55%

of profit before taxes from the CEE region

Profit before taxes EUR 172.1 million

Results reduced due to the historically low level of interest
rates, a write-down of IT systems and further impairments
of assets in Romania and Poland.

Combined ratio 97.3%

Solid underwriting result leads
to a combined ratio significantly
below the 100% mark.

112016
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A balance between
continuity and change

The new Managing Board is maintaining the proven strategy of the Company.

Continuity and change are fundamen-
tally in conflict. However, if a company
has achieved success based on a strategy
that has proven itself over the long run,
there is no need to follow a new direc-
tion when a change in personnel occurs
(page 7).

As a result, the new General Manager
of Vienna Insurance Group (VIG),
Elisabeth Stadler, and her new Managing
Board team are keeping the Company on
its previous course: “There is absolutely
no reason to deviate from our strategy.
Our focus on Austria and the region of
Central and Eastern Europe (CEE) has
made us the market leader in our core
markets.” Elisabeth Stadler’s appoint-
ment as VIG General Manager made her
the first woman to hold the top position
in a company listed in the ATX index.
For her, however, this somewhat histori-
cal occurrence is merely incidental. She
feels it is much more important to work
with her colleagues in all the Group
companies to ensure VIG’s continued
success in the future.

Vienna Insurance Group can now
build on a strong foundation of around
50 Group companies in 25 countries that
offers considerable growth potential. The

markets of Central and Eastern Europe
are growing significantly faster than
those in the West and the market pen-
etration of insurance products is around
one tenth the level it is in Austria. The
Group has successfully taken advantage
of this potential during the last 25 years
to establish itself as the main insurance
company in the CEE region (page 2).
The Group is therefore operating
from a leading position. He does not,

however, simply want to rest there.
VIG is intensively involved with future
trends and product development, and
is taking advantage of the opportu-
nities offered by the Digital Revolution
(page 18). This is because continuity
and change do not have to be in conflict
here either. On the contrary, adjusting
to the future needs of its customers will
enable VIG to continue its success story
into the future.

HIGHLIGHTS

An interview

The Managing Board on business development in 2015, the strategy and why
it continues to be convinced of the potential offered by the CEE region. Page 4

Good news from the CEE region
The CEE region not only generates around 50% of our premiums,
it also creates a great deal of good news. Learn more about the highlights

from the Group companies on

Solvency Il

Page 8

Solvency IT creates a new foundation for risk management in the industry.
Intensive preparatory work was successfully completed with approval of the

partial internal model at the end of the year.

Page 12
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EUR 9.0 billion

in premiums

Stable performance despite decreases
in single premium life insurance.

CURRENT

Group Annual Report 2015

Facts and
figures.
Everything you
need to know
about financial
year 2015.

TOP RATING FOR VIG

A good rating is a sign of strong
creditworthiness. Learn why

VIG is the best-rated company in

the ATX index on Page 14

gy

TWO THOUCEEND
AND FIFTEEN

Rock-bottom
interest rates

Interest rates continue at a low

level. We are currently living in a period of
historically low money market and capital
market interest rates. Earning a positive re-
turn at an acceptable level of risk is a major
challenge. Learn why VIG nevertheless
continues to provide guaranteed interest
rates for life insurance on Page 11

VIG on the stock exchange

Opportunities and risks. VIG shares
lost value in the year just ended. This
was in spite of solid and profitable
fundamentals, a clear strategy and
adequate capital. It was the result of

a series of various events. Page 14

Corporate social
responsibility

Diverse, motivated and socially
involved. Assuming responsibility, both
within and outside the Company, is part
of the corporate culture at VIG. Social
involvement and developing our own
employees represent two different sides
of VIG. Page 16

VIG~

VIENNA INSURANCE GROUP
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2 25YEARS, 25 COUNTRIES

THE SAFE-SIDE

CEE region: Potential waiting to be used

Further growth to come

A LONG HISTORY
OF SUCCESS

-
VIG’s roots reach back to the year 1824.
The oldest of the three companies that

merged to form today’s Wiener Stdd-
tische was founded in Austria that year.

The Group headquarters has been
located in the Vienna Ringturm build-
ing for 60 years. The building opened
as the first office high-rise in Austria in
1955. The company established itself in
the Austrian market over the next thirty
years, and finally took a chance on its
first expansion into the CEE region in
1990. Just one year after the fall of the
Iron Curtain, Wiener Stadtische was
involved in establishing Kooperativa in
the former Czechoslovakia.

In 1994, the Company was floated
on the Vienna Stock Exchange. VIG
shares have also been listed on the
Prague Stock Exchange since 2008.
The “Vienna Insurance Group” umbrella
brand was introduced at the beginning
of 2006. In 2008, the Group established
its own reinsurance company, VIG Re, in
Prague and formed a strategic partner-
ship between Erste Group and VIG. In
2010, Wiener Stadtisches’ business
operations in Austria were finally sepa-
rated from the international activities of
the holding company. The listed Group
holding company has operated under
the name VIENNA INSURANCE GROUP
AG Wiener Versicherung Gruppe since
then and is responsible for managing
the Group on a partnership basis with
the Group companies.

The 2014 entry into the Moldovan
market filled the final remaining gap in
coverage of the CEE region. The Group
now operates around 50 companies in
25 countries in Austria and Central and
Eastern Europe. VIG can look back with
pride on a 190-year history that saw it
develop from a successful local insurer
into a leading international insurance
group.

=,

EUR 1.0 billion
approx. 5,600
3

Premiums:
Employees:

Companies:

Vienna Insurance Group has insured Central and Eastern Europe for 25 years.
The region offers above-average growth and huge market potential, and therefore
plays an integral role in the success of the Group.

Euphoria was high in the East and West
in 1989 and 1990, as the former com-
munist governments in Central and
Eastern Europe were removed from
power by their own people. What had
previously been considered impossible
had happened. The Iron Curtain had
fallen.

It was above all Austrian companies
that recognised the opportunity pre-
sented by this change and found the
courage to invest in these new markets.
As a result, Austria quickly became the
most important investor in this emerg-
ing region. Wiener Stidtische was right
in the middle of this movement, and its
successful expansion in following years
led to creation of the internationally op-
erating Vienna Insurance Group.

The expansion reached its high point
in the mid-2000s. The Group obtained
the capital it needed to continue its
expansion in the CEE region by per-
forming the largest capital increase ever
undertaken by an Austrian insurance
company.

Maintaining its strategy. The financial
and economic crisis that originated
from the USA in 2007 nevertheless
dampened the feeling of euphoria that
existed in the first few years. Many ana-
lysts, economists and rating agencies
predicted a dismal future, including for
Austria, which was now closely tied to
the region due to its investments. They
believed that these ties to CEE markets,
particularly in the finance and banking
sectors, would drag Austria into the

abyss. As a result, many concluded that
Austrian companies should make an or-
derly withdrawal from their investments
in the east.

This was, however, never in question
for VIG, which was firmly anchored in
the CEE region. It maintained its strat-
egy, despite prophesies of doom, and
the facts and figures show it was right.
While the economy of Western Europe
continues its deep sleep, the CEE region
is recording an upswing.

The CEE region is one step ahead. A con-
siderable gap has opened up again be-
tween the East and West, but this time
in the other direction. The economies of
Central and Eastern Europe grew consid-
erably faster in 2015 than that of Austria.

TOP POSITION IN AN EMERGING MARKET

The CEE region makes it possible. VIG is drawing on a huge reservoir of
business and growth potential that will continue to exist for many years.

Psa

2.1% GDP growth in the CEE region
in 2015. In comparison, growth in the

EU-15 countries was 1.7%. As the economic

catch-up process continues in the CEE

markets, the demand for insurance products
will also rise. This will continue to form the

basis for VIG's sustainable growth.

_
mll

64% growth per capita
insurance expenditure
in the CEE region between 2004 and

2014. In comparison, growth in the EU-15

countries was 23%. VIG is optimally
positioned to take advantage of this

potential. Around 50% of all VIG premiums

already come from the CEE region.

s MR

89 million registered vehicles

2.1%

64%
./ 8
million @

in the CEE region. Vienna Insurance Group insures

close to 1 in every 12 cars in the CEE region.

Czech Republic, Slovakia
(former Czechoslovakia), Germany

Poland

Hungary
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Liechtenstein,
Croatia, Italy

9%

180

25 SUCCESSFUL YEARS IN THE CEE REGION

Serbia

Romania

Bulgaria,
Belarus

T

Slovenia,
Ukraine
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This trend is set to continue and intensify.
The countries from Poland to Romania
are particularly noteworthy for their high
growth rates, rising employment and
current account surpluses. According to
estimates by the International Monetary
Fund, growth in the CEE region will be
1.2 percentage points higher than Austria
in 2016. By 2020, this gap will actually
increase to 2.2 percentage points. The
Polish economy grew by 3.5% in 2015,
and that of Slovenia by 2.3%. These are
increases that the western part of the con-
tinent can only dream of. Iraly and Aus-
tria achieved 0.8% and even Germany
only managed to grow by 1.5%.

The CEE countries also have another
major advantage compared to Western
countries, namely a comparatively low
level of national debt, which gives them
considerably more room for manoeuvre.
The CEE region continues to be the en-
gine of growth for Austria, particularly
for companies with strong local ties.

Growth potential at multiple levels. For
Vienna Insurance Group this brave
strategic decision has paid off. With a
market share of more than 18% in its
core markets, it is a clear market leader.
Around half of all premiums and signifi-

SIGNIFICANT POTENCEEAL

VIG’s success is based on its top
position in the CEE region — a region
with 180 million potential customers
where the Group has operated for

25 years and now has full coverage.
The economies there are growing
significantly faster than those in the
West, and the insurance needs of
the population are rising in line with
increasing prosperity.

oUWV

99% of all CEE companies

are small and medium-sized
enterprises. VIG companies
successfully use customised insurance
products to exploit this potential.

180 million potential customers
in the CEE region. Our multi-brand
strategy, local entrepreneurship and
multi-channel distribution ensure
that we know the needs of our
customers.

_ N

Georgia

Estonia, Latvia,
Lithuania

Albania,
Macedonia, Turkey
Montenegro

Bosnia-Herzegovina

cantly more than 50% of the profit now
come from the CEE region.

The economic momentum of the CEE
region and positive growth prospects
of companies investing there open up
enormous opportunities. Using the in-
surance industry as an example, it can
be shown that density in the CEE region
as measured by per capita expenditure
on insurance is around one tenth of the
Austrian level. It should also be added
that even Austria has only reached ap-
proximately 70% of the level in the “old”
EU-15 countries. As prosperity increas-
es, the demand for insurance also rises —
and that in a region with 180 million
potential customers.

The CEE strategy that has been
adopted therefore creates huge growth
potential for VIG. And this potential is
based on an exceptionally sound start-
ing position. The Group now operates
around 50 companies in 25 countries.
It is not focused on the “usual suspects”
in the region, namely Poland, the Czech
Republic, Slovakia and Hungary, but
is now present throughout the region.
Entry into Moldova in 2014 filled the
final gap in coverage of the CEE region.

Risk diversification. This generates major
benefits in terms of risk diversification. If
some markets do not perform that well,
they are compensated by other, faster
growing countries. Within VIG, this
logic is further reinforced by a growth
phases model, which is based on the fact
that faster and slower phases alternate in
the individual countries. All distribution
channels are used at full strength dur-
ing growth phases, while the focus is on
high-margin business areas and cost con-
trol during quiet phases.

If the economic researchers’ predic-
tions are correct, however, it appears
that we — Vienna Insurance Group —
will be dealing with a great deal more
“growth” than “quiet” phases in the next
few years. This is no surprise. The CEE
has regained its momentum, and com-
panies that never lost their belief in the
region are the ones that will benefit the
most.

Premiums:
Employees:
Companies:

Moldova

DEVELOPMENT OF INSURANCE DENSITY EU-15
AND CEE REGION Per capita expenditure on Insurance in EUR

2,845

;X10*

2,007

EU-15 AT

CEE! Cz SK PL

CEE 2004 to 2014:  + 64%
EU-152004 to 2014:  +23%
Non-Life M Life
126

Source: CEE: In-house calculations based on data published by national insurance supervisory authorities and associations, the IMF and Swiss Re;
1 Weighted average: Bulgaria, Croatia, Poland, Romania, Serbia, Slovakia, Czech Republic, Ukraine, Hungary; Source EU-15: Swiss Re (Sigma)

FORECAST OF ECONOMIC GROWTH IN THE CEE REGION

V'S. EU-15 BF
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> Economic growth 2015
CEE: 2.1% and EU-15: 1.7%
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Source: IMF

COMPARISON OF NATIONAL DEBT IN THE EU-15 AND

VIG CORE MARKETS KR

91

85 84

EU-15 HR AT HU RS UA

SK

Lower national debt >
Lower interest burden >
More room for manoeuvre

PL Cz RO BG

Source: IMF, Eurostat (EU-15)

EUR 9.0 billion
approx. 23,000
approx. 50
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anding tall, thanks to

the CEE

At the beginning of the year you began
managing the largest insurance group in
Austria and the CEE region. Are you going
to start with a major change in strategy?
Stadler: No, why change something that
has proven its value. VIG is number 1 in
its core markets, with a market share of
more than 18%, and is well positioned
both inside and outside Austria. We are
therefore continuing to adhere to VIG’s
strategic direction and its dividend policy
of distributing at least 30% of net profits.
As the new Managing Board
team, however, we want to
increasingly take advantage

of growth opportunities
and strengthen the profile
of VIG.

