity
securities held by Group companies that were in an unrealized loss position. In
2002, we modified our policy and generally considered a decline to be other than
temporary if the market wvalue was continuously for a period of more than six
months 20% or more below both the weighted average acquisition cost
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of the individual Group company that held the security and the Group's weighted
average acquisition cost.

Additional Factors. In addition, we record an impairment on our available
for sale securities if one or more of the following factors indicate that the
cost of the investment may not be recovered in light of the intended holding
period:

— the issuer's financial condition deteriorates, evidenced by a variety of
circumstances, including disappearance of an active market for the
investment, or actual or impending bankruptcy;

— the issuer is adversely affected by significant developments in its
business environment; or

- the market value of an investment has declined more than 80% below an

individual Group company's acquisition cost as of the end of any fiscal
quarter.
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If any of the following occurs, we analyze the investment for impairment in
greater detail:

— change in recommendations of investment advisors or market analysts;

— significant developments or events in the issuer's business conditions
and environment;

— decline in the issuer's P/E ratio;
— losses recently incurred by the issuer;
— changes in the issuer's dividend policy.

Management Judgment Analysis. If the criteria mentioned above indicate an
impairment but recovery of the acquisition cost is still expected in the medium
term, the decrease in value may still be considered temporary based on
management's judgment, provided we have the intent and ability to hold the
investment for a period of time sufficient to allow for a recovery in fair
value. The following information is required to support any decision not to
record an impairment in such cases:

relative performance of the investment compared to benchmarks indicate
that the decrease in value is attributable to industry or market
conditions, rather than issuer-specific problems;

- positive evaluations of market analysts;

— historical share price development and volatility in share prices
indicate that acquisition cost may be recovered in the near future; or

specific intentions and ability to hold the investment exist.

A decision based on management Jjudgment has to follow these guidelines,
must be supported by full documentations and is required to be updated at
regular intervals. The evaluation includes other factors, such trends in stock
market performance, the extent to which the fair value is below the acquisition
price and the period of time for which unrealized losses have existed. To ensure
consistency, decisions based on management judgment may only be taken at the
Group level and not by any of the Group's subsidiary operating entities.

Private Equity Investments. The IFRS carrying value of the Group's
available for sale private equity investments was E1,723 million at December 31,
2002 and E1,959 million at December 31, 2001.

Direct private equity investments, which are primarily non-traded
securities, are generally carried by the Allianz Group at cost. The Group tests
private equity investments for impairment on a quarterly basis, generally on the
basis of financial measures such as EBITDA and EBIT or price to earnings ratios.
If appropriate, discounted cash models or leveraged buyout models are applied.
Information from publicly available reports of the Group's private equity
investees is also
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taken into account. If a decline in the fair value of a private equity
investment is determined to be other than temporary, the investment is

considered to be impaired.

A significant portion of the Group's available for sale private equity
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investments was held at Dresdner Bank (E980 million at December 31, 2002 and
E1,140 million at December 31, 2001). Dresdner Bank records an impairment loss
on such investments if a decline in the value of the investment is determined to
be other than temporary. Dresdner Bank generally considers a decline to be other
than temporary if the market value was 20% or more below acquisition cost over a
period of six months.

Investments in Funds. The Group's valuation of investments in funds, or
funds of funds, relies primarily on information relating to net asset value
provided by the general partners of such funds. If a decline in the net asset
value of a fund of funds is determined to be other than temporary, the
investment is considered to be impaired. Additional factors not reflected in the
net asset value of a fund of funds may also be taken into account in making
impairment determinations.

VALUATIONS OF SECURITIES HELD TO MATURITY

The fair value of individual securities held to maturity can fall
temporarily below their carrying value, but, provided there is no risk resulting
from changes in financial standing, such securities are not written-down in
value. Impairment charges on securities held to maturity totaled E31 million in
2002 and E35 million in 2001.

