CEE region contributes more than

50%

EUR 9.1 billion in
premiums

An increase of 4.4%, not includ-
ing single-premium life in-
surance products.

Profit before taxes EUR 406.7 million

This means our ambitious goal of doubling our profit

compared to last year to up to EUR 400 million was over-
achieved. Half of the profit was generated by the Central
and Eastern European markets.

Our compass
points eas

The compass is a Chinese invention
from the 11™ century. Originally vitally
important for sea travel, it is now syn-

onymous with direction and purposeful-
ness. Companies also use a “compass” in
order to keep sight of their objectives.

The compass used by the Vienna
Insurance Group (VIG) is special. It
points east. This is because our Group,
which has its headquarters in Austria,
has made itself at home in Central and
Eastern Europe (CEE). We are building
on the potential of 180 million custom-
ers in the CEE region whose prosperi-
ty and insurance needs are continually

growing (page 2).

This region already generates half of our
income. The Central and Eastern Euro-
pean region was the major contributor
to doubling our profit before taxes to
EUR 406.7 million in 2016. We were

N
4

very pleased to be able to keep this
promise we made. Our success was also
due to the conservative investment strat-
egy we feel we must follow as an insur-
ance group and that we will not dissoci-
ate from even in difficult times.

Our Group has grown tremendously in
the past 25 years. This means that new
cultures and markets combined with
a proven business model must all be
brought into line so we can keep the big
picture in focus. Although not a com-
pass in the usual sense, we provide an
appropriate form of guidance for our
employees in the course of our employee
mobility programmes that promote an
exchange between our 50 Group com-
panies (page 18).

Our compass has been pointing in the
right direction and has brought us suc-
cess — for more than 190 years.

We maintained our course consistently in 2016
and kept an important promise.

HIGHLIGHTS

Managing Board interview
Why you can count on VIG also in
the future. Page 4
New strategic work
programme

The programme focuses on ensuring
future viability, optimising our
business model and organisation

and cooperation. Page 8
Highlights from

VIG markets

What VIG companies did in 2016.
You can read examples on  Page 12
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97.3% combined ratio

Due to a solid underwriting result,
the combined ratio was once again
significantly below the 100% mark
in 2016.

UP TO DATE

Financial report 2016

Facts and
figures. Every- -
thingyouneedto -, GAN
know about finan- COUN(‘)TN
cial year 2016.

Us

DIVIDEND INCREASED

The Group Managing Board will
propose a dividend increase to
EUR 0.80 per share. ~ Page 14

VIiGT

VIG shares:
strong capitalisation

The Group’s strong capitalisation is the
main reason for investing in Vienna
Insurance Group. The Company also
scores with stability and security. The
international rating agency Standard &
Poor’s confirmed that this strategy has
been well received by the market by
once again awarding Vienna Insurance
Group an A+ rating with stable

outlook in 2016. Page 14

VIG takes responsibility

A stakeholder survey and materiality
matrix were used to narrow down the
broad area of corporate social respons-
ibility (CSR) in the Group. They have
provided important guidance for VIG's
future direction and defined key social
and environmental topics. Because
Vienna Insurance Group is aware of

its social responsibility. Page 16

VIG?Y
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GENTRAL AND EASTERN EUROPE -
A GROWTH MARKET
Per capita insurance premiums in euros.

The countries of Central and Eastern Europe have
a great deal of catch-up potential with regard to
insurance coverage and protecting their increas-
ing level of prosperity. CEE insurance markets
are still far from being saturated, and growth
rates are significantly higher than in Western

European countries.
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From local hero to CEE Group

Source: in-house calculations based on data published by national insurance authorities.and associations, the IMF and Swiss Re (Sigma);

' weighted average of all VIG CEE markets, 2015

“We still have a great deal of
upward potential”

There are two things you absolutely need as a pioneer: a lot of courage and patience.
After the fall of the Iron Curtain, many Austrian companies showed they were up to the
challenge and invested offensively in the new market of Central and Eastern Europe.
Four of them explain why they still believe they made the right decision and what their

plans are for the future.

The Ringturm building in Vienna is more
than Austrias first office highrise. When
it opened in 1955, the Vienna Insurance
Group’s headquarters was a symbol of the
country’s return to freedom and the start
of an economic upturn. The situation was
completely different, however, just a few
kilometres to the east. Europe was divi-
ded, and the eastern part of the continent
dominated planned economies and un-
freedom.

The fact that Austria was cut off for dec-
ades from the economy in Central and
Eastern Europe is no longer apparent in
the Ringturm. Quite the opposite. When

you enter the lobby of the headquarters
nowadays, you are immediately surround-
ed by the variety of Central Europe. Ger-
man, Croatian, Czech, Romanian — a
different language is spoken around every
corner.

Convergence of prosperity brings growth

When the Iron Curtain fell at the begin-
ning of the 1990s, many Austrian com-
panies seized the opportunity and invested
intensively in the CEE region. “Austrian
banks in this form would no longer exist if
the expansion into neighbouring countries
had not taken place,” said Erste Group
CEO Andreas Treichl, convinced of the

importance of the step that was taken at
that time. “The expansion was a very im-
portant step for us — and for the Austrian
economy as a whole. And this was based
on the assumption that the level of pros-
perity would adjust to the level in Western
Europe.” Treichl sees this confirmed by
the fact that the regions around Prague
and Bratislava are already more prosperous

than the EU average.

It is a catch-up process that still has to
unfold in the other CEE countries and is
far from complete. This is shown, for ex-
ample, by the growth rates of these coun-
tries compared to Western Europe. While

IAN EHM

Elisabeth Stadler, CEO of VIG

Per capita insurance expenditure in the
CEE market is only around one twelfth of
the level in Austria.

VIG?

VIENNA INSURANCE GROUP

gross domestic product is expected to in-
crease by 1.5% a year in the Eurozone be-
tween 2016 and 2019, the forecast is 3.6%
for Slovakia and 3.3% for Poland. There

VIG’S HISTORY

Wl FROM AUSTRIA TO THE CEE REGION -

The foundations for VIG’s successful his-
tory were laid in 1824. In 1990, the Com-
pany took the risk of expanding into the CEE
region by forming the company Kooperativa

AUSTRIA

Czech Republic, Slovakia

in the former Czechoslovakia. 2014 saw VIG Premiums: EUR 1.0 billion (former Czechoslovakia), Germany Poland
) . . Employees: approx. 5,600
enter the final country in the CEE region, Companies: 3

Moldova. VIG now operates in 25 countries. Hungary

Liechtenstein,
Croatia, ltaly

Vienna Insurance Group Supplement to the Annual Report 2016
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IMMOFINANZ

Oliver Schumy, CEO of Immofinanz

Eastern European countries have compar-
atively low levels of national debt. Budget
deficits in the region are low.

IMMOFINANZ

SPACE TO SUCCEED

is good reason why the Erste Group bank
subsidiaries in the Czech Republic and
Slovakia now contribute three-quarters of
the Group’s income.

