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ECONOMIC ENVIRONMENT

Global economic performance remained significantly below
the expectations of most experts at the beginning of the
year, however, during the year, some aspects of the econo-
my stabilised. According to information from the Interna-
tional Monetary Fund (IMF) the level of global economic
growth was almost 3.1% in October 2015, which was still

0.7 percentage points below the forecasts of October 2014.

US growth was comparatively strong, at 2.6%, while the
euro zone was considerably below average at 1.5%.

The largest emerging markets also developed weaker than
forecasted. This is true in particular for China, Russia,
South Africa and Brazil. India, on the other hand, was still
able to increase its GDP in 2015 by over 7%. The past
year was a difficult one for the Austrian economy, with a
growth of 0.8%. The insurance industry was able to
achieve an above average sector result, of 1.8%, but was
not able to meet the expectations of the original forecasts
as a result of the generally weak economic conditions.

Central and Eastern Europe (CEE) recorded an aver-
age growth adjusted for purchasing power of 2.9%
(-0.7 percentage points in comparison with 2014). In par-
ticular, the markets of Czech Republic, Poland, Slovakia,
Slovenia and Hungary were able to further secure their
positions as growth markets with average GDP growth of
3.5%. In addition, the Baltic region’s economy performed
better than the EU average in 2015.

In 2015, Ukraine reached the low point in its crisis, with a
9% decline. Bulgaria, on the other hand recorded stable
development of 1.7%, Croatia and Serbia were able to
record growth again for the first time, with 0.8% and 0.5%,
respectively. In Romania, the economy grew at a rate of
3.4%, a 0.6 percentage point improvement to the previous
year. In retrospect, both the crisis in Ukraine and the sanc-

tions against Russia had a less negative effect on the
other CEE countries than had been feared.

The weak global growth is connected to the policies of the
central banks in the USA and the EU. While the Fed was
not willing to raise interest rates as early as expected,
despite good economic data, the ECB stuck to a compre-
hensive bond purchasing programme. In the insurance
industry, the low interest rate environment represented a
particular challenge for life insurance companies.

On the positive side, the low oil price provided the econo-
my with significant support during the past year, particular-
ly as it had the effect of a tax reduction.

LEGAL ENVIRONMENT
Solvency I

The changes to the European insurance supervisory sys-
tem, referred to as Solvency I, that are to be implemented
by all member states of the EU present great challenges
for insurance companies. Temporary uncertainty about the
final details of Solvency Il made it important for companies
to provide a high deal of flexibility in their implementation
plans.

After years of preparation, Solvency Il came into force fully
at the beginning of 2016. At the same time, the new Aus-
trian Insurance Monitoring Act (VAG Versicherungs-
aufsichtsgesetz) also came into effect.

The interim measures published by the European Insur-
ance and Occupational Pensions Authority (EIOPA) be-
came binding in 2014 for the staged introduction of the
insurance companies to Solvency Il and were extensively
applied by all national supervisory authorities in the EU in
2015.
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Preparatory modifications were made to the previous VAG
on 1 July 2014, making extensive reference to EIOPAs
interim measures, specifying the requirements of Solvency I
on the core areas and concerning the following points:

¢ The system of governance

* Reporting to national supervisory authorities

e Forward-looking assessment of own risks (FLAOR) in
preparation for the Own Risk and Solvency Assessment
(ORSA) demanded under Solvency |l

e The approval of (partial) internal models under
Solvency |l

VIG is well prepared to fulfil the extensive requirements
placed on the Company by Solvency Il starting in 2016
and the VAG amendment since the middle of 2014. The
Group-wide project “Solvency II” was successfully com-
pleted after nearly seven years. In the course of this pro-
ject, which was managed centrally from Austria, legal
developments were followed closely and the necessary
measures taken promptly so that all of the individual com-
panies and the Group were adequately prepared for the
introduction of Solvency II.

Standardised guidelines, calculation and reporting solu-
tions, and advanced risk management processes were
developed and implemented with the assistance of ex-
perts from the Group companies.

The intensive work on the development and implementa-
tion of a partial internal model continued at both the Group
and individual company levels as part of the Solvency I
project. The calculation procedures have been established
in the individual companies and the required expertise is
available there to allow consistent management parame-

ters to be determined both at the Group and individual-
company levels. The parameters calculated by the model
are used in corporate management.

At the end of 2015, the supervisory authority responsible
for the Group, the Austrian Financial Markets Supervisory
Authority (Finanzmarktaufsicht — FMA) approved the partial
internal model for use both at Group level and at individual
company level in the most important core markets.