IMPAIRMENT CHARGES

For the year ended December 31, 2002, other expenses for investments
totaled E14,102 million, of which E8,204 related to realized losses and E5,898
related to depreciation and write-downs. Of the total amount of realized losses
in 2002, E8,063 million related to securities available for sale, E4 million to
securities held to maturity, E131 million to real estate used by third parties
and E6 million to other investments. Of the amount related to depreciation and
write-downs, E5,523 million was attributable to securities available for sale,
E31 million to securities held to maturity, E333 million to real estate used by
third parties (including scheduled depreciation) and E11l million to other
investments. In 2002, we recorded E4,953 million of write-downs related to
equity securities, E345 million related to corporate bonds and E202 million
related to government bonds.

For the year ended December 31, 2001, other expenses for investments
totaled E8,923 million, of which E6,998 million were attributable to realized
losses and E1,925 million resulted from depreciation and write-downs. Realized
losses for securities available for sale were E6,888 million, for securities
held to maturity E12 million, for real estate used by third parties E19 million,
and for other investments E79 million. Of the total amount for depreciation and
write-downs, E1,507 million related to securities available for sale, E35
million to securities held to maturity, E378 million to real estate used by
third parties (including scheduled depreciation) and E5 million to other
investments. In 2001, we recorded E1,201 million of write-downs related to
equity securities, E170 million related to corporate bonds and E103 million
related to government bonds.

UNREALIZED LOSSES

As of December 31, 2002, unrealized losses from securities available for
sale totaled E10,523 million, of which E10,067 million were attributable to
equity securities, E326 million to corporate bonds, E106 million to government
bonds and E24 million to other securities. As of December 31, 2001, we recorded
a total of E7,390 million unrealized losses. Of this amount, E5,601 million
related to equity securities, E1,139 to government bonds and E650 to corporate
bonds. The gross amount of unrealized losses that would have been recognized as
impairments based on our current policies but for the application of management
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judgments (i.e., unrecognized impairment losses) was E261 million and E764
million at December 31, 2001 and December 31, 2002, respectively. On a net
basis, after policyholder participation and minority
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interests, these amounts were E145 million and E267 million, respectively. All
of the foregoing unrecognized impairment losses arose in respect of our equity
holdings. In determining such amounts, we have utilized the Group's average
acquisition cost of such securities as determined on a quarterly basis.

Of the gross unrecognized impairment losses attributable to equity
securities as of December 31, 2001, E261 million related to our positions in
five equity securities in the telecom and technology sector, in which we
considered the decline in market values to be only temporary even though market
prices were 30% or more below the Group's average acquisition cost in the second
half of 2001. The approach reflected a decision based on management's judgment
in light of independent research analysis.

There were gross unrealized losses of E764 million as of December 31, 2002
relating to positions in nine equity securities for which we did not record
impairments although they were 20% or more below the Group's average acquisition
cost for the period between July 1, 2002 and December 31, 2002. As a result of
the assessment of each individual stock, we determined that the current
unrealized losses in these nine investment positions were only temporary.

All of these nine equity securities were attributable to investment-grade
issuers and none to non-investment grade companies. Of the nine investment
positions, four related to the telecom industry, with aggregate gross unrealized
loss of E218 million. Three investment positions related to technology companies
with aggregate gross unrealized loss of E424 million. The two remaining
positions were in the utilities sector (gross unrealized loss of E28 million)
and in a financial institution (gross unrealized loss of E94 million). For U.S.
GAAP purposes, we recorded an impairment charge of E324 million before tax and
minority interest with respect to these nine securities. See Note 45 to our
consolidated financial statements.

The following table sets forth further details regarding the duration and
amount below cost of the Group's unrealized loss positions for equity
securities, excluding the nine securities referred to above, as of December 31,
2002.