Vienna Insurance Group is also firmly
rooted in the CEE region and is a mar-
ket leader in many countries of the re-
gion. “We were already investing in the
former Czechoslovakia in 1990 and are
now a clear market leader in our Austrian
and CEE markets,” explained Elisabeth
Stadler, CEO of VIG. The Group now
generates half of its profits and more than
half of its premiums in the CEE region.

The CEE market is not saturated

What makes the CEE market so attractive
is the fact that the potential catch-up in
terms of penetration of different products
is far from complete. “While Austria is
considered a thoroughly saturated insur-
ance market where issues such as future
provision and health are of great import-
ance, insuring material assets, such as
cars, buildings and homes, is still the pri-
ority in most CEE countries,” explained
Stadler. As a result, insurance expenditure
in the CEE region is still only around one
twelfth of the level in Austria.

The rise in quality of life and purchasing
power has led to increased demand for
higher quality products and services. This
is also confirmed by Oliver Schumy, CEO
of Immofinanz: “We currently earn most
of our rental income in the CEE region.
The faster the economy grows, the greater
the demand for modern office space. And
the increased purchasing power bolstered
by wage growth and higher employment
rates leads to increased retail sales in our
shopping centres and retail parks.”

Schumy continues to view the CEE re-
gion as an important growth market. In-
vestment volumes improved in 2016 in
all of the countries in the region where

Immofinanz operates. He believes the
greater leeway available for public budgets
is also important. “Eastern European
countries have comparatively low levels of
national debt. Budget deficits in the region
are low. The countries have also improved
in terms of competitiveness. These are all
factors that favour the region,” explained
Schumy.

Technology and driver of innovation

It is quite clear to Alejandro Plater, CEO
and COO of Telekom Austria Group,
that the opportunities in Eastern Europe
were one of the reasons the current ma-
jority shareholder, América Mévil, in-
vested there. However, in addition to the
upward economic trend in these markets,
he also mentioned another key argument
in favour of the CEE region, namely the
innovativeness of the people there. “We
particularly see opportunities due to tech-
nological change and digitisation. Eastern
Europe offers considerable potential in
this area. Many of the innovations we use
internally come from outside Austria. Be-
larus was the first market where we com-
pletely virtualised our network, and our
new TV products were partially developed
in Croatia,” said Plater.
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Alejandro Plater, CEO and COO0
of the Telekom Austria Group

Central and Eastern Europe continues to
be a highly attractive region, which is why
our majority shareholder, América Mavil,
invested in the Telekom Austria Group.

TELEKOM /
AUSTRIA
GROUP

In addition to organic growth, the CEE
region also naturally offers opportunities
for acquisitions. “Our industry will con-
tinue to consolidate, particularly with re-
gard to landline networks. Bulgaria alone,
for example, has more than 300 regional
cable companies, which prevents con-
sumers from receiving benefits from an
industry based on economies of scale. Our
strategy is to aim for growth in our core
business, using new products as well as ac-
quisitions,” explained Plater.

More acquisitions are also an option for
VIG, which already operates around 50

GDP GROWTH

ECONOMIC GROWTH FORECAST
Real GDP growth 2016-19 in % p.a.

The forecast for economic growth in the next few years is
significantly higher for Central and Eastern Europe than for

Austria and the Eurozone.
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Eurozone: +1.5%

companies in the region, and CEO Stadler
has announced that she has an appetite for
more. “That includes both organic growth
from expanding existing businesses and
acquisitions. Profitability naturally takes
priority in all our considerations. If it is
unprofitable, it is taboo for us.” This is
aimed at protecting and further expand-
ing VIG’s position as the largest insurance
group in Austria and the CEE region.

Confidence and an appetite for more
Whether the potential offered by an
economic area can actually be exploited
depends in part on the basic mood and
attitude of the population. Telekom Aus-
tria CEO Plater confirms that the people
in the CEE region strongly desire change
and a better life. “Pessimism, on the other
hand, currently dominates the West, even
though it is completely unjustified. This
naturally has a strong effect on investment
and, in turn, on economic development.
We need a new spirit of optimism, and
the age of digitisation is a good reason for
this,” stated Plater.

Erste Bank CEO Tieichl also explained
that one of the reasons of the rapid growth
in the eastern part of the continent was the
difference in approach. “In my opinion,
this also has to do with the fact that the
people in this region want to become more
prosperous, believe in themselves, and are
therefore ready to take risks. This is some-
thing almost impossible to find in Western
Europe anymore.”

This desire for more puts the CEE region

in an economic pole position for the fore-

2.2

Source: IMF, World Economic Outlook database, October 2016

seeable future. Austria borders on this
economic area and benefits greatly from
the upward trend because many Austrian
companies have managed to make the
jump from “local players” to established
major players in the CEE region. The
future of these companies is built on this
growth region.

“Growing together” in the best sense of
the word is what these corporations are
promoting. VIG’s Elisabeth Stadler clari-
fies the magnitude of the process: “Our
premium volume was EUR 1 billion when
our eastward expansion began. It is now
a little more than EUR 9 billion, and we
still have a great deal of upward potential.”

ERSTE BANK / ANDI BRUCKNER

Andreas Treichl, CEO of Erste Group

When the question of new locations
arises, people inevitably take a closer
look at the CEE region.

ERSTESS

Group

EXPANSION
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Serbia

Slovenia,
Ukraine

Bulgaria,
Belarus

Romania

Estonia, Latvia,
Lithuania

Albania,
Macedonia, Turkey
Georgia

Bosnia-Herzegovina

Moldova

Montenegro
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Premiums: EUR 9.1 billion
Employees: over 24,000
Companies: approx. 50
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2016

Group premiums
EUR 9.1 billion

Adjusted for single-premium life insur-
ance products, the increase was a satisfac-

tory 4.4%.

Profit before taxes
EUR 406.7 million

We have over-achieved our stated objective
of doubling the previous year’s profit to up to
EUR 400 million.

97.3% net combined ratio

Solid underwriting result has led to a combined
result significantly below the 100% mark in 2016.

Planned dividend per share
of EUR 0.80

This will be proposed at the Annual General Meet-

ing on 12 May 2017 to maintain our dividend
policy of distributing at least 30% of Group net
profit after minority interests to shareholders.

Market share greater than
10% in Serbia

The market share in Serbia was increased sig-

nificantly by acquisitions in 2016.

Expansion in Serbia and
Romania

VIG continued its successful expansion in the CEE
region with acquisitions in Serbia and Romania
in 2016.

Ou can count

2016 was once again extremely challeng-
ing for the insurance industry. The life
business in particular is suffering from
the now chronic low interest rate envi-
ronment. While customers expect a rea-
sonable yield, as an insurance company
we are obligated to maintain a conserva-
tive investment policy.

We are therefore extremely happy that
we have been able to maintain Group
premiums at a stable level of slightly
over EUR 9 billion in this difficult en-
vironment. This represents an increase
of 0.3%. When adjusted for single-pre-
mium life insurance products, the in-
crease even rises to 4.4%.