With respect to qualitative risk management requirements,
Vienna Insurance Group has established a uniform gov-
ernance system appropriate for Solvency |l that includes
all necessary key functions and clearly defines responsibili-
ties and processes. Uniform Group-wide standards and
methods for risk inventories and ORSA (for 2014 and
FLAOR for 2015) were also developed and successfully
implemented at the local and Group levels, thereby ensur-
ing timely FLAOR reporting to the supervisory authority at
the end of 2015. A Group-wide unified internal control
system helps to ensure compliance with the guidelines
and requirements resulting from the risk management
system.

In 2015, in addition to the final preparations for the approval
procedure and the application for the partial internal model of
Vienna Insurance Group, the focus was mainly on fulfilling
the quantitative and qualitative reporting obligations under
the EIOPA interim measures. This includes the first legally
prescribed calculation of Group solvency under Solvency |l
as of 31 December 2014 and compliance with quantitative
and qualitative regulatory reporting requirements as of the
dates 31 December 2014 and 30 September 2015. VIG was
able to send the needed reports completely and on time,
both for the Group and for the relevant individual companies.
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BUSINESS DEVELOPMENT OF THE GROUP IN 2015
General information

Vienna Insurance Group includes around 50 insurance
companies in the property and casualty and life insurance
business and, in some countries, in the health insurance
business as well. These three insurance lines of business
are discussed in the Group report, which is broken down
by lines of business.

The Montenegro and Belarus markets were not included in
the VIG consolidated financial statements in 2015 due to
immateriality. More information on the scope of consolida-
tion and consolidation methods is provided on page 66 of
the notes to the consolidated financial statements. The
notes to the consolidated financial statements provide
detailed information on changes in the scope of consolida-
tion starting on page 67.

VIG operates with more than one company and brand in
most of its markets. The market presence of each compa-
ny in a country is also aimed at different target groups, and
their product portfolios differ accordingly. Use of this multi-
brand strategy does not mean, however, that potential
synergies are not exploited. Structural efficiency and the
cost-effective use of resources are examined regularly.
Back offices that perform administrative tasks for more
than one company are already being used successfully in
many countries. Specific country responsibilities also exist
at the Managing Board level to ensure uniform manage-
ment of each country. Mergers of Group companies are
considered if the additional synergies that can be achieved
outweigh the benefits of multiple market presences. This
took place in Poland in 2015 with the merger of the two
property and casualty insurance companies Compensa
and Benefia to form Compensa.

To improve readability, company names have been short-
ened throughout the entire report. A list of full company
names is provided on pages 228 and 229.

In order to avoid duplicate information, reference will be
made below to appropriate information in the notes.
Changes in significant balance sheet and income state-
ment items are presented in both the segment reporting
and the notes to the financial statements. Additional dis-

closures in the management report below are intended to
explain these data in more detail.

Financial performance indicators
The key financial performance indicators that form the
basis for assessing VIG’s business development are

presented below.

KEY FIGURES FROM THE CONSOLIDATED INCOME STATEMENT

2015 2014 Change in %
in EUR million
Premiums written — gross 9,019.76 9,145.73 -1.4%
Net earned premiums —
retained 8,180.54 8,353.74 -2.1%
Expenses for claims and
insurance benefits -6,748.87 -6,919.93 -2.5%
Acquisition and
administrative expenses -1,847.57 -1,874.77 -1.5%
Financial result excl. at
equity consolidated
companies 999.99 1,052.30 -5.0%

Result from shares in at
equity consolidated

companies 7491 64.56 16.0%
Other income and expenses -486.89 -157.53 209.1%
Profit before taxes 172.10 518.37 -66.8%

Premium volume

A brief presentation of premium development is included
under Note 28 “Net earned premiums” of the notes to the
consolidated financial statements.

In 2015, Vienna Insurance Group generated stable premi-
um volume of EUR 9,019.76 million despite the continuing
low level of interest rate and its consistent earnings-
oriented underwriting policy. In comparison with the previ-
ous year, this corresponds to a decrease of 1.4%. Adjust-
ed for single premium products, the Group recorded a
solid 2.2% increase in premiums. Vienna Insurance Group
retained EUR 8,219.94 million of the gross premiums
written. EUR 799.82 miillion was ceded to reinsurance
companies (2014: EUR 808.55 million).