Right from the start, how-
ever, I would like to stress

“We are adher-
ing to VIG’s
proven strate-
gic direction”
Elisabeth Stadler

region.

we provide them with protection from
the risks of life and the high costs these
can lead to. This is a rewarding function
in terms of social policy. But VIG goes
even one step further. The Group is well-
known in all of its countries for its social
involvement.

What role does VIG play as an employer
in this respect?

Stadler: I feel it is important for VIG to
be considered a secure employer, especial-
ly in times like these when
we hear of subsidiaries being
closed in a wide variety of
sectors and businesses hav-
ing to dismiss employees.
Our around 23,000 employ-
ees are the main reason for
our success. They should be

that we are aware of our high

level of corporate social responsibility as
an insurance company and we aim to con-
tinue fulfilling this responsibility in the
future. Our focus is on people, because

proud of working for a large
company with very stable performance.
We also consider it our responsibility to
foster the talents and skills of our em-
ployees, and we in addition support the

An interview with the VIG Managing Board
about 2015 and future challenges.

exchange of cultures and technical infor-
mation between countries.

Let us turn now to 2015. A year in which
the economic conditions continued to
be very challenging. How did VIG pre-
mium volume perform against this back-
ground?

Simhandl: The macroeconomic situa-
tion improved in 2015, with primarily
some CEE countries recording very
good growth rates. At the same time,
we also saw a very sharp drop in the
price of oil and a very low inflation rate,
and, linked to this, the decision by the
European Central Bank to start exerting
its influence strongly in a low interest
rate policy by using quantitative easing.
The ongoing low interest rate phase had
a negative effect on premium growth in
the area of single premium life insurance
products. After adjusting for single
premium products, however, we achieved
good premium growth of 2.2%. Over-
all, that is very respectable performance

Vienna Insurance Group Supplement to the Group Annual Report 2015

in this market environment. In figures,
this means that total Group written pre-
miums were EUR 9.0 billion in 2015.
Property and casualty insurance grew
by 0.8%, health insurance by 3.0% and
regular-premium life insurance products
recorded an increase of 4.9%.

Let us take a detailed look at the mar-
kets ...

Simhandl: In Austria, which continues
to be our largest individual market,
premium volume remained stable com-
pared to the previous year at around
EUR 4.1 billion. In the Czech Republic,
single premium life insurance declined
due to the low level of interest rates,
which in turn led to a decrease in pre-
miums. We saw a solid performance in
Slovakia. The decrease in Polish life in-
surance business was due to a focus on
profitable business in the area of single
premium products. In addition, compe-
tition was extremely strong in Poland in
the area of motor liability insurance. This
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had an effect on premium development.
VIG continues to be on course in Roma-
nia, where all lines of business recorded
double-digit growth rates. As always,
our Remaining Markets achieved pleas-
ing development with a 12.0% increase
in premiums. With respect to the CEE
countries, the Baltic countries, Bulgaria,
Serbia, Turkey and Hungary achieved
particularly significant growth.

The interest rate environment also af-
fects product design, namely life insur-
ance with a guaranteed interest rate. Will
you continue to offer this?

Fuchs: Yes. It is a very important unique
selling point for insurance. Combining a
guaranteed interest rate with

ol

The VIG ' Board: Roland Groll, Martin Simham!)eth Stadler, Franz Fuchs, Jucit Havasi, Peter Hofinger (. tor)

also made it necessary to increase person-
nel provisions in Austria. This year’s resul,
however, was also negatively affected
by other one-time special effects. These
ranged from the EUR 195.0 million
write-down of IT systems, to impair-
ments of assets in Romania and Poland.
As a result, Group profit before taxes was
EUR 172.1 million in 2015.

What does this mean in terms of costs?

Simhandl: Maintaining a continuous
focus on costs has always been important
to VIG and has helped us avoid major
cost-cutting programmes in the past.
This is also confirmed by our combined
ratio of 97.3%, which is significantly

below the 100% mark.

a long term allows us to best “We are

meet the .needs of our cus- sticking with Why was a write-d;)wn of IT
tomers with respect to risk guaranteed sys"tems necessal.‘y.
coverage. We see a need for  : i t Groll: Three important
lifelong pensions over the Interes . changes have taken place in
long term. This is due to the rates for life recent years. Firstly, the pace
changes occurring in natio-  jnsurance” of change has accelerated

nal pension systems. Apart
from that, in the area of life

Franz Fuchs

considerably in the insur-
ance market. The times are

insurance we are focusing on
risk insurance, and unit-linked and in-

dex-linked products.

What effect does the low-interest rate
environment have on earnings?

Simhandl: The decrease in the ordinary
financial result is essentially due to the
ongoing low level of interest rates, which

gone when a product could
be developed and then sold for the next
five years. Secondly, the legal framework
has changed. Solvency II requires even
more data than in the past. Disclosure
and transparency requirements also sig-
nificantly increase the demands on IT
systems. ‘Thirdly, technological change
has to be taken into account. We regular-

ly evaluate the technical usability of our
existing systems. Our analyses showed
that adjustments are needed in some
areas where IT no longer fully satisfies
requirements. We therefore decided to
make a EUR 195.0 million write-down

in this area.

What other steps will you take in terms
of IT?

Groll: We have seen that the rapid pace
of change and differences between mar-
kets make the idea of uniform IT systems
across all business areas, countries and
languages unworkable. Group-wide solu-
tions are, of course, reasonable in some
areas. The finance area, for example, has
Group-wide systems for accounting and
asset management. We have, however,
clearly seen that individual company re-
quirements differ greatly with regard to
insurance portfolio management. IT de-
velopments in each market will therefore
take account of this in the future.

A brief look at share performance...

Stadler: There is no question that we are
completely dissatisfied with a decrease
in the price of VIG shares to under
EUR 20. The effects of the low interest
rate environment on the result, the spe-
cial effects in 2015 and, not least, the
unexpected change in top management
have unsettled investors and analysts. We
will do everything necessary to gradually
win back market confidence and will do

Vienna Insurance Group Supplement to the Group Annual Report 2015

our best to provide regular information
about the Group and its opportunities
and risks.

It has now been 25 years since VIG took
the bold step of entering Central and
Eastern Europe. How satisfied are you to-
day about your position in these markets?
Fuchs: Around half of our premium in-
come and significantly more than 50%
of our profit come from the CEE region.
We can therefore be very satisfied with
our position, and now that the strategy is
bearing fruit, we will, as mentioned at the
start, also be adhering to the strategy in
the future. This is partly because the CEE
region is predicted to record significantly
higher growth than the saturated markets
of Western Europe. However, one should
never be satisfied with business results.
VIG aims to improve steadily, even if the
current environment is difficult and not
susceptible to change.

Stadler: This can also be expressed an-
other way: We still have an appetite for
more! We have markets with double-digit
growth in the CEE region. Insurance pen-
etration there is, in some cases, only one
tenth of the Western level. This and the
higher level of economic growth are what
generates the great potential. For this rea-
son, in the next few months we will be
examining the markets from the Baltic
area to the Black Sea for further growth
potential. Our goal is to increase market
share to at least 10% over the medium

PHOTO: IAN EHM, ILLUSTRATION: FRANK MAIER
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THE THREE

NEWCOMERS

New to the Managing
Board, but part of the
team for years

Three new members were added
to the VIG Managing Board at the
beginning of 2016. All three previ-
ously held a variety of management
positions in the Group.

Elisabeth
Stadler

IAN EHM

Elisabeth Stadler is the new General
Manager of VIG. Since 1 January 2016,
she has also been the first woman to
hold the top position at a company in the
ATX Index. A qualified actuary, she has
held a number of Managing Board posi-
tions in insurance companies since 2003.
In September 2014, she was appointed
General Manager of Donau Versicherung.
The same year, she was awarded the
honorary title of Professor by Federal
Minister Gabriele Heinisch-Hosek for
her work in the area of adult education.
Elisabeth Stadler comes from Langenlois,

Lower Austria.
S
B

-

Judit : __,,»I

Havasi ‘}

Judit Havasi has worked for the Group
since 2000. Her first position was with
UNION Biztositd in her home country of
Hungary, where she was appointed head
of the Internal Audit department in 2003.
Judit Havasi was a member of the Wie-
ner Stédtische Austria Executive Com-
mittee of the Vienna Insurance Group
and a member of the Managing Board
of UNION Biztositd in Hungary before her
appointment to the Managing Board of
Wiener Stédtische in 2009. She was
Deputy General Manager of Wiener Stad-
tische from July 2013 to the end of 2015,
and deputy member of the Vienna Insur-
ance Group Managing Board from 2011.
Aftrained lawyer, she has been a member
of the Vienna Insurance Group Manag-
ing Board since the beginning of 2016.

IAN EHM

- -

" “X  Roland Gréll

4
-l ~
Roland Groll studied at the Vienna Uni-
versity of Economics and Business and
joined the Wiener Stédtische Finance
and Accounting department in 1994.
He became deputy head of the Finance
and Accounting department in 2003
and subsequently became head of the
department, which he led from 2008
until the end of 2015. Moreover, Roland
Groll was a member of the Managing
Board of Donau Versicherung for two
years. He has been a member of the
Vienna Insurance Group Managing
Board since January 2016.

IAN EHM

term in Croatia, Serbia, Hungary and
Poland. If it is economically reasonable
and possible, we are also open to further
acquisitions, particularly if this is more
than establishing and
developing our own company.

cost-efficient

Are all CEE markets providing the same
satisfying performance?

Hofinger: We are now present in 25 coun-
tries and therefore well diversified. Some
markets grow quickly, some more slow-
ly, but we can even this out within the
Group. Our decentralised management
approach is also important, and allows
the Group companies in each country to
follow an appropriate strategy that takes
advantage of local market conditions.

Isn’t it true that competition and price
pressure are also very strong in the CEE
region?

Fuchs: No, that is not the case. There are
naturally countries where competition is
strong — and I am thinking, in particular,
about motor liability insurance. But
there is sufficient business potential in
these countries that is not price-driven.
On the contrary, the goal in these areas
is to expand the product portfolio, be
the first in the market, and make use of
all distribution channels to create corre-
sponding customer awareness. Property
and casualty insurance and health insur-
ance are among the areas we will be fo-
cusing on more strongly.

Hofinger: We follow the principal of
healthy sustainable growth. Growth is
only sustainable if it is also profitable.
This is the only way we can generate
further growth in the countries and offer
the customer service that is expected
of us. We use a selective underwriting
policy in areas where the price pressure is
irrational, because if margins are inappro-
priate we intentionally accept decreases
in premiums.

And if everything it doesn’t run smoothly
in a market?

Hofinger: It is in periods like these that
costs are particularly important. Build-
ing up alternative distribution channels,
combining back office units, or reorgan-
ising and optimising the portfolio are
options for action.

Groll: Romania is the best example. The
situation was in turmoil there for many
years and competition was extreme. We
reacted by massively re-

. . T y

structuring and preparing VIG’s
for the time when the mar-
ket recoveres again. That is
precisely what is happening
now, and we are recording
double-digit growth again

in Romania.

You also recently recorded

solvency ratio
of around
200% means

it is prepared
for Solvency II”
Judit Havasi

PREMIUM VO

W 49.8% cee
50.2% outside CEE

PROFIT BEFORE TAXES

)

B 55.1% ceE
44.9% outside CEE

Many people had made a very negative
assessment of the Baltic area after the
financial crisis. At the time we believed
— and the Baltic countries have now
demonstrated — that they could recover
from a very difficult situation through
the hard work and efforts of the local
people.

How do you succeed in a saturated mar-
ket like Austria?

Stadler: Austria is definitely at a higher
and better stage of development com-
pared to the CEE region, but it is below
average for the EU in terms of insurance
premiums. This is particularly evident in
the area of personal and company old-age
provision. People are now aware that the
state retirement pension will not be able
to satisfy our expectations. This opens up
enormous opportunities for us as a pri-
vate insurer to bring products to market
that are precisely tailored to the needs of
our customers, such as biometric pension
products.

Let us move on to the topic of Solven-
cy Il. How well is VIG prepared for this?
What changes are the new regulations
bringing?

Havasi: Solvency Il came into force in
January 2016 and has far-reaching con-
sequences for the entire European insur-
ance industry in respect of capital require-
ments and risk management. Combined
with increased documentation and re-
porting requirements, it will lead to bet-
ter policyholder protection and standard-
isation of supervisory systems in the EU.
VIG has fully implemented
the appropriate
and processes Group-wide
and in the holding company
within the prescribed time
horizon. VIG had a solvency
ratio of around 200% under

structures

Solvency II, based on our
partial internal model. This
means VIG is optimally pre-

strong growth in the Baltic

region.