Growth in the CEE region

This was only achieved due to our strong
presence in the CEE region. We current-
ly already generate more than half our
premium income there, and while Aus-
tria recorded a drop of 2.8% (an increase
of 0.7% excluding single-premium life
products), some of our growth markets
recorded remarkable increases. The eco-
nomic upward trend can be seen clearly
in the CEE region. Romania, for exam-
ple, recorded a growth of 24.4%, Turkey
15.3% and Hungary 9.8%.

The Central and Eastern European re-
gion also achieved good growth in motor

third party liability insurance. This line
of business is nevertheless highly com-
petitive and, in some cases, suffers from
regulatory measures imposed on the
insurance industry. In Romania, for ex-
ample, the government imposed a maxi-
mum limit on motor third party liability
tariffs for six months. We are keeping an
eye on developments like this and are
not afraid to take appropriate measures
if profitability is threatened.

At the same time, we also still have an ap-
petite for more in the Central and East-
ern European region, whether through
organic growth or further acquisitions.
We have identified Poland, Hungary,
Serbia and Croatia as four growth mar-
kets where we aim to achieve a market
share of more than 10% in the medium
term. Our purchase of the AXA com-
panies means we have already achieved

this goal in Serbia in 2016.

“You can count on us” is more than just a
catchy phrase. It states that keeping our
promises is a top priority. This concerns
the CEE strategy we have been system-
atically implementing for years as well
as our proﬁts. In 2016, we announced
that we aimed to double our profit be-
fore taxes to up to EUR 400 million. We
were able to achieve this in spite of the
negative effects of the low interest rate

Vienna Insurance Group Supplement to the Annual Report 2016

environment. However, it should be
mentioned that this was also due to a
one-time positive effect on the financial
result because of an agreement reached
between the Carinthian Compensation
Payment Fund and HETAYs creditors,
which included Vienna Insurance Group.

Accepting the settlement before the
7 October 2016 deadline meant that the
bonds that had been previously writ-
ten off could be written up in value by
around EUR 40 million.

Dividend increase

We also certainly feel obliged to main-
tain our dividend policy, which provides
for a dividend of at least 30% of Group
net profits (after minority interests) for
sharcholders. We will therefore propose
a dividend increase to EUR 0.80 per
share at the Annual General Meeting.

With regard to the ratio of losses to pre-
mium income, the Group combined
ratio was further reduced compared to
previous quarters to 97.3% in 2016. Our
clear objective is to continue increas-
ing Group profitability and improve
the combined ratio in the direction of
95.0% in the future.

The Standard & Poor’s rating agency
once again confirmed the path we have
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chosen and the resulting excellent capi-
talisation by assigning an A+ rating with
a stable outlook in 2016. This means we
have the best rating of all companies in-
cluded in the ATX leading index of the
Vienna Stock Exchange.

Count on us — apart from bare figures
Vienna Insurance Group’s major competi-
tive advantage is our multi-brand strat-
egy with local entrepreneurship. This is
an expression of our diversity and one
of the most important cornerstones of
our strategy. Many studies have shown
that companies with a high level of di-
versity are particularly successful. We
place great importance on responding to
different local needs and a Group-wide
exchange of knowledge and information.
This leads to many innovative product
ideas and solutions that benefit our com-
panies, employees — and in the end our
customers.

When we bought companies in the
Central and Eastern European region,
they already had brands that were well
known. Our customers and employees
all identified with them. We are taking
advantage of this by using a multi-brand
strategy across our entire market area
that is closely related to multi-channel
distribution. Due to local differences,
various approaches are implemented to
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The VIG Managing Board: Peter Hofinger, Martin Simhandl, Elisabeth Stadler, Judit Havasi, Franz Fuchs, Roland Grdll (I. tor.)

The Managing Board of Vienna Insurance Group on the
financial year just ended, and on what else you can expect from
the market leader in Austria and Central and Eastern Europe.

address customers in different countries.
Vienna Insurance Group intentional-
ly uses established regional brands and
autonomous local management to re-
spond to these country-specific needs for
insurance and future provision.

This local expertise is also greatly assisted
by our long-term strategic partnership
with Erste Group, which also operates in
many of our markets. Personal insurance
typically dominates the range of insur-
ance products sold through banks. We
also see a great deal of potential in sales
of health and property insurance. A proj-
ect group is being formed with our bank
insurance partner Erste Group for this
purpose. The aim of the project is to op-
timise products, distribution and profits
for the banks and insurance companies
in all countries where Erste Group and
Vienna Insurance Group cooperate. The
focus is on customer needs and require-
ments, easily understandable products
and integration into the bank’s digitisa-
tion initiative.

With more than 24,000 employees,
Vienna Insurance Group is the clear
market leader in its Austrian and Cen-
tral and Eastern European markets. We
are in an excellent position to take ad-
vantage of the long-term growth op-
portunities offered by the region and its

180 million potential customers by pro-
viding service, customer-orientation and
reliability — values that are particularly
important in times of great change.

Count on us — now and in the future

We have developed a strategic work pro-
gramme to ensure that Vienna Insurance
Group remains a dominant player in the
Central and Eastern European insurance
market in the future. The programme
focuses on three areas: ensuring future
viability, optimising our business model
and organisation and cooperation.

These three areas include many initia-
tives, and an overview and description of
these is provided on the following pages.
A few examples are briefly mentioned
here. First, the ongoing digitisation tak-
ing place in all areas of life and work will
also affect the insurance business. We are
consciously focusing on automating pro-
cesses and digitising our range of prod-
ucts and services.

We also see significant potential in pro-
moting private health insurance — in
both Austria and the CEE region. Pub-
lic healthcare funding, demographic
change and medical progress are factors
increasing the need for personal, self-de-
termined health insurance. The increase
in prosperity in the Central and Eastern

Vienna Insurance Group Supplement to the Annual Report 2016

European region is also raising the de-
mand for these products.

We are certainly also thinking about
what the future holds for life insurance.
Coverage for biometric risks and threats
that are still currently underrated, such
as occupational disability and nursing
care, will become more important. We
also should not forget that life insurance
is the only financial instrument that of-
fers a life-long annuity. This is an argu-
ment that continues to be valid even in
view of the historically low level of in-
terest rates.

Our clear objective is to continue in-
creasing Vienna Insurance Groups’ prof-
itability. We plan to generate around
EUR 9.5 billion in Group premiums
until 2019 and expect our profic be-
fore taxes also to increase to between

EUR 450 and EUR 470 million.

As previously mentioned, 2016 was a
challenge. What really matters, however,
is how one approaches such challenges.
We decided to take an offensive approach
to difficult situations. We continue to
work intensively on generating prof-
itable growth and expanding our posi-
tion as market leader in the Central and
Eastern European region. That is some-
thing you can count on!