Total premium growth was particularly strong in the Re-
maining Markets, such as the CEE countries of the Baltic
States (+15.0%), Bulgaria (+14.6%), Serbia (+14.1%),
Turkey (+12.3%) and Hungary (+13.5%), which recorded
double-digit growth rates.
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Overall, the Group generated 54.4% of its premiums out-
side Austria in 2015. For property and casualty insurance,
the share contributed by companies outside Austria was
59.1%. In the area of life insurance 54.1% of premiums
were generated outside of Austria, and 4.2% of health
insurance premiums were generated outside of Austria by
the Georgian companies.

Net earned premiums fell by 2.1% from EUR 8,353.74
million in 2014 to EUR 8,180.54 million in 2015. Net rein-
surance cessions were EUR801.00 milion (2014:
EUR 804.63 million).

PREMIUM PERCENTAGE BY LINES OF BUSINESS AND REGION
(FIGURES FOR 2014 IN PARENTHESES)

in per cent
100

42
@7

59.1 54.1 54.4
60 (58.6) (55.3) (54.8)
40
20 409 459 958 456
(41.4) (44.7) (95.3) (45.2)
0
Property and Life Health Total
casualty
Il Austria Outside Austria

Expenses for claims and insurance benefits

A brief presentation of expenses for claims and insurance
benefits is included under Note 32 “Expenses for claims
and insurance benefits” of the notes to the consolidated
financial statements.

Expenses for claims and insurance benefits less reinsuranc-
es’ share of EUR 358.70 million (2014: EUR 448.12 million)
were reduced in 2015 by 2.5% to EUR 6,748.87 milion. The
decline can mainly be attributed to lower allocations to the
actuarial reserve due to the decline in single premium
business in the Czech Republic as a result of the low level
of interest rate, as well as the targeted reduction in single
premium products in life insurance in Poland.

Acquisition and administrative expenses

A brief presentation of acquisition and administrative ex-
penses is included under Note 33 “Acquisition and admin-
istrative expenses” of the notes to the consolidated finan-
cial statements.

Acquisition and administrative expenses for all consolidat-
ed companies in the VIG Group were reduced in 2015 to
EUR 1,847.57 million. This corresponds to a drop of 1.5%
in comparison with the previous year.

Financial result

A brief presentation of the financial result (excluding at
equity consolidated companies) is included in Note 29
“Financial result” of the notes to the consolidated financial
statements.

VIG earned a financial result (incl. the result from at equity
consolidated companies) of EUR 1,074.90 million in 2015.
This year-on-year decrease of 3.8% was primarily due to
the lower ordinary financial result due to the current low
interest rates.

Profit before taxes

The achieved profit before taxes generated in 2015 was
primarily negatively affected by the impairment of IT sys-
tems of EUR 195.00 million (2014: EUR 50.00 million) and
the impairment of goodwill in Romania in the amount of
EUR 52.02 million. In addition, goodwill was reduced by
EUR 14.20 million due to a change in segment reporting
and insurance portfolios were reduced by EUR 18.74 mil-
lion as a result of impairments mainly in Poland. The signifi-
cantly lower financial result also affected the Group’s profits
before taxes, which totalled EUR 172.10 million in 2015.
This represents a decrease of 66.8% in comparison with
2014.

Many countries, however, achieved very large increases in
profit development, such as Austria (+25.5%), Macedonia
(+138.6%), Serbia (+24.4%), and Hungary (+18.0%).

Investments

A brief presentation of the investments is included on page
83 of the notes to the consolidated financial statements.
Total Vienna Insurance Group investments (including
cash and cash equivalents) were EUR 31,812.46 million as
of 31 December 2015. Compared with the previous year,
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this represents an increase of EUR 670.93 million, or 2.2%.

The main reasons for this rise were the increase in the
investment volume from the inflow of liquidity resulting
from the issuing of supplementary capital totalling
EUR 400 million, as well as positive operating cash flow.

The investments include all Vienna Insurance Group land
and buildings, all shares in at equity consolidated compa-
nies and all financial instruments, with fund overviews for
consolidated institutional funds, as well as other fund in-
vestments allocated to the asset classes. Investments for
unit-linked and index-linked life insurance are not included.
These rose by 5.2% in 2015 from EUR 7,742.18 million to
EUR 8,144.14 million due to a satisfying increase in unit-
linked life insurance premiums.