Fuchs: And how! Our life insurance
premium volume has more than tripled
since 2009. And the non-life business
is also recording excellent performance.
There is only a handful of players in this
market. It was clear to us that we had to
invest if we wanted to play a role there.
We achieved this in 2016 by establish-
ing Compensa Non-Life and acquiring
BTA and Balitikums, and we have now
reached a size in this region that has to be
taken seriously.

Simhandl: This clearly shows how right it
was to put our trust in the CEE region.

pared for the new regulatory
requirements. Even under Solvency II,
we still remain one of the leaders among
international insurance groups in terms
of solvency.

Why did VIG decide to use a partial inter-
nal model?

Havasi: The standard model offers too
little detail in many respects. We there-
fore decided to introduce a partial inter-
nal model in order to model VIG’s risk
profile as realistically as possible. We
are the only insurance group in Austria
that has been given group approval by
the supervisory authority. In addition to

Vienna Insurance Group Supplement to the Group Annual Report 2015

the Austrian companies concerned, the
internal model is also being used in the
Czech Republic, Slovakia, Poland and
Romania. We are now in the first year
of real implementation after the general
rehearsal in 2015.

Let us now take a look at the future. What
are your expectations?

Stadler: The low-interest rate environ-
ment is going to continue affecting us for
some time, and will also have negative
effects on our result. However, we hope
that positive economic growth will con-
tinue. Trying to achieve higher levels of
investment income by making riskier
investments is not part of our business
model — we will also remain true to our
conservative investment policy in the
future. Because we want to continue
acting in the interests of and for the benefit
of all our stakeholders by remaining on
“The Safe Side”, in accordance with the
title of this newspaper.

Hofinger: We sce very good market
opportunities for innovative digital prod-
ucts in the future. A good example is
Poland, where we can immediately issue
a motor-vehicle policy digitally via the
barcode on the registration certificate.
In Hungary, our customers can purchase
travel insurance via SMS. We are also
looking increasingly at the subject of
assistance, i.e. adding value to our prod-
ucts with additional services. We will
now be taking a closer look at whether
and how our companies can use such
services across markets. However, the
rapid pace of technological change and
concerns about customer data privacy
raise the question of how far insurance
companies should go in the direction of
digitalisation.

Is product design the key to success?
Havasi: That is too narrow a question.
The main concern is how we want to
address the new generations, what form
of communication to use.

Stadler: We can see a significant change
Readiness to
change providers and price sensitivity

in customer behaviour.

have become much more pronounced.
Providing a quality service as well as
modern communication and distribution
channels is therefore extremely important,
in order that price is no longer the sole
factor used to justify sales. Nonetheless,
am convinced that customers are mainly
looking for a reliable partner who invests
their funds conservatively. One thing is
certain. VIG will do everything it can to
maintain its good position in the future
for the benefit of its customers, business
partners, sharcholders and employees.
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A good strategy lays the foundations for business success.

Guidelines for a
successtul future

The VIG strategy is based on continuity and stability, it uses a highly differentiated approach

and clearly sets the Group apart from its competitors.

“Strategy is an economy of force” is a
quote from Prussian General Carl von
Clausewitz. It focuses energy and defines
boundaries. Without knowing what you
want to do, you will lose yourself in the
multitude of options. VIG is in no dan-
ger of this, as it continues to hold on to
its proven strategy. The core business
of insurance is as clearly defined as the
regional focus on Austria and Central
and Eastern Europe. These two central
strategic elements are supplemented by
four management principles. The Group
uses local entrepreneurship to deal
with the regional differences between its
25 markets. Conservative investment
forms the basis for responsible handling
of customer funds. Then there are two
“multis” — a multi-brand strategy that
allows different customer groups to be
addressed and multi-channel distri-
bution that combines the strength of
our own sales forces with professional
partners. One example is Erste Group,
which has a mutual sales agreement with
VIG.

The multi-brand strategy clearly sepa-
rates VIG from its competitors. Dur-
ing its expansion, the Group decided
to retain well-established brands that
already enjoyed good customer recog-
nition. The result is that VIG operates
with more than one company and brand

in most of its markets. The individually
tailored market presence of each of these
companies allows them to address dif-
ferent target groups and design different
product portfolios.

Another special feature of VIG is its
decentralised structures and rapid de-
cision-making, which allows it to react
quickly and flexibly to market circum-
stances. The Group is guided by the
principle “think globally, act locally”,
namely local entrepreneurship instead
of centralised Group management. This
means more freedom for local man-
agement, which best understands the
particular needs and requirements of
the market, but also considerably more
responsibility. Each country is assigned
to a VIG Managing Board member
who regularly consults directly with lo-
cal management. As a result, the listed
holding company manages the Group
on a partnership basis with the Group
companies.

Exploiting potential using a differenti-
ated approach. VIG is convinced of the
great potential offered by the CEE re-
gion (see article on pages 2-3). The goal
and challenge of future years is to take
advantage of this potential. However,
this does not mean that VIG tries to step
up the pace in all of its markets. Instead

that takes account of the different pha-
ses of market growth. It has been evident
that the potential of the CEE region has
not materialised at all times in all mar-
kets. Instead, growth takes place in stag-
es and in different ways. VIG therefore
uses a differentiated approach to its mar-
kets. In countries experiencing dynam-
ic growth, the full strength of existing
distribution channels is used in order to
grow all lines of business. In countries
with difficult econom-
ic situations or strong
competition that make
growth appear almost

The multi-brand
strategy clearly

naturally means not acquiring new busi-
ness unless it is profitable. This applies,
for instance, to the motor-vehicle line
of business, which is highly contested
in CEE markets, and to single premium
life insurance in the current interest rate
environment.

Our careful pricing policy is comple-
mented by a conservative investment
policy. In view of the historically low
level of interest rates and the result-
ing drop in returns, it
would naturally be one
option to follow the
path of switching to

impossible, it makes lit- dIStIngl'"s_hes higher risk investments
tle sense to try to force VIG fron:l its with potentially higher
premium increases at all ~ COIM petltorS. returns. This is, however,

costs. During these qui-

out of the question for

et market phases, VIG

promotes sales in high-margin business
areas and selects the risks it assumes
accordingly. A primary focus is then
placed on costs, particularly in the area
of administration.

This has the pleasing side-effect of diver-
sifying risk across country borders. The
portfolio always includes markets that
are expanding and those that are in a
quiet phase. Any reductions in premiums
in one region can be compensated by
growth in another.

Sustainable growth. VIG aims for sus-
tainable profitable growth. The Group
strictly follows this motto, which also

VIG. Investing custom-
er funds is one of the key duties of the
Group and demands great responsibility.
A good investment strategy can be seen
by the fact that it does not lead to any
sudden changes.

The human factor. VIG very quickly rec-
ognised that only good employers can
attract appropriately qualified and moti-
vated personnel. VIG also offers security
and stability in this area, by combining a
wide variety of career opportunities with
an international business environment.
VIG actively promotes the talent and
skills of its employees, as this is the only
way it can actually realise its strategic
guidelines.

Focus on Austria and CEE

Broad risk diversification across countries; multiple growth opportunities

Local entrepreneurship

» Decentralised structures and rapid decision-making
» Exchange of best practices/networking within the

Group

Conservative investment policy

» Emphasis on quality and sustainability
» Broad risk spreading through diversification

of the investment portfolio

CORE BUSINESS
INSURANCE

VIG?

VIENNA INSURANCE GROUP
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Multi-brand strategy

» Retention of established local brands
» Allows different target groups to be addressed
» A tool to maintain customer and employee loyalty

Multi-channel distribution

» Combination of multiple channels of distribution
» Strongly customer-oriented distribution
» Long-term cooperation with Erste Group
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VIG expansion strategy bears fruit:

Bread and butter from Austria,
sweet fruit from CEE

What is the best thing about our hard work? When the local companies bloom and prosper.
Selected measures and achievements in 2015.

| =

| | Austrla Market position1
| approx. 46%
] approx. 41%

Wiener Stédtische digital offensive.
Wiener Stidtische focused clearly on
online capability and digital fitness in
2015 in order to proactively use the
Technical Revolution in the interests of
its customers. In addition to introduc-
ing a professional video advisory service,
completely renewing its range of apps
and redesigning its website, it also sig-
nificantly expanded the opportunities
for purchasing insurance online. Learn
more about the Wiener Stidtische digi-
tal offensive on page 19.

Repositioning of Donau Versicherung.
Donau Versicherung has been part of
Vienna Insurance Group since 1971. It
is the sixth largest insurance company
in the Austrian insurance market, mak-
ing it one of the top players. The goal
in 2015 was to set this long-established
company on a new, updated course to
ensure that it remained competitive and
profitable for the long term. As part of
this repositioning, a project was created
to sharpen the profile of the company
and a future strategic orientation was
introduced. Donau Versicherung con-
tinues to follow its vision of being per-
ceived as the most customer-oriented
insurance company in Austria. In ad-
dition to a new mission statement, the
newly defined values of awareness, drive,
clarity and reliability form the basis for
future company decisions.

Recommender Award for s Versicherung.
s Versicherung, Austria’s leading provider
of life insurance, was awarded first place
in the “Bank Insurance” category of the
coveted Recommender Award, making
this the fourth time it has received this
special hallmark of excellence. A total
of 8,000 customers of Austrian banks,
insurance companies and home loan
savings associations were surveyed for
the award.

h cze(:h RepUb“C Marketposition1

approx. 177%
approx. 31%

Kooperativa is a “millionaire”! Koopera-
tiva, number two in the Czech insurance
market, issued its millionth property
and casualty policy in 2015. This was
a happy day for Martin Divi§, General
Manager of Kooperativa: “It makes
me very proud that we have reached
this impressive figure. My thanks to all
customers and employees who made this
possible.”

Crowning of the Czech companies. The
Golden Crown is awarded to the best in-
surance companies in the Czech Repub-
lic, and our companies were delighted
to receive more than one of the awards
in 2015. Kooperativa received awards
in the “Business Insurance” and “Non-
Life” categories, and PCS was chosen as
the best life insurance company in the
country for the seventh time in a row.

Bronze in the “Czech 100 Best”. The
“Czech 100 Best” recognises the best
companies in the Czech Republic each
year. After receiving fourth place in
2014, Kooperativa made the leap to the
podium with third place in 2015. This
makes Kooperativa the best financial
company in the country.

s Slovakia

Market position 1

approx. 8%
approx. 10%

PSLSP receives silver in the TREND com-
petition. PSLSP’s consistently good per-
formance was once again recognised with
an award. PSLSP received the silver med-
al in the prestigious “TREND Top 20157
competition organised each year by the
business magazine TREND. This is the
fifth time the Slovakian life insurance
company has been on the podium — three
times for silver and twice for bronze.

] POIand Market position 4
| approx. 9%
| approx. 8%

Combined strength in Poland. The merger
of the two Polish non-life insurance com-
panies Compensa and Benefla at the end
of October 2015 was an important pre-
requisite for further increasing custom-
er-orientation and efficient development
of the market. The merged company
bears the name Compensa TU SA Vienna
Insurance Group, and occupies fifth place

Vienna Insurance Group

OMMNIASIG te cheamd
in barca lui lvan Patzaichin!

OMHRIASIE, pran politele vindete, moting
roisctile b de hon Palesehan pente

OMNIASIG

i

e Rt

Omniasig brand campaign. Call for a sustainable, considerate approach to the environment.

in the non-life insurance market with a
market share of around 5%.

Market position 1

B B Romania

[ approx. 5%
1 approx. 1%

New focus for the Romanian Group
companies. The optimisation measures
implemented in the last few years are
having an effect in Romania. All three
companies worked tirelessly in 2015 on
strengthening sales, developing customer-
friendly products and improving their
market presence. Asirom, for example,
began restructuring its distribution net-
works and focused on expanding coopera-
tions with brokers. BCR Life developed
new products, including a life insurance
policy that combined serious illness, such
as cancer, with secured loans. There is no
other comparable product in the Roma-
nian market. While Omniasig focused on
repositioning its brand and image. This
included unifying its market presence to
increase stakeholder identification with
the company.

Omniasig starts a new brand campaign.
Omniasig presented itself in 2015 as a
strong, responsible company taking part
in the sustainable development of the
country. As part of its “Insurance with
Value” campaign, the Romanian VIG
company called for a more considerate

1¢t place in the Recommender Award.
s Versicherung receives an award for the fourth time in a row.
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approach to the environment, because
a future worth living requires a sustain-
able here and now. A small amount is
sent to Ivan Patzaichin’s organisation for
each Omniasig policy sold. The famous
Romanian canoeist is promoting sustain-
able development of the Danube delta
region and became a popular brand am-
bassador for the Omniasig brand.