AGEING TABLE: DURATION AND AMOUNT OF UNREALIZED LOSSES AS OF DECEMBER 31, 2002

0 TO 6 MONTHS 6 TO 12 MONTHS 12 TO 18 MONTHS GREATER THAN 18 MONTHS

(E IN MILLIONS)

Market Value.......... 21,948 7,603 513 211
COStve i i i i iiiienn 27,495 11,118 718 247
Unrealized LosS....... (5,547) (3,515) (205) (36)

LESS THAN 20% 20% TO 50% GREATER THAN 50%

(E IN MILLIONS)
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Market Value.......... 18,414 11,432 428
COStve i i i iiiienn 21,957 16,658 962
Unrealized LosSS....... (3,543) (5,226) (534)

Although all individual securities were reviewed to ensure that no material
impairments or other than temporary losses were required to be charged to income
in 2002, the identification of impairment and other then temporary losses and
the determination of the recoverable amount are an inherently uncertain process
involving various assumptions and factors, including the financial condition of
the issuer, expected future cash flows, observable market prices and expected
net selling prices. Further developments after December 31, 2002 may indicate
that certain unrealized losses that existed as of December 31, 2002 will need to
be considered other than temporary, resulting in a negative impact on our profit
and loss account. However, the net income effect of any charges would be
decreased by the allocation of a portion of such charges to policyholder
participation and minority interests.

Determinations relating to unrealized losses and impairments in our
investment positions, including decisions based on management judgment, are made
on the basis of an assessment of
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each individual investment position. We accordingly do not believe that such
determinations have an impact on other material investments held.

DISCUSSION OF OPERATIONS BY BUSINESS SEGMENT
INSURANCE OPERATIONS

We provide property-casualty and life/health products and services on an
individual and group basis in more than 70 countries worldwide. In our
property-casualty business, we provide, among other things, automobile,
homeowners, travel and other personal lines products and are a leading provider
of commercial and industrial coverages to business enterprises of all sizes,
including many of the world's largest companies. Our life/health insurance
businesses provide endowment, annuity and term insurance products and a wide
range of health, disability and related coverages to individual insureds, as
well as group life, group health and pension products to employers. In addition
to strong local positions, we have established leading positions in certain
specialty lines on a global basis, including credit insurance, marine and
aviation insurance, industrial reinsurance through Allianz Global Risks, and
travel and assistance insurance.

Our products are marketed in Germany primarily under the "Allianz" brand
name. In other countries we generally operate through our subsidiary insurers'
brand names, which are identified as part of the Allianz Group. We believe that
our brand name is one of the best-known and most highly respected in the German
marketplace, combining a reputation for excellent customer service with an image
of superior financial strength.

Our philosophy is to provide considerable latitude to our operating
entities in product design, underwriting, distribution, marketing and operations
while providing various levels of centralized support in such areas as financial
and strategic planning, investment management, knowledge transfer, accounting
and reinsurance to our subsidiaries from our headquarters in Munich. We refer to
this combination of centralized strategic management and local business autonomy
as a "multi-local" approach to our global insurance business. We believe that
this gives our subsidiary operations the flexibility to best respond to local
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market conditions and allows us to implement strategic goals and create
incentives for our employees on a country-by-country basis.
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PROPERTY-CASUALTY INSURANCE OPERATIONS

The following table sets forth certain financial information for our

property-casualty operations for the years indicated:

YEAR ENDED DECEMBER 31,

(E IN MILLIONS)

Gross premiums Written . ...ttt ittt ettt et e aeeeeeeenn 43,294 42,137 38,382
Premiums earned (Neh) (1) v v v ittt it ittt it ettt et teeeeenens 36,458 34,428 31,529
Interest and similar 1NCOME. .. v ittt ittt ittt ettt aeeenns 4,473 5,068 5,568
Income from affiliated enterprises, joint ventures and

associated enterpPrises . @ittt e e e e e e 8,494 (2) 889 1,833
Other income from Investments. . ... ...ttt tneeneenneens 3,652 4,307 4,259
Trading 1NCOME . & v vttt it e e e e e ettt e et ettt eaeeeeeeeeeaaaens 207 1,451 (10)
Fee and commission income, and income from service