BREAKDOWN OF INVESTMENTS 2015

Loans 9.0%
(10.0%)

Other investments
6.7% (6.0%)

Bonds 70.4% Real estate 6.3%

A (6.3%)
(71.0%) Shares 4.4%

(3.6%)
Affiliated companies 3.2%
(3.1%)

2014 values in parentheses

Shareholders’ equity

Vienna Insurance Group’s capital base decline by 4.3% to
EUR 5,057.80 million in 2015 (2014: EUR 5,283.43 million).
This development is on the one hand a result of the de-
crease in the unrealised gains and losses of EUR 118.36
million, and secondly the redemption of hybrid capital.
Furthermore, in 2015, a dividend of EUR 1.40 per share
was paid out, which decreased the shareholders’ equity
by EUR 179.20 million.

Underwriting provisions

Underwriting provisions (excluding underwriting provisions
for unit-inked and index-linked life insurance) were
EUR 28,145.12 million as of 31 December 2015, repre-
senting an increase of 0.9% in comparison with the previ-
ous year (2014: EUR 27,889.95 million).

Cash flow

Cash flow from operating activities was EUR 1,118.61 mil-
lion in 2015, compared with EUR 1,543.28 million in 2014.
The decrease results primarily from the reduction of single
premium products in Poland and the Czech Republic. The
cash flow from investing activities improved to EUR -887.67
million (2014: EUR -1,145.79 million), but this is mainly due
to much lower investment in bonds and land and buildings.
Vienna Insurance Group’s financing activities in 2015 gener-
ated a cash flow of EUR 91.73 million. (2014: EUR -318.73
million). The increase in comparison with 2014 results from
the issuing of a subordinated bond of EUR 400 million. The
Group had cash and cash equivalents of EUR 1,103.23
million at the end of 2015 (2014: EUR 781.99 million). Vien-
na Insurance Group received a total of EUR 950.65 million
in interest and dividends in 2015 (2014: EUR 970.66 million).

Vienna Insurance Group



KEY FIGURES FOR VIENNA INSURANCE GROUP

2015 2014 2013

Earnings per share EUR 0.66 EUR 2.75 EUR 1.57
Return on Equity 3.7% 11.0% 7.2%
Combined Ratio 97.3% 96.7% 100.6%
Loss ratio 66.7% 65.8% 69.4%
Cost ratio 30.6% 30.9% 31.2%

Earnings per share

Earnings per share is a key figure equal to annual profit for
the Group (less non-controlling interests and interest on
hybrid capital) divided by the average number of shares
outstanding. In 2015 earnings per share fell to EUR 0.66,
a decrease of 75.9% compared with the previous year
(2014: EUR 2.75). The earnings per share were negatively
affected by both the impairment on IT systems of
EUR 195.00 million (2014: EUR 50.00 million) and also by
the impairment in goodwill and insurance portfolios, as
well as a significantly lower financial result.

RoE (Return on Equity)

RoE is the ratio of Group profit before taxes to total aver-
age shareholders’ equity of Vienna Insurance Group. The
formula for calculating return on equity has been changed
since the 2015 half-year financial statements. The average
overall capital in accordance with the new calculation will
be adjusted to take into account the revaluation reserve. In
order to make results more comparable, the previous
years values have been adjusted to the current calculation
method.

According to this, the Group achieved return on equity of
3.7% (2014: 11.0%).

Gombined ratio significantly below 100%

The Group had a combined ratio (after reinsurance, not
including investment income) of 97.3% in 2015. This is
due to the fact that Vienna Insurance Group was able to
continue to keep the combined ratio below the 100%
mark as a result of its solid technical result.

The combined ratio is calculated as the sum of all under-
writing expenses and income, and net payments for
claims and insurance benefits, including the net change in
underwriting provisions, divided by net earned premiums
in the property and casualty segment.

DEVELOPMENT BY LINES OF BUSINESS

PREMIUMS WRITTEN BY LINES OF BUSINESS

2015 2014 2013
in EUR million
Property and casualty
insurance 4,599.04 4,560.39 4,618.38
Life insurance 4,022.75 4,199.04 4,202.37
Health insurance 397.97 386.30 397.82
Total 9,019.76 9,145.73 9,218.57

PROFIT BEFORE TAXES BY LINES OF BUSINESS

2015 2014 2013
in EUR million
Property and casualty
insurance -41.31 309.64 53.58
Life insurance 162.92 161.57 266.00
Health insurance 50.48 47.16 35.57
Total 172.10 518.37 355.15

Premium volume

Property and casualty contributed 51.0% of total premium
volume in 2015. Life insurance represented 44.6% of total
premium volume and 4.4% of the premiums came from
health insurance.