Best non-life insurer and product of the
year. Omniasig won the award for “Best
Non-Life Insurer of the Year” at the now
traditional Insurance Market Awards
Gala in Bucharest, organised by the Ro-
manian publisher XPRIMM. The award
recognises the best insurance company
for outstanding sustainable development
in the non-life segment. In addition,
Asirom won the “Product of the Year”
award for “Casuta Noastra”, a household
insurance product.

Remaining Markets

approx. 15%
approx. 8%

VIG strengthens its market presence
in the Baltic region. Vienna Insurance
Group successfully continued on its
expansion course in 2015 with a focus
on the Baltic region. VIG considerably
strengthened its presence in the Baltic
countries by acquiring the Lithua-

nian distribution company Compensa

PREMIILE PIETEI ASIGURARILOR

PREMIUL SPECIAL

PRODUSUL ANULUI
ASIGURARI GENERALE

ASIROM VIG

A Well-deserved award: Asirom won
the “Product of the Year” award for “Casuta
Noastra”, a household insurance product.

OMNIASIG

XPRIMM
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Bulgaria
2015 131
2013 114
+14.6%

Albania
2015 37
2014 34
+10.9%

Serbia
2015 82
2014 72
+14.1%

Baltic states
2015 59

2014 52
+15%

Premiums in EUR million
rate of change in %

Other: Germany, Georgia,
Croatia, Liechtenstein,
Moldova, Poland, Slovakia,
Gzech Republic, Ukraine -
Excluding Central Functions
and consolidation

PREMIUMS STABLE Yy

2015 3,711
2014 3,987
-6.9%

Bosnia-
Herzegovina

2015 12

2014 12
+7.9%

+13.5%

2015 143
2014 127
+12.3%

Hungary
2015 204
2014 180

Romania
2015 479
2014 340
+26.2%

ATEURIOBN. (O

Life Distribution and Latvian non-life
insurer Baltikums, and by establishing a
new company, Compensa Non-Life, in
Lithuania. A majority interest was also
acquired of BTA Baltic in Latvia towards
the end of the year. The acquisition
took place subject to necessary official
approvals. As a result, VIG is now one
of the top three insurers in the Baltic
non-life insurance market. The huge
potential of the region, which record-
ed average economic growth of around
2% in 2015, was already apparent to
VIG in 2008. VIG successfully entered
Estonia at that time with its acquisition
of Group company Compensa Life.

Increasing distribution in Bulgaria.
Group company Bulstrad, which has
been part of the Group since 2002, en-
tered into a cooperation agreement with
United Bulgarian Bank (UBB) in 2015.
UBB is the third-largest Bulgarian retail
bank, reaching around one million cus-
tomers through its 200 branches and
points of sale. This acquisition allowed
the Group to diversify its portfolio in
Bulgaria and increase its sales potential
using its multi-channel strategy. Bulstrad

also acquired 100% of the shares in the
company UBB-AIG, which was formed
as a banc assurance company for UBB
in 2006. After receiving official approval
at the beginning of 2016, the name of
the company was changed to Insurance
Company Nova Ins EAD (Nova).

VIG successful in Ukraine, despite the
crisis. The situation in Ukraine con-
tinues to be extremely difficult for the
people there and we can only hope that
the situation calms down soon. VIG has
almost no representation in Crimea and
the conflict areas in eastern Ukraine.
In spite of difficult conditions, local
management continued to handle the
situation there outstandingly in 2015,
thereby proving the value of VIG’s
principle of local entrepreneurship. The
Ukrainian companies achieved strong
premium growth of 31.4% in local
currency terms in 2015. VIG’s market
share of 4.3% puts it in third place in
the Ukrainian market.

Successful first year in Moldova. VIG
has been represented in the Republic
of Moldova since 2014, when it en-

tered the market and acquired Group
company Donaris. This filled the final
gap in VIG’s coverage of the CEE
region. Donaris is number one in large
customer business and motor vehicle
comprehensive insurance in Moldova.
“VIG’s market entry made the company
a pioneer in the Moldovan market that
is setting new standards and challenging
competitors,” explained Dinu Gherasim,
Chairman of the Managing Board. This
statement underscores the company’s
upward movement in market ranking
from fifth to third place in just one year.

Sales campaign in Bosnia-Herzegovina.
The Bosnian market has been domi-
nated by non-life insurance for years,
particularly the motor vehicle line of
business. Wiener Osiguranje launched
a sales campaign to expand its product
portfolio and increase customer aware-
ness of products in the life sector. The
focus here was on employee training to
provide high quality service that would
put the company one step ahead of its
many competitors in the Bosnian mar-
ket. The results can already be seen after
one year. Life insurance premium vol-
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Austria
2015 4056

2014 4,077
-0.5%

SWEET AND SOUR

The VIG Group tree bears a great
deal of fruit. The Austrian market is the
main source of stability, and once again
produced a solid premium performance
in 2015. Our sweet fruit were our growth
drivers in 2015. However, some markets
bore sour fruit due to the ongoing low
interest rate environment and massive
price competition.

FRANK MAIER

ume rose sharply by 54.8%, while the
cancellation rate for life insurance prod-
ucts fell by half at the same time.

Central Functions: VIG is one of Austria’s
top brands. During the annual reinsurance
meeting in Baden-Baden, Germany, VIG
received the XPRIMM Insurance Award
for its long-term contribution in Central
and Eastern Europe. “VIG has made
a lasting mark on the local insurance
industry in the last ten years and helped
implement European standards in the
markets,” stated the jury. VIG was also
placed ninth in the “Austrian Brand
Value Study 20157, putting it for the first
time in the Top 10 of the most valuable
corporate brands in Austria.

MARKET POSITION

As of:
1st— 4™ quarter 2014: Slovakia

1st— 3 quarter 2015: Poland
1st—4t quarter 2015: Austria,
Romania, Czech Republic

I Share of total premiums in 2015
I Share of profit before taxes in 2015
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Andreas Treichl, CEO of Erste Group, on the effects of the historically low interest rates:

Good intentions,

but not good

We are living in a period of almost zero interest rates that
creates happy borrowers and angry savers. As shown in
our interview with Andreas Treichl, however, it also poses
risks for business activity and substantial risks for the

economic system.

The ECB lowered its key interest rate to
0.0% for the first time in March 2016.
It was previously reduced to 0.05% in
September 2014. What effects does this
have on the financial sector?

Very dramatic effects. It is not the low
interest rate policy alone, but the length
of time it has been in force that is caus-
ing major changes to our entire eco-
nomic system. I am not talking about
bank profitability, which is suffering
seriously as a result. The problem is that
the risks in the economy are no longer
being priced properly. The ECB has also
created capital market expectations that
are almost impossible to fulfil. I would
never have thought the European Cen-
tral Bank would actually implement the
canonical prohibition on interest. The
long-term effects, however, are what
I consider to be even more dramat-
ic. Think, for example, about pension
funds. It is very difficult for them to
achieve the increase in private pension
fund assets that form the basis of the
system. The compound
interest effect has

practically been eliminated for private
capital formation. We are laying the
foundation for old-age poverty with
dramatic consequences. Making it im-
possible for people to earn interest on
savings would destroy the middle class.
Although we have previously seen nega-
tive real interest rates, even in years of
high inflation, zero interest rates are
much more emotionally depressing for
savers.

In your view, did this achieve the intend-
ed goal of stimulating the economy?
In general, I would not say this is true.
In any case, the economic data do not
show such an effect everywhere. The
measures certainly did reduce funding
costs for the business sector and lead to
a weakening of the euro. This should, in
theory, give a boost to economic recov-
ery in the Eurozone, in which Austria is
lagging alarmingly behind in terms of
economic growth. Companies are very
reluctant to make investments. There is
a lack of confidence and stable condi-
tions, for example in the area of

Andreas Treichl:
Lending rates alone
are not sufficient to
drive the economy

EUR AND USD KEY INTEREST RATES SINCE 2000

7%
US increase to
6% \ between 0.25%
\ and 0.50%
5% N\
* / \ Eurozone
4% 0.0%
\ / /\\ since 2016
3%
2% \ \ / / \ \
1% \/ \\\ /\\
0% el
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=== FCB key interest rate for the Eurozone

taxation. And we see once again that low
lending rates alone are not sufficient to
drive the economy.

To what extent do you think the in-
creased regulation of lending works
against this goal?

Increased equity requirements are aimed
at making the banking sector more se-
cure in the long run, and this is a good
objective overall. One of the problems
is uncoordinated multiple burdens
placed on banks, such as
the bank levy and various
EU funds. Another is that
the increased regulation of
the financial sector makes it
almost impossible for banks
to take on risks from the

cycle.”

business sector. This makes

“The USA is
ahead of the
Eurozone in
the economic

=== |JS Federal Reserve key interest rate

The US Federal Reserve raised its key in-
terest rate to a range of 0.25% to 0.50%
in December 2015 — can this actually
be described as an interest rate turna-
round?

The step taken by the Federal Reserve is
too modest for this description. I would
not talk about a sustainable turnaround
until we are back above 1% again.

When and under what conditions do you
expect a similar reversal of monetary
policy in the Eurozone?

That is a good question,
and it is hard to answer. The
USA s significantly ahead
of the Eurozone in the eco-
nomic cycle. Just look at
the developments that took
place in the first few weeks

it more difficult to stimulate

an economic revival. What we need now
is five years without new regulations
every month. We need time, as does the
business sector, to implement existing
rules and to see what their effects are.

Quantitative easing in the form of bond
purchases is one of the key elements in
the ECB’s expansive monetary policy.
Can you explain the intended effects on
the economy and inflation?

The ECB is buying bonds from other in-
vestors in the secondary market so that
these investors will, in turn, make “risk-
ier” investments. This gives banks more
funds for lending, but the end result
also naturally depends on the demand
for loans. In some Eurozone countries
e.g. Iraly and Spain, these measures have
actually been successful in helping to
reduce the cost of funding for business-
es. But the most important result of the
bond purchases was the weakening of
the euro compared to other currencies,
thereby increasing exports. This boost in
economic activity should, in turn, have
a positive effect on inflation. However,
the sharp drop in the price of oil and
commodities is currently depressing
inflation and the ECB still re-
mains a considerable way
off its goal.

Vienna Insurance Group Supplement to the Group Annual Report 2015

ERSTE GROUP AND VIG COOPERATION

The two large CEE groups, Vienna Insurance Group and Erste Group, formed a strategic
partnership in 2008. VIG acquired Erste Group’s insurance operations, and VIG has been
selling its products through its sales partner Erste Group since that time. In return, VIG com-
panies offer Erste Group’s banking products, creating a win-win situation for both Groups.

of this year. The growth
slowdown in China and other emerging
markets together with low commodity
prices mean that the ECB will maintain
its current policy for even longer.

To what extent is the European economy
benefiting from the depreciation of the
euro compared to the US dollar?

In theory, a weaker euro should help our
export sector. In Austria, export is cur-
rently the only relevant growth-support-
ing area. Even the modest GDP growth
that was recorded would not have oc-
curred without this increase in exports.
But we should not fool ourselves into
thinking that the weakness of the euro
is only due to the difference between
interest rates in the Eurozone and the
USA. It is also a reflection of our weaker
economic output, a lack of growth mo-
mentum and insufficient propensity to
invest. If we as the EU want to play in
the same league as the USA, we have to
do more to actually function as a large
internal market with an appropriate lev-
el of internal demand. This requires not
only a banking union, but also a clear
common presence as a political union.
No one from Washington to Beijing will
take us seriously as a group of 28 ego-
centric nation states pursuing individual
interests.

SOURCE: OENB
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[nvestment with a
safety harness

The unstable situation on the
financial markets increases
VIG’s resolve to continue its
security-oriented investment
strategy.

Sometimes speculation pays off. When it
does, assuming a higher risk is rewarded
with an above-average return. As men-
tioned, this pays off sometimes — but
probably not always, and this is by no
means a professional approach to take
when it involves the investment made by
an insurance company.

Safety first. When VIG invests its money,
security is given top priority. Non-trans-
parent investment vehicles are not per-
mitted. The focus instead is on good
credit ratings and stable investment re-
turns. As a result, VIG invests primari-
ly in European government bonds with
sound budgets in good corporate bonds
and in real estate. Equities, on the other
hand, only account for around four per-
cent of the portfolio. It is also important
for the investment horizon to match the
liabilities profile. And since insurance
policies — particularly life insurance pol-
icies — tend to be somewhat long-term,

the principle of conservative investment
also includes long-term investment. The
result is an asset mix representing stable
cash flows and a steady growth in value.
Rapid changes in value — in one direction
or the other — do not fit this picture. In
order to ensure this is not the case, VIG
investment is subject to some security
mechanisms — it could be described as

VIG investments

70.4% Bonds
B 9.0% Loans

B 6.7% Bank deposits, deposit receivables,
cash assets

B 6.3% RealEstate
4.4% Shares
3.2% Participations

a “safety harness” for the invested capi-
tal. Risk is managed among others using
strategic asset allocation, with upper and
lower limits for each asset class and each
subsidiary. Limits and guidelines natu-
rally exist across the Group. This applies
to the holding company as well as the
Group companies.