=R eV i 8 = T 521 1,425 940
Other INCOmME. & i ittt ettt e e et e et ettt ettt et e eaeeaeeens 1,751 1,202 1,078

Total INCOME . vttt ettt et e et ettt ettt et e eeeeeeaeeean 55,556 48,770 45,197
Insurance benefits (Net) (3) v v vttt ittt ettt et et ettt eeeeeenn (28,974) (28,200) (25,413)
Interest and sSimMilar EXPENSES . c v i vttt teeeeeeeenneeeeeeeenns (1,564) (1,323) (1,1306)
Other expenses for investmentsS. .......ii ittt eennnnnnnn (3,567) (2,888) (1,913)
LoAn 10SS AllOWaANC . i v ittt ittt ettt ettt et ettt teseeeeeneas (7) (4) —=
Acquisition costs and administrative expenses(4)............ (10,521) (10,042) (9,1006)
Amortization of goodwill. ... ...ttt (370) (349) (277)
(O ol o TS a4 @ o 1= = (2,999) (3,555) (3,453)
I ol B D g oYY o = = (48,002) (46,361) (41,298)

FEarnings from ordinary activities before taxation........... 7,554 2,409 3,899
T AR S et e e e e e e e e eae e e e e aeeeeee e eaeeeeeeseeaeeeeeeeeeaeeens 469 701 5
Minority interests in earnings....... ..ot iiineeeeeennnnns (816) (740) (642)
J S i 1a Yo 1 7,207 2,364 3,262
(1) Net of reinsurance ceded of E6,150 million, E6,669 million and E6,488

million in 2002, 2001 and 2000, respectively.

Reflects realized gains of E1,886 million from open market sales of Munich
Re shares and E713 million on the sale of a real estate subsidiary in Italy,
as well as significant income from intercompany transactions, including
realized gains of E3,332 million from the transfer of Munich Re shares from
Allianz AG to Dresdner Bank and dividend income of E382 million from
Dresdner Bank. The gains on these intercompany transactions were eliminated
at the Group level.
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(3) Includes loss and loss adjustment expenses of E28,502 million, E27,919
million and E24,566 million in 2002, 2001 and 2000, respectively.

(4) Includes net underwriting costs of E10,015 million, E9,543 million and
E8,548 million in 2002, 2001 and 2000, respectively.

YEAR ENDED DECEMBER 31, 2002 COMPARED TO YEAR ENDED DECEMBER 31, 2001

Gross Premiums Written. Our gross premiums written from property-casualty

operations in 2002 increased by E1,157 million, or 2.7%, to E43,294 million from

E42,137 million in 2001. Eliminating the effect of exchange rate movements and
changes in the scope of consolidation,
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which decreased 2002 gross premiums written by E246 million, gross premiums
written increased by 3.2%. This increase came primarily as a result of rate
increases in all of our major markets, offset in part by a more selective
underwriting policy, particularly in our industrial reinsurance business and in
the United States, but also in other major markets.

Premiums Earned (Net). On a Group-wide basis, property-casualty net
premiums earned in 2002 and 2001 reflected premiums ceded to reinsurers of
E6,150 million and E6,669 million, respectively, resulting in overall retention
levels of approximately 85.6% in 2002 and 83.8% in 2001. Net premiums earned
increased by E2,030 million, or 5.9%, to E36,458 million in 2002 from E34,428
million in 2001, which exceeded the 2.7% increase in gross premiums written and
reflected the increase in overall retention levels.