VIG companies generated EUR 4,599.04 million in Group
premiums from property and casualty insurance in 2015
(2014: EUR 4,560.39 million). Premiums therefore in-
creased by 0.8% in this line of business in spite of the
continuing restrictive underwriting policy implemented in
ltaly and the earnings-oriented underwriting policy that
was maintained in the motor business in Poland. The
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increases in Romania (+21.4%) and the Remaining Mar-
kets (+7.3%) are particularly noteworthy.

In life insurance, the VIG Group companies generated
premium volume of EUR 4,022.75 million, 4.2% less than
in the previous year. The decrease is solely due to restraint
in single premium business. Adjusted for single premium
products, premiums rose by 4.9%.

VIG wrote EUR 397.97 million in premiums in the health
insurance segment, an increase of 3.0%. Only Austria and
Georgia generate health insurance premiums that make a
significant contribution to total premiums.

Expenses for claims and insurance benefits

Vienna Insurance Group recorded EUR 2,534.62 million in
expenses for claims and insurance benefits in property
and casualty insurance in 2015 (2014: EUR 2,495.27
million). In life insurance, EUR 3,887.59 million in expenses
was incurred. The decrease of 5.1% is based on lower
allocations to actuarial reserves as a result of the lower
amount of single premium business in the Czech Republic,
as well as the targeted reduction in single premium prod-
ucts in Poland. In the health insurance segment, expenses
for claims and insurance benefits were EUR 326.66 million
(2014: EUR 330.27 million).

Acquisition and administrative expenses

Vienna Insurance Group recorded acquisition and adminis-
trative expenses of EUR 1,115.84 million in the property
and casualty business in 2015 (2014: EUR 1,120.46 mil-
lion). In life insurance, it was possible to decrease acquisi-
tion and administrative expenses by 2.8% to EUR 683.23
million. In health insurance, these totalled EUR 48.50 million,
5.2% below the previous year’s value of EUR 51.13 million.

Profit before taxes

Profit before taxes in property and casualty insurance was
negatively affected by the impairment of IT systems, the
impairments of goodwill, as well as by the significantly
lower financial result. For these reasons, a loss of
EUR 41.31 million was recorded in 2015 in this line of
business. In life insurance, the Group generated profit
before taxes of EUR 162.92 million, an increase of 0.8% in
comparison with the previous year. At EUR 50.48 million,
health insurance increased its contribution to the Group
profits of VIG by 7.1%.

Investments

In the property and casualty business, investments (includ-
ing cash and cash equivalents) were EUR 6,904.36 million
(+4.1%) as of 31 December 2015. In life insurance, in-
vestments (excluding unit-linked and index-linked life in-
surance investments) totalled EUR 23,631.55 million
(+1.7%). In the area of health insurance Vienna Insurance
Group increased its investments by 1.2% to EUR 1,276.55
million.

Underwriting provisions

Underwriting provisions in the property and casualty area
rose compared with 2014 by 1.6% to EUR 5,308.31 mil-
lion. In life insurance, underwriting provisions were
EUR 21,610.85 million (excluding underwriting provisions
for unit-linked and index-linked life insurance) as of
31 December 2015, 0.5% above the figure for the previ-
ous year. In health insurance, underwriting provisions rose
by 5.9%, to EUR 1,225.96 million.

Underwriting provisions for unit-linked and index-linked life
insurance increased by 5.2% from EUR 7,392.42 million in
2014 to EUR 7,776.60 million in 2015.
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The actuarial reserve and provision for outstanding claims
are broken down by lines of business and maturities as

follows:

COMPOSITION OF ACTUARIAL RESERVE

31.12.2015 31.12.2014
in EUR million
Property and casualty insurance 0.12 0.13
Life insurance 19,919.06 19,772.24
for guaranteed policy benefits 18,155.09 17,728.65
for allocated and committed profit
shares 932.81 1,045.35
for deferred actuarial reserve 831.16 998.24
Health insurance 1,149.21 1,082.47
Total 21,068.39 20,854.84
MATURITY STRUCTURE OF ACTUARIAL RESERVE
31.12.2015 31.12.2014
in EUR million
up to one year 1,880.72 2,290.01
more than one year up to five years 5,628.95 5,581.75
more than five years up to ten years 4,427.30 4,353.77
more than ten years 9,131.42 8,629.31
Total 21,068.39 20,854.84

COMPOSITION OF PROVISION FOR OUTSTANDING CLAIMS

31.12.2015 31.12.2014
in EUR million
Property and casualty insurance 4,168.62 4,103.53
Life insurance 383.70 334.22
Health insurance 51.32 51.20
Total 4,603.65 4,488.94