Sustainability. VIG also feels it has a duty
to make appropriately sustainable invest-
ments. This means, for instance, giving
preference to investing in local infra-
structure projects. Other examples that
can be named are our continued involve-
ment in providing affordable housing in
Austria, and our sustainable approach to
energy and resources when constructing
our own office buildings. We take the
same line with our ongoing investment
in CEE government bonds. In this way,
the Group provides long-term capital for
the funding needs of the region.

Al's well that ends well. In the final
analysis, the investment strategy used by
an insurance company must ensure that
the company’s own long-term obligations
can be met in full. This principle is giv-
en the highest priority when we make
investments.

LIFE INSURANCE WITH A GUARANTEED INTEREST RATE

Manfred Rapf,

A guarantee forms the
basis of all sensible
retirement provision

Deputy General Manager and CFO of s Versicherung

Low interest rates make it difficult for life insurance. Austrian company
s Versicherung is nevertheless maintaining a guaranteed interest rate.

For years, the Austrian Financial Mar-
ket Authority has been gradually reduc-
ing the maximum guaranteed interest
rate for life insurance. It is now 1% and
some insurance companies no longer of-
fer a guaranteed interest rate. The reason
is clear. The historically low
level of interest rates makes

“All of us need

life-long pension with a guaranteed inter-
est rate. We don’t want to lose this unique
selling point, as it is the only way we can
offer our customers financial security in
their retirement provision.

The introduction of Solvency II, how-
ever, did not make things
easier. Solvency II is a risk-

it difficult to earn the guar-  financial based solvency regime, i.c.
ante.edlreturn. And tbat'is se Curity _ the caPital requirements
precisely the point. It is dif- . of an insurance company
ficult, but not impossible. als_o In our are based on the risk it as-
We will therefore continue  Fetirement.” sumes. Giving guarantees to

to provide a guaranteed in-

customers is precisely such

terest rate, which we consid-
er to be such an important component of
life insurance.

This is because we are convinced that a
guaranteed interest rate is a key differenti-
ator in retirement provision. Particularly
because there are no alternative products
in the financial market that combine a

a risk for the company. Ad-
ditional capital must be held in reserve
to ensure that these guarantee commit-
ments can be met at all times. We accept
this higher capital requirement because
providing financial security for our cus-
tomers in their retirement is important
to us.

s Versicherung is not only Austria’s
largest life insurance company, but also its
most successful bank insurance company.
We distribute our products through our
bank partners, Erste Bank and the Spar-
kasse banks. This allows us to streamline
our costs — which also benefits customers
in the end — while allowing our custom-
ers to receive high quality advisory ser-
vices from their trusted advisor.

About

Manfred Rapf (55) has been CFO of Spar-
kassen Versicherung AG Vienna Insurance
Group since 2005, and Deputy General Man-
ager since 2015. He studied mathematics and
computer science, is President of the Austrian
Actuarial Association and has been Chairman
of the Life Insurance section of the Austrian
Insurance Association since 2013.
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“We have to properly
assess developments
taking place in the
capital markets and in
economies in order to
avoid risks.”

Gerald Weber,
Head of VIG Asset Management

European interest rates have re-
mained just above the zero percent
mark for a number of years. What
exactly does this mean for VIG?
The low level of interest rates and yields
is primarily a challenge when making new
investments and re-investments, particu-
larly investments to meet the guarantee
commitments on traditional life insur-
ance and provide an additional return
for customers. The “interest rate” for
the investment portfolio as a whole does
not change suddenly, but instead steadi-
ly over time. This applies to the average
guarantee interest rate for the insurance
portfolio. We give particular importance
to making investments that are secure
and of a long-term nature, thus ensuring
we receive the stable cash flows that are
needed. This has been important in the
past and will continue to be important in
the future — particularly in the low-inter-
est rate environment.

How suitable is VIG’s conservative
investment strategy for the current
low-interest rate environment?

In my opinion, this is not a question that
concerns the current market environment.
Our customers expect us to appropriately
honour the commitments and promises
we have made regardless of the circum-
stances. Given the possibility of failure,
aggressive and potentially uncontrolled
or unnecessarily risky strategies are
unacceptable — and, due to their vola-
tility, the probability they will fail is also
correspondingly high, as the past has
repeatedly shown us. VIG’s conserva-
tive investment strategy is therefore also
suitable for the current low-interest rate
environment.

If such conservative investments
are made, where do the challenges
lie in your job?

Investment risks can occur individually or
cumulatively, depending on the particular
market environment and macroeconomic
changes. Even conservative investment
involves certain risks. It is therefore
important for us to properly assess devel-
opments in the capital markets and in
economies in order to avoid risk. It is also
important to remain true to our funda-
mental principles of conservative invest-
ment, and to continue consistently follow-
ing our medium and long-term strategy.
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Risk is ok —

Identifying the risks of a business model, assessing them appropriately and making
provisions for their occurrence — these are the requirements of a comprehensive risk

management system.

One of the primary requirements of the
VIG risk management system is to en-
sure that the obligations assumed under
insurance contracts can be met over the
long term. And this must still be the
case, even if large, unforeseeable losses
occur, such as natural disasters. “Noth-
ing will happen” is not an appropriate
attitude to take. The years following the

economic and financial crisis in 2007
showed that many previously unim-
aginable things could actually become
reality. Transparent, verifiable internal
decisions and processes are essential el-
ements in creating an appropriate com-
pany-wide risk culture. By observing
all existing rules, each employee makes
their own individual contribution to

KAREL VAN HULLE ON THE INTRODUCTION OF SOLVENCY I

a functioning system, including in re-
spect of compliance. VIG uses long-
term measures to control underwriting
risk and forms provisions to allow it to
make future insurance payments. These
are based in part on the new Solvency II
guidelines, which ensure that risks re-
main manageable and insurance compa-
nies remain resistant to crisis.

but it needs to
be managed

VIG INFOBOX

One of Vienna Insurance Group’s core
competence is dealing professionally with
risk. The VIG risk management system is
firmly anchored in the management culture
of the Company and is based on a clearly

defined, conservative risk policy, exten-
sive risk expertise, a highly developed set
of risk management tools, and risk-based
Managing Board decisions. Read more
about the VIG risk management system
in the Group report on page 56.

“It should be proportional and expedient.”

The launch of Solvency II provides a comprehensive reform
of the previous regulations. It will ensure that the industry
becomes more risk-conscious and more robust.

The new EU Solvency II Directive came
into force on 1 January 2016. It neverthe-
less continues to represent a challenge for
all parties concerned. For the insurance
industry, it is not evident to implement
a risk based solvency regime in a low
interest rate environment. For insurance
supervisors, it is not easy to work with a
regime that leaves much more freedom
to insurance undertakings than was the
case under Solvency I. For regulators, it is
new to work with a regime that is largely
EU driven. For customers, in addition to
making considerably more information
available, Solvency II also brings new in-
formation that is based on concepts and
ideas that are not in general use and are
therefore difficult to understand.

And still, this reform is necessary and
it is overdue. It is no longer possible
for the insurance industry to continue
hiding in the corner, as was often the
case in the past. Financial markets have
changed and no longer function in the
way we became accustomed to in the
past. Risks are numerous and the only

Van Hulle believes that Solvency I
is necessary, but must also be critically
questioned.

way to succeed in this risky environment
is by substantially improving risk man-
agement and governance. In that sense,
it is wrong to focus too much on capital.
Solvency II is more than that.

Solvency Il is not perfect. Naturally,
everyone involved would have liked to
see Solvency II completed in a shorter
time period, Especially since the results
are not perfect. However, no one ever
thought that regulations as complex as
these would be perfect right from day
one. Much attention was paid to ensure
that the system would be flexible so that
changes could be made when they ap-
peared necessary. It will take some years
before this reform will be fully under-
stood and applied. Basically, this should
not be a problem. We just need to accept
the situation.

However, since the regulations were
already so extensive on the day they
took effect, we have to avoid making
them even more complex. It is there-
fore important to monitor the im-

plementation of Solvency II in practice.
National regulators have a tendency
to add further rules on top of the EU
regulations. We can only hope that the
European authorities keep an eye open
for this kind of overregulation. Insurers
should also complain to Brussels about
such excesses.

Principle of proportionality. Most of the
insurance companies affected are small
or medium-sized enterpris-
es. It is therefore important
that the nature, size and
complexity of the business
are taken into account, not

“Not everything
should be
regulated.”

provisions (pillar 1), reduced governance
requirements (pillar 2) and reduced
supervisory reporting (pillar 3).

Introducing proportionality to supervi-
sory authorities is also difficult. Applying
fixed rules is far easier than applying pro-
portionality and expedience when assess-
ing a company. Insurers and supervisory
authorities should therefore begin a true
dialogue, one that cannot be allowed
to become a monologue.
When looking at the cur-
rent processes, you get the
impression that this goal
has not yet been achieved.

only in regulation but also

in supervision. Proportionality must be
ensured. It does not mean that an in-
surance undertaking is exempted from
applying a rule which is considered im-
portant. It means that the rule is adapted
to the particular situation of a small, less
complex entity.

Implementing proportionality in regu-
lation was not easy. After much debate, a
number of case examples have now been
specifically included in the Solvency II
rules and guidelines. These examples
concern the three pillars of Solvency 1II:

simplified calculations for technical
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Nothing is more difficult
than to change established practices.

Examine the regulations critically. Sol-
vency Il is a project in stages. The length
of the negotiations made it ever more
complex. The insurance industry wanted
clear principles so as to avoid discussions
with supervisors and supervisors wanted
detailed rules so as to be armed in their
discussions with the insurance industry.

We will now have to learn to work with
this large volume of rules and guidelines.
Hopefully, experience will show that
parts of it are not needed at all. I invite
all of the parties concerned to critically
examine Solvency II and identify areas
where useful or necessary changes could
be made.

Years of work as a regulator have
shown that not everything should be
regulated and that regulation requires a
certain degree of flexibility. At the same
time, we have to ensure that Solvency II,
which was created with the cooperation
of all parties involved, fulfils its purpose.

About

Karel Van Hulle is an Honorary Professor at
the Goethe University of Frankfurt and Associ-
ate Professor at the University of Leuven. He
is also Chairman of the EIOPA Insurance and
Reinsurance Stakeholder Group. Van Hulle
participated in the development and prepa-
ration of Solvency Il in his previous position
as head of the Insurance and Pensions Unit
of the European Commission.
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“Green light for
Solvency II”

Ronald Laszlo
Head of VIG Enterprise Risk
Management/Solvency Il Project

VIG implements the European
directive with its own partial model-
ling. The European insurance sector con-
tinued to be intensively involved with the
introduction of Solvency Il in 2015. Insur-
ance company regulatory activities were
focused on developing new risk manage-
ment methods and models appropriate for
Solvency Il that could go live on 1 Janu-
ary 2016, and with making the necessary
adjustments to the IT systems.

One major aspect of Solvency Il is the
change in capital requirements for insur-
ance companies. Insurance companies
must have sufficient capital to allow them
to withstand a potential 1-in-200-year
loss (capital requirement). The key per-
formance indicator for solvency is the
solvency ratio, which reflects the rela-
tionship between equity capital and the
capital requirement. The equity capital
is calculated using an economic balance
sheet, and the capital requirement either
using a predefined standard formula or
using an internal company model. How-
ever, the latter requires approval from the
supervisory authorities.

Since the standard formula did not
adequately reflect VIG's risk profile, VIG
decided to internally model the property
and casualty area and real estate invest-
ments and to develop a partial model.
This complex multi-year project was
successfully brought to a conclusion with
approval from the supervisory authority
for the Group, the Austrian Financial Mar-
kets Authority (FMA), at the end of 2015.
VIG is the only Austrian company that can
boast an approved internal model.

Based on this partial internal model, the
solvency ratio is expected to be in the
area of 200% at the level of the listed
VIG group. This — together with VIG's
rating — confirms that the Group has
excellent capital resources which give it
sufficient freedom to continue actively
pursuing its chosen strategy.

In spite of the high cost of organisa-
tional and process-related changes and
the strict capital requirements, the intro-
duction of Solvency Il was a step in the
right direction. In the final analysis, it is
concerned with making secure invest-
ments with a competitive advantage that
provide long-term benefits to customers,
the company and shareholders alike.

Common compliance culture

Group Compliance Officer,
Natalia Cadek on the special
function of codes of conduct
in an international group of
companies.

If you look up the word “compliance”
in the dictionary, you will come across
terms like obedience or good behaviour.
What exactly is compliance and what
role does this function play in a company
like VIG?

First of all, we understand it to be the
observance of all existing regulations by
the company and its employees — laws,
regulations and voluntary commitments.
Compliance as a concept also involves
putting organisational measures in place
in the company to ensure observance
with legal norms and internal company
guidelines.

What organisational measures of this
type exist in VIG?