PHOTOGRAPH: IAN EHM, ILLUSTRATION: JELKA LERCHE
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A strategic framework is the basic foundation for
actively shaping corporate future. Here we outline e S ra e
the main cornerstones of the company strategy.

r >
(] o .-
ore business msurance "
VIG concentrates on its core business, namely providing insurance solutions KEY STRATEG
and advisory services that best address the different security and future provision needs
of the people in its markets.
< .
Local entrepreneurship * 3
\ -
* Decentralised structures and rapid decision-making
* Exchange of best practices/networking within the Group
Anti-fraud
Establish a Group-wide best
practice approach for managing
. fraud in retail business.
Shared services — —
and mergers —
Generate cost advantages by . ,t"..' -
combining back-office R
functions within a country or, /’
if applicable, within a region, ’ VI G
and by mergers where the

Creating added value by increasing

outweigh the advantages of a Optimising Our th e Ie
Closed file review
to vulnerability in the claims

synergy effects of the merger

diversified market presence in

fhelfongrerm. business model insur
Uniform Group procedure for operating performance. .
e e Austri
process. t h e

reg

Optimising the
profitability of motor

insurance OI'ngIliSﬂtiOn

Develop targeted measures

focused on underwriting and CO Op eration

risk selection, and the use of

new pricing methods. .
S Support for measures in the ar
ensuring future viability by est

* clear rules and instruments
* an infrastructure for cooperat

Conservative investment
and reinsurance policy

* Emphasis on quality and sustainability

* Broad risk spreading through diversification

CSR

Odur core business has always required being able to think in terms of and for many generations,
assume responsibility and satisfy anytime the commitments we make to customers today. We want to actively
fulfil our responsibility by helping create a future worth living.

Vienna Insurance Group Supplement to the Annual Report 2016
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at a glance
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Focus on Austria and CEE

VIG is committed to Austria and the CEE region as its home market and is convinced of
the many growth opportunities offered by the CEE region. The difference in the economic and
insurance-specific maturity of these markets ensures broad risk diversification across countries.

S PO Multi-brand strategy

* Use of established local brands
* Addressing a variety of different target groups
* A tool to maintain customer and employee loyalty

Digitisation
Develop a digitisation strategy
and integrate the opportunities

to adapt our business model
that arise as a result of

digitisation (such as customer Life insurance
contact, advanced analytics,
of the future

Considerations for the

automation).

design of life insurance as an

i s Insurance of attractive instrument for
| | future provisions for a self-
. the future determined life, in particular
Ensurlng future Medium and long-term during old age.

changes to the business model

Viabi]jty due to trends, innovations

and technical developments,

Measures for adapting the business model focusing on life:and motor Motor business
to (future) opportunities and challenges. LRRAREE: of the future
. Examine future trends in

Assistance the motor line of business,
Expand internal Group such as self-driving vehicles
assistance to generate and sensor networks, and the
competitive advantages and necessary adjustments this
mouingl o ihe fnsumnas creates for the business model.

business model.

Intensification of
lines of business

Taking advantage of growth
potential in the health insurance,
bank assurance and reinsurance
businesses.

Multi-channel distribution

* Combination of multiple channels of distribution

* Strongly customer-oriented distribution
* Long-term cooperation with Erste Group

Employer of Choice

VIG also aims to be number 1 for their employees. We pursue this objective by
identifying and promoting the individual skills of our employees and creating a work environment
in which diversity plays a central role.

Vienna Insurance Group Supplement to the Annual Report 2016
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INTERVIEW

KORNEL STADLER

“Our work must be imple-
mentation-oriented”

Klaus Miihleder
Head of Group Development and
Strategy

What are the responsibilities of the
new Group Development and
Strategy department?

We help Vienna Insurance Group and its
Group companies continue to operate
more successfully than our competition.
Although this sounds quite vague at first,
it is nevertheless a clear goal that also
provides a great deal of freedom for
entrepreneurial initiative.

What are the main areas you work
on with your team?

There are essentially three areas. The
first one is early identification of trends
so that they can be included in our busi-
ness model. The effects of digitisation,
the “Internet of Things” and self-driv-
ing vehicles on our business model are
examples of such trends. It is also impor-
tant, however, to propose very specific
adjustments so that work on creating the
business model of the future can already
begin. Second, our responsibilities also
include “traditional” strategy work such
as country screening, identifying growth
areas, for example in health insurance,
and establishing cooperation. And third,
we work on strengthening the opera-
tional aspects of our current business
model. This concerns specific projects
such as claims optimisation, fraud man-
agement and closed file review. We are
always focusing on networking specialist
expertise and sharing best practice so
that knowledge is available everywhere
in the Group.

What is your main challenge?
Strategy can be highly abstract at times.
It is important to me that the benefits of
the department to the Group as a whole
can be clearly recognised. The depart-
ment’s activities should always concern
implementation — which is why the
operating projects that were previously
mentioned are so important. In addition,
we should also test new methods and
approaches, such as design thinking and
innovation labs, and integrate them in
order to prepare for the demands of the
future.

Optimised claims management

Rapid assistance and critical analysis
are two sides of the same coin

An insurance company must provide help when it is needed, but

must also recognise when it is being deceived.

“The customer is always right” — Vien-
na Insurance Group follows this maxim
not only when selling products, but also
when customers need their insurance the
most: when they make a claim. Vienna
Insurance Group provides quick and
easy assistance at times like these. This
implies simple, efficient internal pro-
cesses, which benefit both the customer
and the insurance company itself, as they
contribute to cost optimisation.

Preventing insurance fraud is just as
important where cost reduction is con-
cerned, since not all reported losses actu-
ally occur. For this reason, Vienna Insur-
ance Group made anti-fraud a priority
in the year 2016, and plans to use the
closed file review method, i.e. follow-up
examination of claims that have already
been closed, starting in the year 2017.

Reducing fraud

When a claim occurs, it is important
for people to be able to trust us. How-
ever, we naturally also have to be able to
trust that our customers have provided

correct information about their claims.
This is especially in the interests of the
majority of our customers, who have
legitimate claims and actually require
assistance. Building on favourable ex-
perience in Austria, we therefore started
an initiative to reduce fraud. Concretely
in Poland and Romania in 2016.

The aim is to use a defined process to
more quickly identify potential cases
of fraud. Previous experience and typ-
ical procedures from the past are used
to record patterns of fraud in manuals.
These manuals are regularly updated
and used to train claims processing em-
ployees. Cases that raise strong suspi-
cions of fraud are then examined in more
detail in a specialised department and
rejected if proof of fraud is established.
Constant feedback between claims pro-
cessing and the specialised fraud depart-
ment plays a key role in this process. It
also makes it clear that this initiative is
not a one-time measure, but instead a
process that is integrated into the Com-
pany and regularly controlled, measured
and monitored.

The results to date from this initiative
are highly promising, and the process
of expanding the model to other com-
panies and countries has already begun.

VIG provides local support and creates
synergies

Vienna Insurance Group plays a key role
when measures are implemented on site
in a Group company. It offers an inter-
national project team and best practice
methodology. In this way, Vienna In-
surance Group supports the
implementation in each

company and ensures [N
that all necessary pro-
cesses run correctly
and knowledge trans-
fer has taken place
once implementation is
concluded.