MATURITY STRUCTURE OF PROVISION FOR OUTSTANDING CLAIMS

31.12.2015 31.12.2014
in EUR million
up to one year 2,093.22 1,766.76
more than one year up to five years 1,499.43 1,328.26
more than five years up to ten years 495.66 404.28
more than ten years 515.34 989.65
Total 4,603.65 4,488.94

DEVELOPMENT BY REGION

Developments in the regions of Austria, Czech Republic,
Slovakia, Poland, Romania, the Remaining Markets and
Central Functions are discussed below. The discussion
focuses on a presentation of Vienna Insurance Group
business development in the different regions and outlines
areas of change in the various insurance markets.

PREMIUMS WRITTEN BY REGION

2015 2014 2013
in EUR million
Austria 4,055.53 4,076.99 4,073.88
Czech Republic 1,554.82 1,683.41 1,762.08
Slovakia 716.49 726.99 744.67
Poland 838.86 1,034.05 1,142.30
Romania 428.64 339.67 361.80
Remaining Markets 1,294.18 1,155.64 1,061.64
Central Functions™ 1,248.91 1,289.84 1,303.85
Consolidation -1,117.67 -1,160.86 -1,231.64
Total 9,019.76 9,145.73 9,218.57

* Remaining Markets Albania, Bosnia-Herzegovina, Bulgaria, Croatia, Estonia, Georgia, Germany,
Hungary, Latvia, Liechtenstein, Lithuania, Macedonia, Moldova, Serbia, Turkey, Ukraine

** Central Functions include VIG Fund, VIG Holding, VIG Re, the non-profit housing societies,
corporate [T service providers and intermediate holding companies

PROFIT BEFORE TAXES BY REGION

2015 2014 2013
in EUR million
Austria 212.97 169.73 235.09
Czech Republic 162.99 177.87 197.82
Slovakia 51.87 59.46 55.26
Poland 43.40 55.16 50.22
Romania 5.65 6.08 -98.70
Remaining Markets 42.79 51.66 49.00
Central Functions™ -347.24 -2.24 -133.31
Consolidation -0.32 0.67 -0.23
Total 172.10 518.37 355.15

* Remaining Markets Albania, Bosnia-Herzegovina, Bulgaria, Croatia, Estonia, Georgia, Germany,
Hungary, Latvia, Liechtenstein, Lithuania, Macedonia, Moldova, Serbia, Turkey, Ukraine

** Central Functions include VIG Fund, VIG Holding, VIG Re, the non-profit housing societies,
corporate [T service providers and intermediate holding companies
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AUSTRIA
Austrian insurance market

At around 60%, the share of total premiums generated by
property and casualty insurance together with health in-
surance is relatively high in Austria compared to other
Western European insurance markets. Insurance density is
still relatively low for life insurance, however, which offers
definite potential.

MARKET GROWTH IN 2015 COMPARED TO THE PREVIOUS YEAR

2015 preliminary figures

EUR17.4 bn +1.8% I

EUR 8.7 bn +2.5%

EUR|2.0 bn +4.2%

EUR 6.8 bn +0.2%

Il Total Property and Health Life

casualty

Source: Austrian Insurance Association

In 2015, premium income of Austrian insurance compa-
nies increased by 1.8%. The highest level of growth was in
health insurance, with a rise of 4.2%, followed by property
and casualty insurance (+2.5%) and life insurance (+0.2%).

The premium growth in property and casualty insurance
results primarily from the positive performance of casualty
insurance, which recorded an increase of 3.9% in compa-
rison with the previous year.

In the area of life insurance, provisions remain an im-
portant topic in Austria. In 2015, pension insurance in-
creased by 7.7%. Nursing care insurance is increasing in
importance each year and achieved significant growth of
24.6% in 2015.

The trend towards decreasing interest rate levels contin-
ued in 2016. The guaranteed interest rate (the maximum
that may be guaranteed to policy holders) was therefore
reduced from 1.5% to 1.0% for new life insurance policies
at the beginning of 2016.

In Austria in 2014, the average premiums per capita to-
talled EUR 2,007. Of this, EUR 1,216 was accounted for
non-life insurance and EUR 791 for life insurance.