Training programmes are a very impor-
tant element in this. They include not
only topic-specific physical training
courses, but also cross-department
and  cross-company  workshops.
Compliance also relies heavily on an
exchange of information. We use an
internal Group newsletter for this pur-
pose, in which we focus on EU law. An
in-depth exchange of information and
experience also takes place in Compli-
ance Committee meetings, which take
place in VIG at both the holding compa-
ny and Group level. Providing proactive
support to employees on compliance-re-
lated issues also helps to raise awareness
and create a compliance-conscious envi-
ronment in the entire organisation.

What role does Compliance play in an
international company and what chal-
lenges arise in connection with the CEE
region in particular?

First and foremost, it is concerned with
preventing unlawful conduct in the en-
tire organisation, because such conduct
can have far-reaching consequences. In
addition to fines and damage claims,
there is also a risk of severe damage to the
company’s image and reputation. A spe-
cial aspect of the compliance organisa-
tion in VIG is that it involves companies
in 25 countries. This includes companies
based in EU member states as well as
those in third countries. In this context,
the aim and key responsibility of Group
Compliance is to ensure that a consistent
understanding of compliance and a com-
mon compliance culture exist Group-
wide. This is also the greatest challenge,
particularly given the differences in legal
frameworks.

Does Solvency Il now provide a common
compliance framework for EU member
states?

Yes, that is correct. Solvency II came into
force at the beginning of 2016, and im-
poses new, far-reaching requirements on
us. Intensive preparatory work took place
in the period before it came into force.
The focus was primarily on designing and
communicating the Group-wide compli-
ance organisation. Now it has come into
force, we have to adjust our business op-
erations to the new regulations and make

the new Solvency II regulatory regime a
part of day-to-day life in our insurance
company.

What are employees concerned about?
Which questions do you encounter the
most?

They cover a broad range, from general
questions about insurance law to ques-

Compliance: lllegal conduct must be prevented.

tions about the correct way to deal with
gifts and invitations. Since VIG shares
are listed, we also frequently receive
questions about issuer compliance at the
holding company level. In any case, what
is important is that our colleagues can
turn to us if they are unsure. In this way,
we can further develop our compliance
organisation.

THIS IS WHAT THE LOCAL COMPLIANCE OFFICERS
HAVE TO SAY ABOUT THE TOPIC:

Project-related workshops. The com-
pliance officers of the Austrian VIG compa-
nies meet regularly for project-related work-
shops to ensure an exchange of expertise
between the companies. This makes syn-

ergies possible, since we
often face very simi-

lar challenges.

Ulrike Pruckner-Herran
Wiener Stédtische,
Austria

International Compliance Commit-
tee meeting. VIG compliance committee
meetings are a valuable tool for cooperation.
They ensure a shared understanding and an
exchange of knowledge. The Group-wide
compliance structure and regular commu-
nication are an important
source of support for
the local compliance
departments.

Jaanika Ulst
Compensa Life,
Estonia

Local meetings. At the formal level, infor-
mation is exchanged within the Group by
means of periodic and ad hoc reports. At
the same time, however, it is just as impor-
tant to meet regularly in
person to exchange

views and experiences.

Tomasz Gradkowski
Compensa Life &
Compensa Non-Life, Poland

Newsletter. Regular and successful
cooperation is the basis for our teamwork
within the Group. Many compliance issues
are solved jointly. We especially value the
VIG compliance newsletter.

It provides helpful infor-
mation, particularly on
current initiatives at
the European level.

Martin Laur
Kooperativa CZ,
Czech Republic
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AT A GLANCE

Roadshow activities
in 2015

Maintaining ongoing communication with
the capital market is very important to
VIG. Frankfurt, London, New York and
Boston were the cities where VIG man-
agement held roadshows to meet with
existing and potential investors. In addi-
tion to VIG’s basic strategy, the growth
potential that still exists in the CEE region
was also discussed. VIG also took advan-
tage of eleven conferences organised by
national and international banks to inform
investors in other cities such as Munich,
Rome and Warsaw about current devel-
opments. Private investors were able to
obtain first-hand information about the
Group in Vienna at the Gewinn Messe
trade fair in October.

Bond issue and
repurchase

On 2 March 2015 the Company issued a
subordinated bond with a nominal value of
EUR 400.0 million and a term of 31 years.
The Company can call the bond in full for
the first time on 2 March 2026 and on
each following coupon date. The sub-
ordinated bond bears interest at a fixed
rate of 3.75% p.a. during the first eleven
years of its term and variable interest
after that. The subordinated bond satis-
fies the Tier 2 requirements under Sol-
vency Il. The bond is listed on the Luxem-
bourg Stock Exchange. In March 2015, the
Company repurchased EUR 51,983,000
of the nominal value of Tranche 1 of the
EUR 500 million in hybrid bonds issued in
2008 and EUR 35,822,500 of the nomi-
nal value of supplementary capital bond
2005-2022 issued in January 2005.

Dividend

The Group has paid out a dividend every
year since its IPO in 1994. Since the capi-
tal increase in 2005, this has been based
on VIG's sound dividend policy, which pro-
vides for the payout of at least 30% of
Group net profit (after minority interests)
to the shareholders. The Managing Board
is also following this principle for financial
year 2015 by proposing a dividend of
60 Cent per share to the statutory body.

Rating

The confirmation of the A+ rating with stable
outlook from the internationally recognised
rating agency Standard & Poor’s (S&P) in
July 2015 shows how solid the position of
Vienna Insurance Group is. The excellent
capital resources of the Group even exceed
S&P’s defined benchmark for AAA. More-
over, due to its market leadership position
in Austria and Central and Eastern Europe,
VIG’s competitive situation was rated as
“very strong”. This means that VIG continues
to enjoy the best credit rating of all com-
panies in the ATX Index.

+

with
stable outlook

Opportunities and
risks of VIG shares

2015 was a difficult year for Vienna Insurance Group
shareholders, even though the Group continues to have
a solid and profitable foundation.

Stable foundation. Every price is a mix
of fundamental data, expectations, sen-
timent and technical factors. The funda-
mentals of the Group are as stable as they
have ever been. The Group’s operating
result is solid and its capitalisation is also
rated excellent by Standard & Poor’s. The
Solvency 1II ratio calculated at the level
of the listed VIG group is in the area
of 200% and therefore continues to be
among the leaders of internationally op-
erating insurance groups. In addition to
the fact that VIG is the largest insurance
group in Austria and the CEE region, the
Group companies provide many positive
contributions to performance and Cen-
tral and Eastern Europe offers growth
potential that cannot be ignored. The
downward trend in the share price dur-
ing the year just ended and the painful
drop to below EUR 20 at the middle of
March 2016 were due to macroeconom-
ic changes and a series of
other events that generated
critical sentiment among
investors and  analysts.
Aside from the fact that
international perceptions

The foundations
of the Group are
as stable as they
have ever been

of 2015 at a price of EUR 30.775, 17%
below the price at the end of 2014.

The general nervousness of the markets,
Chinese
economy and discussions about the
European Union’s ability to
deal with the refugee crisis,

due to concerns about the

Technical price

negative effects of low interest rate envi-
ronment and other impairments of assets,
led to another significant price correction.
VIG is maintaining the dividend policy
it has followed for many years, namely
distributing at least 30% of Group net
profit after minority inter-
ests. The Managing Board

put additional pressure on drop due to will propose a dividend
share prices in tbe 2nd .half removal from of 60. Cent per share for
of 2015. In this environ- financial year 2015 to the
ment, VIG then announced the MSCI a_nd statutory body. This corre-
a write-down of its IT sys- STOXX indices sponds to a dividend payout

ratio of around 78%.

tems. The resulting decrease
in earnings led to initial
indications and fears that this might
also have an effect on the VIG dividend.
Adding to this came the change of man-
agement at the end of the year that the
market did not expect. On 14 December
2015, VIG shares fell to a low for the year
of EUR 24.91.

Headwinds at the start
of the year. Fears that the
Chinese economy could
encounter difficulties con-
tinued to affect the stock

of the CEE region — VIG’s
growth markets — are con-
tinually changing, the first decoupling of
VIG shares from the market was triggered
by the earnings report published on 14
April 2015. During this presentation,
management drew attention with its
statement that the negative effects of the
low-interest rate environment in 2015
could not be offset even by further im-
provements in the underwriting result.
The subsequent revisions to expected
earnings by capital market analysts led to
the first significant price correction, from
the previous high of EUR 42.62 on 10
April 2015 to EUR 35.50 at the end of
April.

Regular reviews in May and June of the
composition of two important European
indices, MSCI and STOXX, put further
pressure on the share price. Due to too
low a market capitalisation for the free
float of around 30%, VIG got excluded
from both of these important index
families. This led to a technical price
Many funds are “index
trackers”, which means they replicate

reduction.

the composition of various stock indices.
This means that fund portfolios are
adjusted based on index changes, without
taking the fundamental performance of
companies into account. The resulting
selling pressure led to another sell-off

of VIG shares, which closed the 1 half

market at the beginning of
2016. In this environment,
the price of VIG shares fell further to
almost EUR 22 at the middle of Janu-
ary. Publication of VIG’s preliminary
profit before taxes, which was reduced by

THE VIG
EQUITY STORY

Market leader in Austria and
the CEE region

Long-term growth potential

Successful business model:
broad diversification across
countries, products and
distribution channels

Optimal combination of
local entrepreneurship and
central risk management

Experienced management
Strong capitalisation

Conservative
investment policy
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Qutlook. The low interest rate envi-
ronment will continue to be a major
challenge for VIG in 2016. The Group
nevertheless plans to at least double its
2015 pre-tax results and achieve a profit
before taxes of up to EUR 400 million
in 2016.

In medium terms VIG aims for an im-
provement of the Combined Ratio, an
important profitability ratio for prop-
erty and casualty insurance, towards

95%.

Communications will continue to focus
on presenting the opportunities and
risks of the Group’s business develop-
ment, with the goal of gradually win-
ning back market confidence.

KORNEL STADLER

If you have any questions about the
Group and VIG shares, please contact
the Investor Relations team.

Nina Higatzberger

Head of Investor Relations

Phone: +43 (0) 50 390-21920
E-mail: nina.higatzberger@vig.com
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SHARE PERFORMANCE — VIENNA INSURANCE GROUP (VIG

Vienna Insurance Group (VIG) compared to the ATX and MSCI Insurance Index (in EUR), 1 January 2015 to 17 March 2016
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KEY FIGURES — VIENNA INSURANCE GROUP (VIG

Key share information 2015 2014 2013
Market capitalisation EUR million 3,237.12 4,746.24 4,636.80
Average number of shares traded per day Shares  approx. 147,000  approx. 65,000  approx. 64,000
Average daily stock exchange trading volume (single counting) EUR million 6.8 341 3.0
Year-end price EUR 25.290 37.080 36.225
High EUR 42.620 40.070 42.810
Low EUR 24.910 33.800 34.260
Share performance for the year (excluding dividends) % -31.80 2.36 -10.28
Dividend per share EUR 0.60' 1.40 1.30
Dividend yield % 2.37 3.78 3.59
Earnings per share? EUR 0.66 2.75 1.57
Price-earnings ratio as of 31 December 38.32 13.48 23.08

1 Planned dividend
2 The calculation of this financial ratio includes accrued interest expenses for hybrid capital.

VIG SHARES IN OVERVIEW

FINANCIAL CALENDAR"

Initial listing (Vienna) 17 October 1994 Annual General Meeting 13 May 2016
Initial listing (Prague) 5 February 2008  Ex-dividend day 18 May 2016
Number of common shares 128 million  Record date 19 May 2016
Free float approx. 30%  Dividend payment day 20 May 2016
ISIN AT0000908504  Results for the 15t quarter of 2016 24 May 2016
Security symbol VIG  Results for the 1%t half of 2016 23 August 2016
Bloomberg VIG AV /VIG CP  Results for the 15'to 3 quarters of 2016 22 November 2016
Reuters VIGR.VI/ VIGR.PR " Preliminary schedule

Standard & Poor’s rating

SHAREHOLDER STRUCTURE

A+, stable outlook

in EUR millions

PROFIT DISTRIBUTIONS

DIVIDEND PER SHARE

in EUR

179.2 130 1.40
166.4 1.0 )
153.6 110 ’
76.8 0.60
35% 36% 71% 49% 78%
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
Il Approx. 70% Wiener Stidtische Versicherungsverein M Profit distribution Dividend payout ratio M Dividend
Approx. 30% free float Planned profit distribution Planned dividend
Online annual report
An online version of the annual report that is opti- ~ download as Excel files. Other features, such as TWO THOUCEEND
mised for both the Internet and mobile devices  links within the report and a comparison with the AND FIFTEEN

can be found on the Vienna Insurance Group web-
site at www.vig.com. This means that interested
parties can now examine the Company’s busi-
ness performance at any time and any place. All
sections may be downloaded in PDF form, and
the most important tables are also available for

previous year create transparency and take you
directly to the information being sought.