Trading Income. Trading income from our property-casualty operations
decreased by E1,244 million, to E207 million in 2002 from E1,451 million in
2001, due primarily to the decrease of E1,212 million in gains from certain
derivative financial instruments. These gains relate to derivative financial
instruments embedded in outstanding exchangeable bonds that do not qualify for
hedge accounting and from forward contracts that are used to hedge investments.
Gains or losses on such financial instruments arising from valuation at fair
value are included in trading income. The decrease in 2002 reflected primarily
long positions on index futures entered into in late 2001, which substantially
offset the market value gains from outstanding short positions. We had entered
into short positions on these index futures in connection with our issuance of

certain exchangeable bonds in 2001 and prior years. See "-- Year Ended December
31, 2001 Compared to Year Ended December 31, 2000 -- Trading Income."
Insurance Benefits (Net). Net insurance benefits for our worldwide

property-casualty business, which consist of claims paid, changes in reserves
for loss and loss adjustment expenses, changes in other reserves and expenses of
premium refunds, increased by E774 million, or 2.7%, to E28,974 million in 2002
from E28,200 million in 2001. Of this amount in 2002, E762 million related to
asbestos and environmental reserve-strengthening measures at Fireman's Fund. An
additional approximately E710 million was attributable to net claims relating to
severe flooding in Germany and Central and Eastern Europe in July and August
2002. The increase in net insurance benefits in 2002 followed on an already high
level of net insurance benefits in 2001, which reflected claims from the
terrorist attack of September 11, 2001. For additional information on
reserve-strengthening measures at our U.S. property-casualty insurance
subsidiaries, see "-- Property-Casualty Insurance Reserves —-- Individual Country
Reserves —-- Gross Reserves —-- United States."

The following table sets forth net loss, expense and combined ratio
information for our property-casualty operations by geographic region for the
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years 2002 and 2001:

YEAR ENDED DECEMBER 31, 2002

REST OF REST OF SPECIALTY
GERMANY EUROPE NAFTA WORLD LINES
Loss ratio(l) cu e e e e e e ettt eeeennnns 74.2% 76.8% 94.6% 74.5% 75.9%
Expense ratio(2) ...t innnnnnn. 28.3% 24.6% 32.9% 28.1% 32.5%
Combined ratio.....ee et eeennnnn. 102.5% 101.4% 127.5% 102.6% 108.4%

YEAR ENDED DECEMBER 31, 2001

REST OF REST OF SPECIALTY
GERMANY EUROPE NAFTA WORLD LINES
Loss ratio(l) cue e e e e e et ettt ieeennnns 76.2% 80.3% 99.9% 72.8% 66.5%
Expense ratio(2) ... einnnnnn. 26.8% 26.2% 29.2% 32.9% 39.5%
Combined ratio. ...ttt enennnnn. 103.0% 106.5% 129.1% 105.7% 106.0%

(1) Represents ratio of total loss and loss adjustment expenses to net earned
premium.

(2) Represents ratio of net underwriting costs to net earned premium.
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The overall decrease in the Group combined ratio to 105.7% in 2002 from
108.8% in 2001 reflects the decrease in the Group's loss ratio to 78.2% in 2002
from 81.1% in 2001. The Group loss ratio was affected primarily by improved loss
ratios in the Group's reinsurance operations at Allianz AG and in many of the
Group's major markets, reflecting rate increases, particularly in our automobile
lines, and decreased claim frequency. These improvements were offset in part by
increased net claims related to severe flooding in Germany and Central and
Eastern Europe in July and August 2002 and a series of other storms, asbestos
and environmental reserve-strengthening measures at Fireman's Fund and increased
net claims in our credit insurance. Excluding the effect of the flooding-related
claims and the asbestos and environmental reserve-strengthening measures in 2002
and the effects of the September 11, 2001 terrorist attack in 2001, the Group
loss ratio would have decreased to 74.2% in 2002 from 76.7% in 2001. The Group
expense ratio was largely unchanged at 27.5% in 2002 compared to 27.7% in 2001.
Increased expenses relating to the development of the distribution capacity in
Germany were offset by increased operating efficiencies at other Group
companies.

Acquisition Costs and Administrative Expenses. Acquisition costs and
administrative expenses consist primarily of changes in deferred acquisition
costs, administrative expenses, and net underwriting costs. Net underwriting
costs of E10,015 million in 2002 increased E472 million, or 4.9%, over 2001
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levels of E9,543 million, which slightly exceeded our property-casualty premium
growth rate of 2.7% due primarily to reduced commission income from reinsurance
business ceded, reflecting higher overall retention levels. The increased
expenses were offset in part by increased operating efficiencies at Group
companies and cost reduction measures.