MARKET SHARES OF THE MAJOR INSURANCE GROUPS

Per cent of total premium volume

23.7%
38.8% VIG ranked 1%t
Other participants
22.3%
Ranked 2"

15.2%
Ranked 3

Source: Austrian Insurance Association; as of 2015

VIG companies in Austria

VIG is represented in the Austrian market by the three
insurance companies, Wiener Stadtische, Donau Versi-
cherung and s Versicherung. VIG Holding operates out of
Austria as an international reinsurer and an insurer in the
cross-border corporate customer business, however, it is
assigned to the Central Functions. Wiener Stadtische also
has branches in ltaly and Slovenia. In addition, Donau
Versicherung has a branch in Italy.

VIG’s total market share of 23.7% in 2015 makes it the
leading insurance group in Austria. VIG is also the market
leader in property and casualty insurance with a market
share of 21.8%, and in life insurance with 27.3%. VIG
holds a second place in the area of health insurance.

Vienna Insurance Group
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Business development in Austria in 2015

Premium development

The Austrian Group companies generated gross written
premiums totalling EUR 4,055.53 million. In comparison
with the previous year, this represents a slight decrease
of 0.5%. EUR 2,386.03 million of the premium volume
was contributed by Wiener Stadtische, EUR 811.71 million
by Donau Versicherung and EUR 857.79 milion by
s Versicherung. Net earned premiums in 2015 were at the
same level as the previous year, at EUR 3,370.00 million.

PREMIUMS WRITTEN IN AUSTRIA

in EUR million
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EUR 1,830.43 million of the premiums written, or 45.1%
were generated in property and casualty insurance. This
was a decrease of 0.4% compared with 2014, due to
further optimisation measures in the motor insurance busi-
ness of the Donau branch in Italy.

Life insurance contributed EUR 1,843.91 milion and a
share of 45.5% in premium volume, although in Austria

the Group generated 1.4% less than in the previous year
as a result of the restraint in the single premium business.

Health insurance generated 9.4% of the premium volume,
or EUR 381.19 million. This corresponds to an increase of
3.5% compared to the health insurance premium income
of EUR 368.16 million in 2014.

Expenses for claims and insurance benefits

Expenses for claims and insurance benefits less reinsur-
ance totalled EUR 3,361.95 million in 2015. This corre-
sponds to an increase in expenses of 1.3%.

Acquisition and administrative expenses

The acquisition and administrative expenses for the Aus-
trian VIG companies in 2015 were reduced by 4.5% to
EUR 599.24 million.

Profit before taxes

Profit before taxes increased in 2015 in Austria by 25.5%
to EUR 212.97 million (2014: EUR 169.73 million). A signif-
icant factor in this considerable increase was the sale of
an indirect participation.

Combined ratio

The combined ratio in Austria (after reinsurance, not in-
cluding investment income) improved to 97.5% in 2015
(2014: 99.9%) despite higher levels of weather-related
claims.

VIENNA INSURANCE GROUP IN AUSTRIA

2015 2014 2013
in EUR million
Premiums written 4,055.53 4,076.99 4,073.88
Life 1,843.91 1,870.74 1,844.52
Property and casualty 1,830.43 1,838.09 1,871.93
Health 381.19 368.16 357.43
Profit before taxes 212.97 169.73 235.09

Annual Financial Report 2015
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CZECH REPUBLIC

Czech insurance market

The Czech insurance market is dominated by two insur-
ance groups, which together hold a share of over 60% of

total premium volume.

MARKET GROWTH IN 2015 COMPARED TO THE PREVIOUS YEAR

2015 figures

CZK 148.4 bn

CZK 83.6 bn +2.3%
CZK 64.9 bn -8.8%
I Total Non-life Life

Source: Czech Insurance Association

In local currency terms, the Czech insurance market re-
corded a decline in premiums written of 2.9% in compari-
son with the previous year. This development is primarily
the result of a major decrease (-26.7%) in single premium
life insurance business. Life insurance with regular premi-
ums was also down by 2.1%. The decrease results,
among other things, from legislative and tax changes that
have been in force since the start of 2015 and have a
negative effect on the volume of contributions made by
employers.

On the other hand, non-life insurance premiums rose by
2.3% in local currency terms in 2015. Irrespective of the
fact that there is still severe price competition in the area of
motor insurance, it was possible to achieve an increase of
3.6% in this segment. Premium income from motor third

party liability insurance increased by 1.9%, with average
premiums falling, however, as a result of the dispropor-
tionate increase in contracts acquired. Motor own-damage
insurance benefited from good economic development,
rising by 6.1%.