The VIG online Annual Report is available
at: www.vig.com/AR2015

u@
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EXPERT CHECK
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“Is there a CEE bonus?”

Friedrich Mostbhéck
Head of Group Research, Erste Group

In 2009, the spectre of Austrian and CEE
bankruptcy was raised at the height of the
international financial crisis. This view-
point was spread by the media, econo-
mists, rating agencies and even the Inter-
national Monetary Fund (IMF). This was
based on the incorrect assumption that
the total loan exposure of Austrian banks
(incl. CEE) was too high compared to Aus-
trian gross domestic product.

Austrian financial institutions do, of
course, have a large exposure to CEE.
However, the economic output of the
CEE countries concerned had not been
included when estimating the loan vol-
ume. In addition, loans were and con-
tinue to be covered not only by Austrian
savings deposits (which would have been
too little), but also by local deposits in the
CEE countries. It was a gross miscalcu-
lation that was later shown to be flawed.
The IMF apologised, but the damage was
enormous. What had been a CEE bonus
for the Austrian economy became a seri-
ous Eastern European malus.

“Once a reputation is ruined... ” —
this saying definitely does not apply to
the CEE region. However, it took years
of presenting facts before investors
were convinced and lost confidence was
restored. Naturally, growth rates are also
at a moderate level here, but on aver-
age the CEE region is growing twice as
fast as the Eurozone. In addition, growth
rates like those before the crisis could not
have been sustained over the long term.
From this point of view, the crisis had a
cleansing effect.

However, the fact is that the current situa-
tion should benefit Austria and the CEE
region over the long term. This view is
supported by the fact that they have prac-
tically no direct relationships with emerg-
ing markets that have run into difficulties,
such as China and Brazil, and weak oil
and commodity prices benefit industrial
production. The small economic revival in
Western Europe and weaker euro should
also have further positive effects on the
export industry.

All'in all, the CEE bonus can be seen
not only in an expansion of the business
base, but also in greater economic diver-
sification as a consequence of the variety
of different countries involved and in a
higher average growth rate for the region
as a whole due to the sound catch-up
potential.



16 CORPORATE SOCIAL RESPONSIBILITY

THE SAFE-SIDE

AN INTERVIEW

“Long-term thin
is in our DNA.”

Petra Ringler
CSR-Officer

What is the importance of CSR for an
insurance company?

As an insurance company, we promise
our customers to deliver a clearly defined
service in the future. Take life insurance
or health insurance, for example, and you
are talking about a time frame of 30 or
even 60 years. Long-term thinking is in
our DNA, so to speak, as part of our core
business. The fact that VIG has this kind
of vision is proof of our company’s 190-
year old history.

Which CSR topics are of particular
importance to VIG?

On the one hand these include topics
concerning employees, diversity, fairness,
environmental concerns, and support from
social and cultural institutions. On the other
hand | believe that we must integrate CSR
much more into our core business. How
can we sustainably support our custom-
ers with their safety and financial security
needs? How do we as an insurance group
handle the demographic changes or natural
disasters, which occur more and more fre-
quently? These are central issues and ques-
tions, which strongly influence the product
design of our Group companies and also
our company’s strategy.

Where else do you see the need for
action over the coming years?

As | mentioned, many of the topics we
have been dealing with intensively for quite
a while. Now it is time to build a solid
roof for all those diverse measures and
to communicate our plans to the outside
world even more. In doing so, one of our
foremost interests in the design of our CSR
agendas is to structurally involve our cus-
tomers, employees and business partners
and to proactively ask them, which topics
are important to them. What good are our
best ambitions and intentions, if they fail
to address the real target, namely long-
term satisfied customers, employees and
shareholders?

The whole interview is available at:
www.vig.com/en/CSR_Interview

Patrick Gottlicher
Special operations project
InterRisk, Germany

{a 3
Goran Kesi¢
Sales |
Wiener Stédtische Osiguranje, Serbia

Barbara Grotschnig
Group Sponsoring
VIG Holding, Austria

A

Capable, responsible, diverse: the people behind Vienna Insurance Group

Responsibility both in &
outside the Company

Our involvement does not end at the office door. We also actively tackle issues and provide help
outside our daily business lives. In addition to helping with the professional development of its
employees, VIG also uses social initiatives to contribute to their personal development.

VIG has a long tradition of social involve-
ment. This is why we actively initiate and
promote social programmes and projects
that are dedicated to those who are social-
ly disadvantaged.

Bringing social involvement to life. Our
Social Active Day deserves special men-
tion. Started in 2011, it allows every
VIG employee to dedicate one working
day per year to a social initiative. Em-
ployees support a wide range of projects
and social organisations that differ greatly
across regions. Around 4,000 VIG em-
ployees set a strong example of greater in-
volvement, charity and solidarity in 2015.
Patrick Géttlicher was one of them. He

contributed his organisational talent
from “Wiesbadener Tafel” to help enable
disadvantaged children and their families,
and seniors without caregivers to take a
boat cruise on the Rhine. It was clear that
Serbian-born Goran Kesié also wanted
to provide help by renovating the homes
of families with children who have cancer
as part of the NURDOR project.

The Giinter Geyer Award is granted each
year with support from Wiener Stid-
tische Versicherungsverein, the principle
shareholder of VIG, to honour this con-
tribution to society within the Group. In
2015, one of the award winners for social
involvement was the Slovakian compa-

ny Komundlna, which took third place,
and Daniela Michali¢ovd as Head of
Marketing for the company. She is the
main person in the Group responsible for
the “Child-Friendly Community” proj-
ect, which trains social workers, among
others, to better recognise and under-
stand the needs and problems of young
people.

Barbara Grétschnig, Head of VIG
Group Sponsorship, and her dedicated
team are responsible for all social and cul-
tural activities in the Group: In addition
to coordinating the Social Active Day,
this also includes the annual wrapping
of VIG’s headquarters in the Ringturm

Gustav Mahler Youth Orchestra

Vienna Insurance Group sponsors the Gustav Mahler Youth
Orchestra, one of the world’s leading youth orchestras. It

Wrapping of the
Ringturm

F 7 VIG

Kids Camp

Daniela Michalicova

Marketing
Komunalna, Slovakia

The Company headquarters, the
Ringturm building, once again
became an art tower in celebration
of its 60" anniversary. The work
“Joys of Summer” by Croatian artist
Tanja Deman is the eighth tradi-
tional wrapping of the Ringturm by
Wiener Stddtische Versicherungs-
verein. In addition to the artist her-
self, many art enthusiasts also
attended the opening event.

VIG Kids Camp was organised for the sixth time by Wiener
Stédtische Versicherungsverein, the principal shareholder
of VIG. 500 children of VIG employees from 22 countries
enjoyed an unforgettable experience full of adventure,
excitement and social involvement. The children in the three
camps, “City Camp” in Strebersdorf, “Country Camp” in
Wagrain and “Mountain Camp” in Mariazell, dedicated one
day to a social activity. Songs were rehearsed and dances
learned, and then presented in an establishment for senior
citizens. The children sang and danced to the great enjoy-
ment of the audience.

is a place of learning for talented European orchestral
musicians and encourages young Austrian musicians to
play music with their colleagues from all over Europe,
traditionally including many from Central and Eastern
Europe. More than 2,000 young people apply each year,
but after the rigorous selection process only the best
are invited to join the orchestral projects. VIG has sup-
ported the Gustav Mahler Youth Orchestra for many years,
thereby also promoting international understanding and
equal opportunities.

WIENER STADTISCHE VERSICHERUNGSVEREIN/ROBERT NEWALD
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Actuary
Wiener Osiguranije, Croatia
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building, the VIG Kids’ Camp and refu-

gee aid initiatives, to mention only a few.

Learning without borders. VIG combines
responsibility and solidarity with the best
possible support for its employees. In ad-
dition to respect for others at all staff lev-
els, importance is also placed on identify-
ing career opportunities, and recognising
and promoting employee potential.

The mobility programme is a key compo-
nent of employee development that gives
highly talented employees practical in-
sights into the processes, guidelines and
standards of the different departments
and Group companies. Stela
Seperi¢ is one of the em-
ployees who took part in this
programme. She is an actuary
from Wiener Osiguranje, Cro-
atia, and visited Vienna under the mobil-
ity programme. “I returned to Croatia
with more knowledge, a wider profes-
sional network and many positive im-
pressions,” stated Seperi¢, summarising
her experience.

Jifi Paiik also took part in the mobil-
ity programme. In his case, however, he
joined VIG company Kooperativa in

Enid Minarolli
Managing Board
Sigma Interalbanian, Albania

Mobility as
a key factor

Jifi Parik
Legal department

the Czech Republic through its one-year
trainee programme. ‘I learned about the
Company in all of its aspects, and this ex-
perience will be highly valuable to me in
my future work,” stated Paik.

Identify, promote and use potential. In
addition to employee training, priority is
also given to management development.
A range of training programmes covers
both professional expertise and perso-
nal development. One of the key pro-
grammes is the International Manage-
ment Development Programme for High
Potentials and Young Managers (IMDP),
which was developed in cooperation
with the renowned Zeppelin
University in Friedrichshafen.
Enid Minarolli is one of the
managers who took part in the
programme. He was recent-
ly appointed to the Managing Board of
Sigma Interalbanian.

“The programme promotes out-of-the-
box thinking to best equip managers
for current and future challenges in the
insurance industry. The experimental
approach and professional exchange
of information with my colleagues in
the Group were particularly valuable

Kooperativa, Czech Republic

i
Judit Pécsi

People Management
Union Biztosité, Hungary

to me,” stated Minarolli about the pro-
gramme.

Focus on experts. Part of the VIG com-
petence model has experts as its target
group and thus offers an alternative to
the traditional management career. Judit
Pécsi, Head of Human Resources for Un-
ion Biztosit6, played a major role in the
introduction of the expert career in the
three Hungarian Group companies. “We
know what an important role our experts
play in the success of our company. By
implementing the expert career profile,
we are able to offer clear development
and career prospects to this professional
group,” explained Pécsi.

VIG is always on the lookout for motivat-
ed people whose spirit and involvement
can help us on our path to success, and
who add to the colourful diversity that
makes Vienna Insurance Group what it is.

MORE ON THE TOPIC

Learn more about the importance of CSR

in the Group and the many exciting pros-
pects that VIG offers as an employer at:
WWW.vig.com

IAN EHM (8)

AN INTERVIEW

“Our focus is on people”

Birgit Moosmann
Head of Human Resources

What are your responsibilities at
VIG?

| am responsible for implementing
Group-wide initiatives and incentives that
set a framework for local heads of HR.
Since they know local conditions the best,
Group companies are independently
responsible for the direction they take,
such as providing local advanced train-
ing courses.

What makes VIG an attractive
employer for job seekers?

We offer a wide range of opportunities
and prospects. Our advanced training
and development programmes focus on
Group-wide collaboration and interna-
tional experience. Continuing training is
available in all areas, right through to the
systematic promotion of expert careers
and the development of managers.
Employees can exchange information
with their colleagues in other countries
and develop an understanding of differ-
ent cultures and local market conditions.

What is particularly important to
you about your work?

Since our success is based on our
23,000 employees, we have a clear focus
on people. Only by working together can
we continue to provide excellent service
to our customers in 25 countries. What
particularly sets us apart is that our VIG
team is motivated, diverse and capable,
and speaks many languages.

What are the priorities for the
future?

We want to continue promoting diversity
within VIG and providing all employees
with opportunities for development. Our
goal is to become even better every day,
so that we can continue to attract — and
retain — the smartest minds for our com-
pany in the future.

Silver at Best Recruiters

For the second time, VIG Holding has been
rewarded with the silver label by Career’s
Best Recruiters. This study evaluates around
500 Austrian companies each year. It looks
at how the companies present themselves,
and how they address and treat job candi-
dates. The award reflects the success of

the Human Resources strategy VIG introduced to position itself as an
employer of choice. The award once again recognises the efforts of the
VIG HR Management team in terms of presence at career events and
on career websites, and the high level of service provided during can-

didate management.

best
recruiter

Georgia:
GPI sets HR trends

In 2015, the HR and Marketing department of Georgian
Group company GPI organised an exclusive conference for
the HR managers and CEQs of their corporate customers
from a total of 80 companies. The speakers included many
Georgian and international experts. GPI used this to position
itself in Georgia as a pioneer in the area of HR management
and as a strong business partner. VIG’'s competence model,
which focuses on the development of various employee
groups, was also presented. The event was highly praised
by everyone in attendance, as well as the media.
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percentage
of women

~60%

Women power

VIG had an average of 23,000 employees in
2015, with approximately 56% in the field
sales force and around 44% in administra-
tion. Approximately 60% of the employees
in the Group are women. The share for the
Managing Boards of VIG insurance compa-
nies is around 22% and at the next man-

agement level below approximately 40%.
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“The industry is
developing virtual
channels that ensure a
sense of security.”