This also ensures that associated syner-
gies and economies of scale can be ex-
ploited. No Vienna Insurance Group
company has to reinvent the wheel in
this process.

Internal contribution to customer satisfaction

Focus on comprehensive

service

Providing immediate, direct help to cus-
tomers 24/7 is the fundamental goal of
assistance. Vienna Insurance Group is
happy to set such a goal, since creating a
customer-friendly image is a key success
factor for the Group. In order to make
further improvements in this area and
increase customer loyalty, Vienna In-
surance Group decided it would expand
internally and no longer use outside
companies to provide assistance services.

Internalisation like this allows for a sig-
nificantly better use of potential syner-
gies. The value added by this decision
is clear to see: Control over claims han-
dling — from first contact to payment of
compensation — gives Vienna Insurance
Group significant control over service
quality and allows it to make further im-
provements.

By now, local market leader
The initiative began in 2013 with the

purchase of the assistance company
Global Assistance in the Czech Republic.

This Group subsidiary has already be-
come a local market leader.

In the following years, the organisation-
al foundations were laid to enable inter-
nal assistance to be promoted in other
Vienna Insurance Group markets. In
Bulgaria, for example, a Group in-house
call centre was successfully converted to
an assistance company, and the company
Global Assistance was acquired in Slo-
vakia. A further milestone was achieved
in Poland in 2016, where a motor assis-
tance centre was successfully set up as a
greenfield project and established itself
as the most modern motor assistance
centre in the Polish market. In the year
2017, work also began on establishing
a separate assistance centre in Romania.
The focus for internal assistance in the
year 2017 will be on services in the trav-
el and household areas.

Thanks to new technologies, even more
customer service
The digitisation trend will also natural-
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Assistance plays a key role in ensuring the
future viability of our business model.

ly affect assistance. As a result, mobile
solutions that provide faster, better cus-
tomer service have already been imple-
mented, such as mobile GPS tracking
for tow trucks. This supports the drivers
to take the shortest route and ensures
that locations are found quickly.

Identify customer needs + professional
assistance = satisfied customer

The initial results from this initiative
indicate that signiﬁcant synergy effects
are created by the transfer of knowl-
edge between individual Group-wide
assistance companies and close coop-
eration between assistance and claims
handling. However, the fact that
professional assistance has a

major effect on customer

loyalty and satisfaction is

also extremely important.

And ultimately, that is our

goal: to provide the best

possible service to custom-

ers who is convinced of the

value of that service.

€

JELKA LERCHE
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An attractive product in spite of low interest rates

Life insurance of

the future

In the media, one repeatedly encounters
the opinion that the end of traditional
life insurance is near and thar this type
of future provision is no longer needed
due to decreasing yields and reductions
in the guaranteed minimum interest
rate.

The numbers, however, show quite a
different picture. Pensions and life insur-
ance are increasingly being seen as attrac-
tive products. A survey performed in the
year 2016 across Austria by the market
research institute Integral showed that
pensions recorded a stark increase in pop-
ularity among different forms of saving
and investment. It was chosen by 35% of
the respondents, while only 28% made
this choice in the previous year. Life in-
surance took third place on the populari-
ty scale with a score of 40% (35% in the
previous year), behind savings accounts
and building society savings.

The criticism of life insurance is based
on the current low interest rate envi-
ronment. Vienna Insurance Group’s
Austrian life insurance business is also
highly challenging due to the large port-
folio that has developed over the years

Life insurance continues to
be popular.

and the low level of interest rates. The
decrease in the financial result reduces
profits in such an environment. The
average yield on investments of around
3% nevertheless fully covers the average
minimum rate of 2.3% guaranteed for
life insurance — over the medium term.

Even Vienna Insurance Group’s yield
<

©
©

on new investments of slightly
less than 2% is clearly above
the guaranteed minimum in-
terest rate of 0.5% that has
applied since the beginning

of the year. That means this
segment can still earn the
guaranteed minimum yield
even in difficult times. This is im-
portant for customers and shareholders
to know, but is not the main reason that
life insurance is so important. Tradition-
al life insurance is, after all, one of the
few products that can guarantee cus-
tomers a life-long annuity and therefore
plays a particularly important role in old
age provision.

Unit-linked and index-linked life insur-
ance, which requires considerably less
equity-backing from insurance com-

panies and offers higher expected re-
turns for customers, is becoming more
popular in the current low interest rate
environment. This is a trend we are
monitoring in the Austrian Group com-
panies, and also increasingly promoting,
given the costs of life insurance guaran-
tees.

One has to consider that, as an insurance
company, Vienna Insurance Group first
and foremost offers protection against
risk. This has not always been given
the importance it deserves in the past.
However, protection against risks is the
key characteristic that distinguishes in-
surance from pure investment products.
Increased attention to coverage of bio-
metric risks when designing prod-
ucts is therefore a key factor in
the attractiveness of life insur-
ance products in the future.

This is the area that Vienna

Insurance Group is examin-
ing when considering “life in-
The focus
is on whether product should also in-
clude property benefits in the future,
in addition to the usual features. These
could, for example, be benefits related
to “ambient assisted living”: that is, the
use of digitisation in households of the
elderly, nursing care benefits required by

surance of the future”.

the elderly or programs for maintaining

health.

The relationship between the associated
costs and the added value for custom-

ers must be evaluated and fairly priced.
There is no question, however, that the
demand for life insurance and future
provision products exists. It will be up
to the insurance companies to use their
creativity and motivation to provide ap-
propriate solutions that satisfy customer
expectations. Through the strong local
ties of Vienna Insurance Group com-
panies they are ideally suited for this task.

COOPERATION ERSTE GROUP
AND VIG

Almost nine years ago, Erste Group and
Vienna Insurance Group reached an
agreement to form a strategic partner-
ship. Vienna Insurance Group acquired
all of Erste Group’s insurance activities,
and VIG insurance products have been
sold through Erste Group branches and,
in some cases, through its online portal
since then. In return, Vienna Insurance
Group companies offer Erste Group bank-
ing products. Therefore both of these
companies have benefited from the co-
operation, which is why it is being further
expanded by forming a joint project group
with the goal of optimising products, dis-
tribution and profits for the banks and
insurance companies in all countries
where Erste Group and VIG cooperate.
The focus is on customer needs and
requirements, easily understandable
products and integration into the bank’s
digitisation initiative.

The cooperation is therefore a win-win
situation for both companies.

The demand for optimal medical treatment is increasing

VIG accelerates its health insurance otfer

This line of business has particularly high potential in

Central and Eastern Europe.

A combination of rising health-
care costs, ageing populations
and technical progress in
medicine are causing gov-
ernment systems to reach

their limits. As a result, pri-

vate health coverage is becoming
significantly more important, which
is one of the reasons Vienna Insurance
Group is also focusing on expanding this
line of business.