Insurance density in the Czech Republic totalled
EUR 527 in 2014. Of this, EUR 282 was accounted for
non-life insurance and EUR 245 for life insurance.

MARKET SHARES OF THE MAJOR INSURANCE GROUPS

Per cent of total premium volume

32.7%
VIG ranked 1st

29.6%
Other participants

8.7%
Ranked 31

29.0%
Ranked 2"

Source: Czech Insurance Association; as of 2015

VIG companies in the Czech Republic

The Group is represented by three insurance companies
in the Czech Republic. Next to Kooperativa and CPP, the
company PCS also belongs to the Vienna Insurance
Group. In addition, since 2008, the Group’s own reinsur-
ance company VIG Re has been operating in Prague,
however this is allocated to the Central Functions.

The market share of Vienna Insurance Group in the Czech
Republic for 2015 was 32.7%. This makes VIG the leading
insurance group in the Czech market. In the area of life
insurance, VIG is the leader, with a market share of 30.1%.
The Group is in second place in non-life.

Vienna Insurance Group
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Business development in the Czech Republic in 2015

Premium development
In 2015, the premium volume of the Czech insurance com-
panies was EUR 1,554.82 million. (2014: EUR 1,683.41
million), a decrease of 7.6% on the previous year’s level. Net
earned premiums were EUR 1,204.78 million in 2015 (2014:
EUR 1,366.04 million).

PREMIUMS WRITTEN IN THE CZECH REPUBLIC

in EUR million
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In property and casualty insurance, an increase in pre-
miums of 1.4% to EUR 838.15 million was recorded (2014
EUR 826.65 million).

As a result of the restrained in single premium business,
the written premiums fell by 16.3% to EUR 716.67 million

Expenses for claims and insurance benefits
The Czech companies had expenses for claims and insur-
ance benefits (less reinsurance) of EUR 817.14 million in

2015, or EUR 140.38 million less than in 2014. This corre-
sponds to a reduction of 14.7% which is attributable to
the lower allocations to the actuarial reserve as a result of
the decline in single premium business in life insurance. In
addition, in property and casualty insurance, it was possi-
ble to decrease the loss ratios in the area of motor third
party liability insurance significantly.

Acquisition and administrative expenses

The acquisition and administrative expenses were reduced
by the Czech companies in 2015 by 4.9% to EUR 316.28
million. In 2014, the acquisition and administrative ex-
penses still totalled EUR 332.47 million. The main reason
for the improvement is the lower loss ratio in the area of
motor third party liability insurance mentioned above.
Through that the Czech Group companies received signifi-
cantly higher reinsurance commission.

Profit before taxes

In 2015, the Czech companies contributed EUR 162.99
million to the total profit (2014: EUR 177.87 million). A
significant factor in this decline of 8.4% was the declining
financial result.

Gombined ratio
The combined ratio remained at an excellent level of
90.7% in 2015 (2014: 86.2%).

VIENNA INSURANCE GROUP IN THE CZECH REPUBLIC

2015 2014 2013
in EUR million
Premiums written 1,554.82 1,683.41 1,762.08
Life 716.67 856.75 870.13
Property and casualty 838.15 826.65 891.95
Profit before taxes 162.99 177.87 197.82

Annual Financial Report 2015
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SLOVAKIA
Slovakian insurance market

Due to the fact that Slovakia no longer publishes detailed
market data, the market shares of the market participants
relate to 2014. With regard to premium development, the
values published for 2015 were used.

Around half of the Slovakian insurance market was cov-
ered by the two largest insurance companies in 2014. The
top 5 insurance groups generated a total of around 80%
of market premiums.

MARKET GROWTH IN 2015 COMPARED TO THE PREVIOUS YEAR

2015 figures

+1.4%

EUR 1.0 bn +3.8%
EUR 1.2 bn -0.6%
I Total Non-life Life

Source: Slovak Insurance Association

The Slovakian insurance market was able to achieve pre-
mium growth of 1.4% in 2015.

In 2015, in non-life insurance, premiums written increased
by 3.8%. The increase is mainly a result of positive devel-
opment in property and casualty insurance (+5.9%). The
motor line of business was able to achieve a moderate
growth of 2.1%. In the area of motor third party liability
insurance, there is still a great deal of competition in the
Slovakian insurance market.

During 2015, as a result of the changes to the law on mo-
tor third partly liability insurance, a “bonus/malus” system
was introduced and regulated. Previously, the insurance
companies active on the market offered the system only on
a voluntary basis.

The area of life insurance experienced a 0.6% decrease in
2015. Here the dema