Net Income. Net income from property-casualty insurance operations in 2002
increased by E4,843 million, or 204.9%, to E7,207 million in 2002 compared with
E2,364 million in 2001. The increase was due primarily to investment-related
items, including realized gains of E1,886 million from open market sales of
Munich Re shares, approximately E1,100 million from open market sales of
Vodafone AG shares and E713 million on the sale of a real estate subsidiary in
Italy, as well as realized gains from the sale of other shareholdings in the
Group's German equity portfolio. The segment also recorded significant income
from intercompany transactions, including realized gains of E3,332 million from
the transfer of Munich Re shares from Allianz AG to Dresdner Bank, dividend
income of E382 million from Dresdner Bank and E224 million from the sale of
Vereinte Lebensversicherung AG from Vereinte Versicherung AG to Allianz
Lebensversicherungs—-AG (or Allianz Leben). The gains on these intercompany
transactions were eliminated at the Group level. These increases were offset in
part by realized losses of E1,536 million and net investment writedowns of
E1l,737 million, reflecting weakness in the capital markets. Excluding these
investment related items, net income from property-casualty operations in 2002
reflected significantly increased net insurance benefits, including primarily
E762 million relating to asbestos and environmental reserve-strengthening
measures at Fireman's Fund and E710 million in net claims relating to severe
flooding in Germany and Central and Eastern Europe in July and August 2002,
offset in part by the increase in net insurance premiums attributable to rate
increases in most of our major markets.

Amortization of goodwill was E370 million in 2002, an increase of E21
million, or 6.0%, from E349 million in 2001, largely as a result of the
amortization of goodwill associated with our acquisition of additional
shareholdings in Frankfurter Versicherungs—-AG and Bayerische Versicherungsbank
AG in June 2002. See "Major Shareholders and Related Party Transactions —-—
Related Party Transactions —-- Transactions with Munich Re." Minority interests
in earnings increased to E816 million in 2002 from E746 million in 2001.
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YEAR ENDED DECEMBER 31, 2001 COMPARED TO YEAR ENDED DECEMBER 31, 2000

Gross Premiums Written. Our gross premiums written from property-casualty
operations in 2001 increased by E3,755 million, or 9.8%, to E42,137 million from
E38,382 million in 2000. Eliminating the effect of exchange rate movements,
which increased 2001 gross premiums written by E28 million, gross premiums
written increased by 9.7%. This increase came as a result of increases in all of
our geographic segments, particularly in Rest of Europe, due to growth in France
and Italy, and in Germany as discussed below.

Premiums Earned (Net). On a Group-wide basis, property-casualty net
premiums earned in 2001 and 2000 reflected premiums ceded to reinsurers of
E6,669 million and E6,488 million, respectively, resulting in overall retention
levels of approximately 83.8% in 2001 and 82.9% in 2000. Net premiums earned
increased by E2,899 million, or 9.2%, to E34,428 million in 2001 from E31,529
million in 2000, paralleling the 9.8% increase in gross premiums written.

Trading Income. Trading income from property-casualty operations increased
by E1,461 million, to E1,451 million in 2001 from a loss of E10 million in 2000,
due primarily to gains on derivative financial instruments for which hedge
accounting is not applied. These derivative financial instruments include
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embedded derivatives in exchangeable bonds issues and forward contracts that are
used to hedge investments but do not qualify for hedge accounting. We issued two
series of bonds in 2001 that were exchangeable in accordance with their terms
into equity securities of other publicly traded companies in order to reduce our
long-term shareholdings in those issuers. We entered into short forward
contracts on shares of HypoVereinsbank in connection with our acquisition of
Dresdner Bank in 2001. See "Related Parties —-- Transactions with Munich

Re —-- Agreement in Principle."