Health insurance currently represents
only a small portion of the total pre-
miums of the Group. This will, however,
change in the future, due to increasing
demand for solid health coverage from
the growing middle class in the CEE
region. In this region, private insurance
is especially a future market where the
government system fails to provide full
coverage.

This issue has been given increased at-
tention at Vienna Insurance Group for
around a year. We are currently ana-
lysing markets where products can be
introduced to supplement government
programmes. The markets in Bulgaria,
Hungary, Romania, Poland and Turkey
were already identified as offering the
greatest opportunities. As a result, coun-
try-specific development programmes

+

are now being implemented,
and regional product solu-
tions are also being examined.

An important result of the
analyses is that healthcare ex-
penditure depends on a number

of social and economic factors. These
include the level of income in a coun-
try, the quality of the coverage offered
by the public sector and the population’s
expenditure on private healthcare. As
shown by the chart, the share of pri-
vate healthcare expenditure to total ex-

HEALTH EXPENSES (% ToTaL)

PRIVATE EXPENSES
Ukraine

Bulgaria

penditure varies greatly from country
to country. And also the acceptance of
private health insurance solutions: While
around one third of the population now
has private supplementary coverage in
Austria, the percentage in Central and
Eastern European countries is still very
low, even though a highly significant
portion of healthcare expenditure is pri-
vately funded in some countries.

This situation and the change in aware-
ness of optimal coverage indicate a large
amount of growth potential. The fact
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Source: WHO Global Health Expenditure Database, 2014
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that premiums in the CEE region rose by
20% in 2016 shows that the path VIG
has chosen is the right one. In addition,
the public sector is increasingly prepared
to provide tax subsidies for private health
insurance and integrate them into the
state insurance system.

The current situation differs greatly in
some of Vienna Insurance Group’s mar-
kets. While Turkey has a comparatively
well-established market for private insur-
ance, in Romania it is still very small. In
Poland, demand for private health insur-
ance is growing significantly. Demand is
particularly high for products covering
outpatient treatment and diagnosis in
private-sector medical centres.

In Hungary, private health insurance is
primarily offered in the form of group
health insurance. This is due to the tax
advantages offered for companies. This
market has grown considerably in recent
years.

Private coverage for health risks is an
attractive future market in the Central
and Eastern European region. The level
of market saturation is still low given the
increasing prosperity. Vienna Insurance
Group aims to take advantage of this
potential.
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Gdbor Lehel on the strategic initiative “digitisation”

Vienna Insurance Group sets
a balance between traditional
and digital sales

Digitisation is an important focus for Vienna Insurance Group

to remain fit for the future.

The digitisation trend will also affect the
insurance business. What trends do you
see, and are we competing with the “in-
surtechs”?

I can only confirm that digitisation also
plays a major role for Vienna Insurance
Group. The rapid advance of technol-
ogy is a fact, and the requirements of our
customers and intermediaries are chang-
ing. We need to respond in a future-ori-
ented manner. There are signs of a trend
to make processes faster,
automated and paperless.
Machines and computers
will become more impor-

tant and, in some cases,

“We consciously
try to promote
innovation.”

Even though many of these companies
appear cool and modern on the surface,
a closer look shows they are often pro-
moting things that have existed for a
long time, just dressed up to look trendy.

VIG has a 190-year history, and digitisa-
tion was set as a priority in the previous
year. How do the Group’s individual mar-
kets differ in this respect?

Many Eastern European markets are very
open to online insurance and
digitisation, and many more
online sales have taken place
there than in Austria. This also
has to do with the freedom al-

will also communicate

with each other.

That does not mean, however, that peo-
ple will no longer be needed. Exactly the
opposite is true. They have important
characteristics that machines lack, such
as feelings, trust and intuition.
We therefore do not consid-
er digitisation a threat, but
instead an incentive for in-
novation.

We are also closely moni-
toring the new insurtechs.
We can learn from these
IT-driven start-ups. They
are based on an interesting
way of thinking and in-
clude some good ideas. We
might even cooperate with
one or another insurtech
in the future.

UNION BIZTOSITO

lowed by the legal frameworks
in some countries. Austria is
somewhat stricter in this respect. Overall,
however, we have already accomplished
quite a bit in the Group.

For example, Wiener Stidtische
introduced video advisory
sessions in the previous
year, a Polish Group
company lets cus-
tomers use an app
or ATM to buy

] Gabor Lehel:

General Manager of the Hun-
garian Group company Union
Biztositd and deputy member
of the VIG Managing Board.

motor insurance in a matter of seconds
and digital signatures can be used to buy
insurance in the Czech Republic.

Would it be more efficient to implement
innovations Group-wide and manage
them centrally?

On the contrary, individual companies
act as pilot projects. What works in these
cases can be introduced to other coun-
tries later or rolled out across the Group.
We currently screen our 50 companies
for digital innovations, products and
services with the aim of making these
innovative ideas available to all Group
companies.

We are also working on a shared Group-
wide understanding of how we as a
Group aim to deal with the topic of
digitisation to ensure optimal customer
access and use of Group-wide synergies
at the best. The actual implementation
itself, however, is left to the discretion
of each Group company — in accord-
ance with the decentralised nature of our
structure.

In addition to process automation, we
are also focusing on creating large ben-
efits for our customers and intermediar-
ies by using digitisation for products and
services.

What are you doing to keep up with the
changes?

We consciously try to promote inno-
vation. Working with innovation labs,
for example, provides the framework,
methods, tools and structures needed to
strengthen innovation across company
boundaries — whether to develop new
products or deal with new technological
trends.

Digitisation workshops are also held
regularly in the Group to discuss
new developments, trends but also
solutions and exchange knowl-
edge and experience.

Does this mean Vienna In-
surance Group is moving as
quickly as possible to digit-
ise its business?

In one sense, yes, as digital de-
velopments can be very helpful
for users. On the other hand, however,
we want to find a healthy combination
of traditional and digital solutions. This
is critically important in industries like
insurance that depend heavily on per-
sonal interaction.
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INNOVATIVE PRODUCTS

VIG GOES DIGITAL

A few examples of the many digital
offerings within Vienna Insurance
Group.

s Versicherung uses “George” for
digital sales. s Versicherung’s acci-
dent insurance guarantees immediate
payment following an accident based
on a defined list of injuries. Custom-
ers are therefore spared a long proce-
dure for assessing potential disability.
Another unique selling point, however,
is that customers can purchase this
accident insurance anytime, anywhere
in the world also by using the “George”
online banking platform offered by
Erste Bank and the Sparkasse banks.
Insurance coverage begins the second
the mouse is clicked to purchase the
policy. s Versicherung’s product range
on “George” will be expanded gradu-
ally. This is a clear demonstration of the
successful partnership between Erste
Bank and VIG!

Fa B
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VIENIA INSURANCE GROUP

BCR LIFE

BCR Life issues a health insurance
card based on a prepaid card. BCR
Life’s new health insurance makes it eas-
ier for its Romanian customers to settle
charges for medical services using a
prepaid card licensed by MasterCard. A
simple online process enables doctor’s
appointments to be made and costs to
be refunded directly to the prepaid card
even before the visit to the doctor. Easy
and secure. This is customer service par
excellence!