Tomasz Borowski
General Secretary Compensa, Poland

The students in the Master Class
CEE stress the importance of secu-
rity in the virtual world. What does
this mean for insurance companies?
Technology is becoming increasingly mul-
ti-dimensional. Smartphones are not just
for making phone calls, but also for buy-
ing, watching TV and making payments.
The shape of communications and prod-
uct distribution is changing and insurance
companies have to face the challenge.
Personalised products must be offered
in an uncomplicated way, at a time and
place determined by the customer. The
industry is in the process of developing
virtual channels that ensure a true sense
of security. We are, however, at the start
of this development and there is a great
potential for insuring virtual risks.

What do you think about the ethical
conflicts the students addressed?

The new technologies always involve data
transfer —to and from the customer. It is
an exchange: service in return for infor-
mation. The better a customer’s needs
are known, the better the product can be.
This also applies to insurance. However,
it is the customer who decides whether
to give information or not, and it is our
responsibility to handle it with great care.

How can insurance companies meet
the growing need for mobility?

The insurance business is already very
international and follows its custom-
ers wherever they go. This ranges from
cross-border motor vehicle insurance to
health insurance while abroad. Knowing
that mobility will continue to increase
in the future, insurance companies are
developing digital channels that allow
customers to purchase the policy of their
choice any time and any place.

What solutions do the Polish Group
companies have for the future
trends that were mentioned?

We have primarily invested in modern
IT solutions. In the case of Skandia, for
example, we have smartphone apps for
policy management and a personalised
asset management programme. Benefia,
which has now been merged with Com-
pensa, developed a solution that allows a
motor-vehicle policy to be issued within a
matter of minutes using a QR scan. Com-
pensa is focusing on digital sales support.
Sales employees can issue policies via
their smartphones or tablets. We have
seen that our customers greatly appre-
ciate our desire to innovate.

&
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PETER BERGER

VIG has been a sponsor of the Master Class CEE
study program since 2013. This is a compact two
semester programme at the Vienna University of Econom-
ics and Business aimed at teaching management skills,
with a special focus on the management and steering of
multinational companies in Central and Eastern Europe.
More information is available at www.vig.com/cooperation

We will need security
and stability

How do young people today see life in the future? This is precisely what VIG
wanted to learn from students from Austria and the CEE region when it surveyed

them about their expectations of future trends in the digital age.

What do cabaret performer Karl Valentin,
author Mark Twain and physicist Niels
Bohr have in common? The saying “It
is difficult to make predictions, especial-
ly about the future” is attributed to all
of them. Nevertheless, we need to deal
with predictions. Some developments
can be seen far in advance, while others
take us by surprise.

Technology drives the need for security.
The students in the “Master Class CEE”
are optimistic about their future. The
world will not descend into chaos in
twenty years time, but will

instead have evolved consid- | ywant my

data to be
insured.”
Stefanie Bohacek

erably, driven by accelerating
technological change. Most
of the students feel they will
have a greater need for se-
curity in twenty years time
than they do today. “I think
the need for security will increase in
relation to technological trends,” said
Katharina Haramia from Austria.

One of the major trends is described by
the expression “smart living”. “Things
in our daily lives will be interconnected
and smartphones will be used as a ‘life
remote control’ to continuously monitor
and control them,” is the vision of Dora
Jokkel from Hungary as she looks into

the future. Humans and smartphones
will develop a quasi-union. “While I am
still in bed, I could use my smartphone
to tell my coffee machine to make me a
coffee,” said Bernadette Neumayer from
Austria. Not by laboriously sending an
SMS or using an app — the smartphone
will be controlled by our thoughts.

Big Data. Houses, cars, friendships —
everything will be “smart” in the future,
i.e. connected interdependently. Digiti-
sation will make inroads into all areas
of life. Neumayer: “On the one hand,
it can make our lives easier,
but, on the other hand, it
makes us more vulnerable.”
And particularly when it in-
volves the security of this big
data, and the need to protect
it from cyber-criminals.

This will result in a greater need for secu-
rity in the virtual world, and a new busi-
ness area for insurance companies. “I go
through my mental checklist every time
I leave the house: keys, wallet, mobile
phone. In twenty years time, all three
of these will be combined into a smart-
phone that I use to pay my bills and
unlock my house. I therefore want to be
sure that my data are secure and insured,”
said Stefanie Bohacek from Austria.

Vienna Insurance Group Supplement to the Group Annual Report 2015

On the other hand, insurance companies
could make use of these large quantities
of data to precisely determine custom-
er needs and offer tailor-made products.
The general expectation is that products
will be much more individualised and
personalised in the future. This is a bit of
a contradiction, since people also expect
in future to be able to purchase, manage,
deactivate and reactivate insurance poli-
cies very simply via their smartphones.
Digital processing, however, requires a
certain degree of standardisation.

Mobility. Increasing importance is at-
tached to the topics of travel and mobili-
ty. “I think that travelling regularly from
one continent to another will become
as common as using the tram today. In-
surance companies will have to respond
by offering flexible, individually tailored
insurance products,” according to Jok-
kel. “My personal impression is that the
more ‘borderless’ we become, the more
security we need,” said Lukrecia Mal-
jarova from Slovakia.

Ethical challenges. The ageing of society
is becoming an increasingly important
topic. It will fuel the trend towards pri-
vate pensions, because the government
pension system is stretched to its limits.
Medical care and nursing care will also
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become increasingly important in the
context of insurance. At the same time,
however, this will raise important ethi-
cal questions for the insurance industry.
How will it deal with the new possibil-
ities in the field of genetic testing? Will
customers be rejected based on the re-
sults of genetic tests? Or will customers
be required to take such tests so that
premiums can be calculated based on
the results? In twenty years time cus-
tomers might also know what illnesses
they would get in the future. “If only
people who knew they were likely to
get sick took out insurance, it could put
the whole idea of insurance at risk,” said
Hannah Kofler from Austria.

“Fitness trackers” also present a challenge.

These are armbands that record every as-
pect of daily life, such as sporting activi-
ties, sleep, movement patterns, etc. Will
insurance rates increasingly be offered
that reward the use of such trackers, or
provide discounts if a certain minimum
number of steps are taken each month?
Insurance companies will be judged on
how they deal with the issue of the secu-
rity of precisely this kind of data.

The idea that insurance companies could
become obsolete appears completely un-
thinkable. These companies are needed
to take on risk, and to provide securi-
ty and a bit more predictability in life,
which is changing at an ever increasing
rate. “The need for security and stability
will be so strong in the future that insur-
ance will no longer simply be something
that people would like to have, but in-
stead something that is absolutely nec-
essary in our day-to-day lives,” is how
Juliana Pivovarnikova from Slovakia
summarised the topic.

CUTTING-EDGE PRODUCTS AND SERVICES

Change is a key characteristic of our times. Insurance products and services also have to
reflect new behaviours, rising living standards and changes in habits. This cross-section of
examples shows how quick and innovative VIG is in expanding its product portfolio.

Advice by video telephone. In addition
to a completely new range of apps, Wiener
Stédtische Austria is setting new standards in
customer communications with its innovative
video advisory service. The Wiener Stédtische
website can be used either to start a video
advisory session right away, or to schedule
a session. All the customer needs for this is
a desktop or laptop computer with a micro-
phone and camera. Apps are available free
of charge for customers who want to use a
mobile device to receive advice.

Mobile app for emergencies. The Slo-
vakian VIG company Kooperativa has devel-
oped a mobile solution called “Help App”
that offers practical help for its customers in
emergency situations. Thanks to the “Help
App”, users know what they have to do in the
case of a traffic accident, theft or natural dis-
aster, for example. A practical tool that helps
customers do the right thing in an emergency.

Digital signatures — easier and less
paper. In accordance with the digital age,
the Czech company Kooperativa is giving
customers the option to sign using digital
biometric characteristics. Customers ben-
efit from a more convenient way of handling
their correspondence, and the environment
benefits from the use of less paper.

Unique protection for children.
Komunalna offers a product that is unique
in the Slovakian insurance market. Going
under the name of Provital Junior, it offers
children a combination of accident insur-
ance and future provisions for use when
they are of legal age — such as funding for
a course of study, a wedding or purchasing
their own home.

Flexible travel insurance by SMS. In
collaboration with local mobile phone pro-
viders, Union Biztositd Hungary is offering
travel insurance that can be purchased via
SMS. As soon as mobile phone users enter
a foreign network, an SMS is sent asking
whether they would like to purchase travel
insurance. A reply SMS is sent to purchase
the insurance, which is then charged to
the mobile phone account. Nothing could
be easier.

Targeting cancer risk. Donau Ver-
sicherung in Austria also wants to do some-
thing about the increasing risk of cancer.
Its new cancer insurance provides ben-
efits immediately when malignant cancer is
diagnosed. The insured can also obtain a
second medical opinion from internation-
ally renowned experts. This can measurably
improve the chances of treatment.

SKANDIA

Car insurance via mobile phone. The
Polish VIG company Skandia provides a
user-friendly, non-bureaucratic mobile app
for its customers to purchase motor vehicle
insurance. Another mobile solution provides
a detailed overview of all existing policies.
Skandia is one of the most innovative insur-
ers in Poland when it comes to digitisation.

THE GOAL OF INNOVATION LEADERSHIP

Wiener Stadtische
digital offensive

An interview with Gerhard Hopfgartner, Head of Marketing at Wiener Stadtische

ELKE MAYR

Wiener Stidtische is making changes. Our digitisation strategy is being systematically
implemented, starting with a redesign of the website and a completely new range of apps,
right through to the topic of online insurance. We were clearly focused on a single goal —
achieving digital fitness and helping to shape the course of technical change.

What else can we expect in terms of
online strategy for your customers?

We have developed a new range of
online products, professional adviso-
ry videos and a range of
apps to satisfy customer
requirements for greater
online  communication.
This allowed us to further
strengthen our
tion leadership. We will
also continue to drive for-

innova-

ward and proactively pur-
sue our digital themes in

the future. Our field sales

We will also
continue to
drive forward
and proactive-
ly pursue our
digital themes
in the future.

are also important topics.

So your field sales employees have
their own web pages?

Yes, that is an important element in our
digital offensive and con-
tinues to be unique among
insurance companies. Each
field sales force employee
has their own web page and
a personalised electronic
business card. This concept
of using a completely new
digital approach to deal
with customers opens up

force, for example, has al-

ready been equipped with new touch-
screen laptops. Electronic signatures
and modernising sales force web pages

possibilities for customer
advisors to provide cus-
tomer-friendly, service-oriented  sales
support. The logical outcome is an in-
crease in online sales.
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What steps have been taken internally
towards digitisation?

Behind the scenes, we have steadily
developed our system to provide a
simple, comprehensive customer view,
our “business radar”. We have now
reached a position that is state-of-the-
art and trend-setting for the insurance
industry. We are also planning further
projects on customer communication
and sales support for the future.

About

Gerhard Hopfgartner (43), Head of Mar-
keting at Wiener Stadtische, is responsible for
market research and product management,
among other things.
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Austria and Central
and Eastern Europe —
this is our home

From Belarus to Bulgaria and from the Czech Republic
to Georgia — Austria and Central and Eastern Europe are
deeply rooted in our DNA. Vienna Insurance Group has
operated in the CEE region for 25 years. We have around
50 companies in 25 countries serving this region with

An online version of the
Annual Report is available at
www.vig.com/AR2015

180 million potential customers. We believe in the strength
of this region, its economic power and the inexhaustible
will of the people there to accelerate the economic catch-
up process. We have become a constant institution there,

VIG’s IR app for the iPad is

available at www.vig.com/iPad and, as market leader, it is our home.
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NOTE This Supplement to the Group Annual
Report includes forward-looking statements
based on current assumptions and estimates
that were made by the management of VIENNA
INSURANCE GROUP AG Wiener Versicherung
Gruppe to the best of its knowledge. Statements
using the words “expectation”, “target” or
similar formulations indicate such forward-
looking statements. Forecasts related to
the future development of the Company are
estimates made on the basis of information
available as of the date this annual report went
to press. Actual results may differ from the
forecasts if the assumptions underlying the
forecast prove to be wrong or if unexpectedly

high risks occur. Rounding differences may
occur when rounded amounts or percentages
are added. The Supplement to the Group
Annual Report was prepared with the greatest
possible care in order to ensure that the
information provided in all parts is correct and
complete. Rounding, type-setting and printing
errors can nevertheless not be completely ruled
out. Our goal was to make the Supplement to
the Group Annual Report quick and easy to read.
For this reason, in most cases we have not
used phrasing such as “he/she”, “his/

her”, etc. It should be understood

that the text always refers to

women and men equally without
discrimination.

In case of doubt, the German
version is authoritative.

Address: VIENNA INSURANCE GROUP AG
Wiener Versicherung Gruppe,
Schottenring 30, 1010 Vienna,

Phone: +43 (0) 50 390 22000

Website — online report

This paper and the Group Annual Report 2015
are available in both German and English and
may also be downloaded in both languages
in PDF form from our website (www.vig.com)
under Investor Relations.
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