In 2001, we had outstanding four exchangeable bonds with a total notional
amount of E5,777 million, which contained embedded short options on equity
securities and equity indices that were required to be separated from the host
debt instrument because the risks of the embedded derivatives were not clearly
and closely related to that of the host instrument. In 2001, we recorded a
market value gain of E880 million related to these embedded derivatives as a
result of the decline in the market value of the underlying shares and indices
covered by the short options. We also recorded market value gains of E571
million in 2001 on derivative financial instruments for which hedge accounting
was not applied. These gains were primarily the result of market value gains on
short forward contracts on equity securities of HypoVereinsbank due to declines
in the market value of the underlying shares.

The significant increase in trading income in 2001 compared with 2000 was
primarily attributable to the fact that many of these derivative transactions
were new in 2001. In addition, embedded derivatives in exchangeable bonds issued
prior to 2001 were separated from their host contracts for the first time in
2001 upon the implementation of IAS 39 and SFAS 133 as of January 1, 2001. For
additional information, see Note 28 to our consolidated financial statements.

Insurance Benefits (Net). Net insurance benefits for our worldwide
property-casualty business increased by E2,787 million, or 11.0%, to E28,200
million in 2001 from E25,413 million in 2000. A significant portion of the
increase was attributable to the September 11, 2001 terrorist attack in the
United States, which negatively impacted net claims in the property-casualty
lines by approximately E1.5 billion in 2001, primarily in the United States, and
to a lesser extent, in our reinsurance operations in Germany and other
countries. The remainder of the increase in net insurance benefits related to
increased premium volume.
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The following table sets forth net loss, expense and combined ratio
information for our property-casualty operations by geographic region for the
years 2001 and 2000:

YEAR ENDED DECEMBER 31, 2001

REST OF REST OF SPECIALTY
GERMANY EUROPE NAFTA WORLD LINES
Loss ratio(l) .veeeeeeeneeeennn 76.2% 80.3% 99.9% 72.8% 66.5%
Expense ratio(2) ........... ... 26.8% 26.2% 29.2% 32.9% 39.5%
Combined ratio........ooovu.... 103.0% 106.5% 129.1% 105.7% 106.0%
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YEAR ENDED DECEMBER 31,

2000

Loss ratio (1)« e i iiiie i, 73.5%
Expense ratio(2) ..........oo... 24.2%

Combined ratio................. 97.7%

REST OF
EUROPE NAFTA

107.9% 117.5%

REST OF
WORLD

SPECIALTY
LINES

53.1%
36.3%

89.4%

(1) Represents ratio of total loss and loss adjustment expenses to net earned

premium.

(2) Represents ratio of net underwriting costs to net earned premium.

The overall increase in the Group combined ratio to 108.8% in 2001 from
104.9% in 2000 reflects deteriorating loss ratios in the NAFTA =zone,
our specialty lines, primarily due to increased net claims as a result of the
September 11, 2001 terrorist attack and, in the case of specialty lines,
part by improved loss ratios in Rest
effect of the claims relating to the
United States, the combined ratio

unfavorable economic conditions, offset in
of Europe and Rest of World. Excluding the
September 11, 2001 terrorist attack in the
would have decreased slightly to 104.4% in

2001 from 104.9%

in 2000.

expense ratio worsened slightly to 27.7% in 2001 from 27.0% in 2000,
primarily to expenses incurred in our German property-casualty operations and at
Allianz AG, the results of which are included in our property-casualty segment,
in connection with the build-out of our information technology systems and
marketing and sales force development. Also contributing to the increased
expense ratio were expenses incurred at Allianz AG relating to the integration

of Dresdner Bank.

Acquisition Costs and Administrative Expenses.

Germany and

The Group
due

Net underwriting costs of

E9,543 million in 2001 increased E995 million, or 11.6%, over 2000 levels of
E8,548 million, which slightly exceeded our property-casualty premium growth
rate of 9.8% due primarily to expenses incurred in connection with information
technology, marketing and sales force development.