Wiener Stadtische uses live chats to
provide advice. Wiener Stadtische is
the first Austrian insurance company that
can be reached by live chat. Customers
can use the “wienerstédtische.at” web-
site to start a chat with its service hotline
advisers. This service has already been
used 5,000 times in the first half year
with an average of 38 customer enquiries
each working day.

Bulgarian health insurance app.
The Bulgarian Group company Bulstrad
Life launched its innovative and free of
charge health insurance app B-Assist
in 2016. This allows customers who
have purchased this product to arrange
doctor’s appointments free of charge
with a few clicks. The app also reminds
customers of their appointments and
enables necessary documents to be
exchanged. Customers can use a map
function to choose from cooperating
medical providers.
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Susanne Chishti on current trends in digitisation

Digitisation is both an
opportunity and a challenge

Susanne Chishti
CEO FINTECH Circle

A mega-trend and its effects on the insurance business. New business
models and innovations due to digitisation will also affect the

insurance sector.

The digitisation trend is not new.
Emails replaced handwritten letters and
digital cameras replaced 35 mm film
cameras years ago. Navigation devices
communicate with satellites and traffic
control centres, and soon smart meters
will be used to measure electricity con-
sumption.

The increase in networking and data ex-
change will naturally also affect the in-
surance sector. The following trends are
beginning to show in this area and could
play a critical role in the future.

One trend is towards the increased use of
technology to cut costs. Many processes
still require manual processing or paper
documentation today. Digital technol-
ogies allow many work steps to be auto-
mated, thereby speeding up processing
and increasing customer satisfaction.
The trend to automated processing of
claims is an example of this.

Insurance companies are also offering
more personalised services that take the

individual needs of customers or cus-
tomer groups into account. An explicit
data strategy and the ability to analyse
customer data will be a clear competi-
tive advantage in this regard. Data and
visualising and interpreting data to al-
low faster, better decisions to be made
will have immense value in the digitised
economy of the future.

When dealing with customers, it will
become more important to use data
to identify the proper context and un-
derlying needs of the

solutions for upcoming challenges. This
trend is being fuelled by the appear-
ance of many small I'T-driven start-ups.
“Fintechs”, or “insurtechs” in the case
of insurance-related start-ups, use digi-
tal channels to offer individual products
from bank and insurance company prod-
uct ranges. They generally operate out-
side the regulatory framework and offer
products from established providers,
frequently under cooperative agreements
using open interfaces. Insurance com-
panies could increasingly become plat-
forms for partners with
complementary or sup-
plementary products.

customer rather than  “Digitisation also leads
simply sell - products. 14 gollaboration.”
Insurance companies

must be there when

customers make specific “life decisions”,
and be able to offer appropriate person-
alised service. This includes insurance
companies that cover special risks for
short periods of time.

Digitisation also leads to increased col-
laboration. Platforms allow many com-
panies to work together to find common

Blockchains are another
interesting idea that is based on the use
of a distributed database for entering and
confirming digital transactions instead of
a central clearing house. The blockchain
would therefore simplify and speed up
online payment processing, which would
further promote the trend towards dig-
itisation of business transactions and
processes.

Many established businesses are cur-
rently analysing these new technologies.
They could lead to faster, easier and more
secure online services for customers, sig-
nificantly reduce manual processing and
paper documentation, and make transac-
tions easier to audit.

It is important to keep an eye on all of
these trends and carefully assess their
future potential. This is particularly the
case given demographic changes and the
fact that future generations of customers
will interact with their insurance compa-
nies in different ways than they do today.

About

Susanne Chishti

Susanne Chishti was born in Graz. After many
years of management experience in interna-
tional finance she has dedicated herself com-
pletely to the digitisation of the industry. She
is CEO of Fintech Circle, a London-based
company dedicated to financing new finan-
cial start-ups.

This is how smart insurance sales work in Poland

Innovative channels
to the customer

The Polish motor insurance
market is highly competitive
and the logical outcome
would be aggressive pricing
policies. Compensa, under its
Benefia brand, is using a lot
of digital finesse to follow a
different path.

The Polish VIG company Compensa is
offering groundbreaking channels for the
instant closing of motor insurance sales
under its Benefia brand. The company
entered the online business at a very early
stage and the experience it has gathered
is now paying off. It has allowed custom-
ers to process transactions using its own
terminals and app since 2015. That the
demand for such services exists is shown,
for example, by the fact that around

32,000 policies were sold through these
terminals at Polish vehicle inspection
centres in 2016.

How does it work? Quite simply. The
Polish vehicle registration has a QR code
that stores all policyholder information.
The code is scanned in and an appropri-
ate policy is selected and supplemented,
as desired, with own damage or passen-
ger coverage, or comprehensive packages
with assistance services. A credit card or
debit card can be used to pay the pre-
mium in a single payment or instal-
ments, and the policy is available im-
mediately as a printout. Insurance cover-
age begins on the date selected. Custom-
ers are delighted about the fast, easy and
intuitive processing.

But the polish company of Vienna Insur-
ance Group also stands out for other rea-
sons. Its vision is to be everywhere that

the customer is and where no one else
has ever sold. In addition to its automat-
ed policy terminals, products can also
be purchased using software integrated
into ATMs and via SMS. There are clear
benefits for the customer, namely faster,
easier access to a broad range of products
coupled with easy processing. The insur-
ance company also benefits from lower
selling costs and round-the-clock avail-
ability of customers.

These far-reaching digital initiatives
immediately received two awards. The
brand Benefia was given the “Insurtech
Implementation Award” for its “Here
and Now” app that can be used to pur-
chase motor insurance in less than two
minutes. This application is unique in
the European market. It was also hon-
oured with an award in the “Most digital
Insurer” category of the “E-commerce
Polska Awards 2016”.
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Ray Sigorta knows what women want

Ray Sigorta is breaking new ground by bringing a target group-specific product to the Turkish market:
“Princess Casco” motor own damage insurance for women.

Ray Sigorta listened to women to find out
what they want and expect from motor
own damage insurance. A variety of focus
groups — based on age, income and level
of education — and individual interviews
with potential female customers helped

@
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the company understand what was ex-
pected of this product. Other customised
own damage products from around the
world were used as a reference. The result
is a unique product providing a special
service.
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VIENNA INSURANCE GROUP:

“Princess Casco” has its own hotline
that offers a number of different levels
of support. Emergency drivers are avail-
able for customers and are dispatched as
soon as notification of a claim is received.
Employees take care of further handling

immediately after an accident is reported
and arrange for the car to be transported
to a garage or the desired address and or-
ganize a replacement vehicle. As soon as
the car has been repaired, it is returned to
the customer and the replacement car is

taken back.