Net Income. Net income from property-casualty insurance operations in 2001
decreased by E898 million, or 27.5%, to E2,364 million in 2001 compared with
E3,262 million in 2000. The decrease was driven primarily by the special

adjustment to income taxes, which benefited our results in 2000,

increased net

claims resulting from the September 11, 2001 terrorist attack and reduced

investment results, reflecting weakness in the capital markets.

These were

offset in part by a tax benefit resulting from a substantial amount of tax
losses attributable primarily to claims related to the September 11,
terrorist attack in the United States, together with a significant amount of
tax-exempt realized gains on investments resulting in large part from forward
sales and other transactions that were entered into in 2001 but concluded in

2002.

Amortization of goodwill was E349 million in 2001,
million, or 26.0%, from E277 million in 2000,

2001

an increase of E72
largely as a result of

amortization of goodwill on acquisitions made in Australia and the Netherlands.
Minority interest increased to E746 million in 2001 from E642 million in 2000.
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TOTAL
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Our consolidated results of operations in 2000 included the effects of
certain special adjustments to income taxes. There were no special adjustments
to our consolidated results of operations in 2001. Excluding the impact of these
items in 2000, net income would have increased by E139 million, or 6.2%, to
E2,364 million in 2001, from E2,225 million in 2000.

PROPERTY-CASUALTY LOSS RESERVES

We establish loss reserves in our property-casualty business to cover our
future payment obligations under insurance claims where either the amount of
benefits to be paid or the date when payments are to be made is not yet fixed.
The reserve is calculated using recognized actuarial methods to arrive at an
estimated amount necessary to settle claims in full. For additional information
on our property-casualty loss reserves, including discussion of our reserves by
individual country on a local statutory accounting basis, see "--
Property-Casualty Loss Reserves." See also Note 16 to our consolidated financial
statements.

In 2002, our gross consolidated IFRS loss reserves decreased by E1,822
million, or 2.9%, to E59,564 million compared to E61,476 million in 2001,
reflecting primarily a decrease from the high levels of 2001 that resulted from
the terrorist attack of September 11, 2001. The decrease in 2002 was offset in
part primarily by asbestos and environmental reserve-strengthening measures in
our U.S. operations, as well as smaller reserve increases in France and Italy.
In the United States, we recorded a net increase of E762 million relating to
asbestos and environmental exposures at our U.S. subsidiary Fireman's Fund for
accident years 1987 and prior. We recorded this increase in September 2002
following completion of a study by external and internal actuaries of Fireman's
Funds asbestos and environmental liabilities, which reflected deteriorating
industry-wide loss trends. See "-- Property-Casualty Loss Reserves —-- Individual
Country Reserves —-- Gross Reserves —-- United States." Following the
re—-evaluation of certain lines of business in 2002, we also increased reserves
relating to liability and workers' compensation at Fireman's Fund for accident
years 2000 and 1999. In addition, we increased general liability reserves by
E921 million at Allianz Insurance Co. for accident years 1997 to 2001 as a
result of an actuarial analysis and more conservative re-underwriting in 2002,
and property reserves at Allianz Insurance Co. by E184 million due to additional
provisions relating to the terrorist attack of September 11, 2001. These
increases were offset in part by favorable developments in commercial
multi-peril and surety reserves at Fireman's Fund for the accident year 2000. In
France, we increased gross loss reserves by E360 million in 2002, reflecting
adverse reserve development in AGF's motor liability (E185 million), general
liability (E105 million) and property (E50 million) lines, offset by favorable
development at EULER & HERMES and Allianz Marine & Aviation. In Italy, we
strengthened reserves in 2002 relating to motor liability and general liability
at RAS Group.

In 2001, our gross loss reserves increased by E7,429 million, or 13.7%, to
E61,476 million compared to E54,047 million in 2000, primarily as a result of
the terrorist attack of September 11, 2001. On a consolidated Group basis, the
terrorist attack of September 11, 2001 resulted in net claims of approximately
E1.5 billion. In the United States, we increased gross reserves by E3,591
million in 2001, substa