The product is fast, easy and uncompli-
cated. A key factor there is the fact that
the exceptional service performance is a
unique selling point. Therefore, Ray Sig-
orta can clearly set itself apart from the
competition.

| RAY SIGORTA

Wiener Stidtische
protects SMEs from cyber attacks

You don’t have to be defenceless against increasing cybercrime.
You can insure yourself against it.

Cyberattacks are becoming more and

more complex and sophisticated. They
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DOPPELTEN BOD

UNSER CYBER PROTECT

Das CYBER CENTER hilft. 24 Stunden, 7 Tage
die Woche unter 050 350 355. Mit dem
Drei-Stufen-Support.

IHRE SORGEN MOCHTEN WIRHABEN

WIENER

STADTISCHE

VIENNA INSURANCE GROUP

are causing enormous damage by simply
bypassing antivirus programs and fire-

walls. The increase in net-
working also increases the
likelihood of weak points
Hackers

with criminal intentions,

in IT systems.

employees who misuse sen-
sitive data or malware that
is unintentionally installed.
Even just opening an email
attachment is enough. The
criminals are highly pro-
fessional and these situa-

tions cannot be avoid-
ed. Circumstances have
unfortunately ~ changed

greatly from a few years
ago, when forged messag-
es from energy companies
and banks could be easily
identified due to badly
formulated sentences and
many errors. In addition,
most companies are in-
creasingly sending invoic-
es to customers by email

WIENER STADTISCHE

to save paper and reduce

their environmental impact. One wrong
click is all it takes to give criminals ac-
cess to passwords, knock out a system or
take money from an account. Losses can
quickly reach the five- or six-digit range
in cases like this. In addition to a loss
of earnings, companies can also suffer
damage to their image or reputation if,
for example, a website or mail server is
unavailable for days.

The Austrian Group company Wiener
Stddtische is now offering “Cyber Pro-
tect”, an innovative customised solution
for small and medium-size enterprises.
Only 3% of SMEs in Austria current-
ly have such coverage. In comparison,
more than 60% of these companies
are already protected in the USA. This
is the case even though around 92% of
the companies questioned are aware of
the risk. Companies can now make a
change. Cybercrime insurance is an op-
timal addition to all-risk insurance that
covers all of a company’s risks due to
natural hazards. Companies can protect
themselves against all possible risks with
these two packages.
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The basic package provides coverage for
data loss and damage, including data
theft and data protection breaches. Sup-
plementary coverage is available, if re-
quired, for crisis and PR management,
both internal and external, benefits in
the event of business interruption due
to data loss, and assistance with cyber
blackmail. Media liability insurance is
also available.

Coverage is provided for the cost of IT
specialists, overtime by IT employees
in the company, examining third-par-
ty claims, through to the cost of legal
advice. Professional crisis management
and Public Relations agency services are
also covered when damage to a compa-
ny’s image must be remedied or at least
limited. Around-the-clock telephone
assistance and remote maintenance are
also provided by the experts at the Cyber
Centre.

This is a truly reassuring investment
given the significant increase in cyber-
attacks and the damage they can cause.
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New corporate video for Vienna Insurance Group

Insurance stands for responsibility

Pictures speak louder than words, and VIG has produced a
new video to speak on its behalf.

The “self-portrait” was filmed in Fischa-
mend, Lower Austria, and a small village
in western Hungary. The Group is symbol-
ised by a 100-year-old oak tree — a meta-
phor for our goal of being a dependable,
strong partner that our customers and
business partners can rely on at all times.
The deeply rooted trunk stands for stability

and our expertise in the coverage of risk.

The many branches and ramifications
symbolise our regional base and de-
centralised structure that ensure close
proximity to our customers. The leaves
represent our local Group companies in
Austria and Central and Eastern Europe.
We feel responsible for providing prod-
ucts and services that offer protection and
security to the people in our markets.

Insurance is more to us than simply sell-
ing insurance policies. Being an insurer
implies social responsibility that we
gladly accept — with all of our strength,
the dedication of our more than 24,000
employees, and our many years of experi-
ence in Austria and Central and Eastern
Europe. As strong and protective as a mas-
sive oak tree.

www.vig.com/imagevideo

‘
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CEO Martin DiviS on Kooperativa’s
25 years in the Czech Republic

How would you sum up Kooperativa’s
25 years?

Our premium volume was around
EUR 3.3 million 25 years ago and today
it is EUR 1.2 billion. We grew from 50
employees to around 3,600. During that
period, we handled more than 7.5 mil-
lion claims to the complete satisfaction
of our customers — who now number
more than 2 million. If you ask why Ko-
operativa is strong, successful, stable, fair
and respectful, analysts will look for the
answer in the company’s history, key fig-
ures, competition, business law, customer
behaviour or the character of our indus-
try. They will measure, examine, evaluate,
calculate and model. To me, however, the
answer is clear — Kooperativa just acts the

way people do.

What are you particularly proud of when
you think back to the past?

In all those years, it was the work and de-
termination of our employees that have
brought us so far. This was particularly
clear when the government monopoly on
motor third party liability insurance was
lifted in 1999. There were long lines of
customers outside Kooperativa’s offices,
and we set up tables in the street to man-
age the rush. Everyone helped to issue
policies. We even hired students tempo-
rarily. In a very short period of time, we
had issued more than a million policies.
That was truly remarkable.

Kooperativa has been part of the VIG
Group for 25 years. What do you value
about this the most?

It was clear right from the start that the
headquarters in Vienna would rely on
our local management, the on-site team

and our special knowledge of the Czech
market. I consider this to be proper and
reasonable. Not everything works the
same way in Austria as it does in the
Czech Republic or, for example, Roma-
nia. Wherever you go, people are just a
little bit different, as is the environment.
Take the manner and style of communi-
cation, for example. An advertisement
that is humorous in the Czech Republic
might be a complete failure in Hungary
or Poland. And I have to say that I per-
sonally value very highly the Group’s
approach to relying on Group company
management.

What is the secret of your success?

Success is always a combination of dif-
ferent factors. In my opinion, the most
important are the determination
of our employees, who enjoy
doing their jobs, a strong ex-
perienced principal share-
holder, trustworthy busi-
ness partners and a

Vienna Insurance Group

management that knows what it wants
and how to achieve it. And we particu-
larly value the confidence that each and
every customer places in us. When this
is true, one can truly call it success. And
Kooperativa even goes one step further —
we are an insurance company that always
tries to be straightforward and helpful,
and knows that life is not always simple.
Kooperativa is an insurance company for
life as it is.

Martin Divis:
CEO and

7‘- General
Manager of

the Czech
Kooperativa

Kooperativa L‘I\3

VIENNA INSURANCE GROUP

LUKAS BIBA/ECONOMIA

Supplement to the Annual Report 2016

AWARDS

VIG receives TOV
certification for efficient
processes

VIG focuses on quality, risk minimisa-
tion and the efficiency and effectiveness
of processes and workflows. As a result,
the VIG International Processes and Meth-
ods department was awarded TUV qual-
ity certification in accordance with 1SO
9001:2015. Achieving this quality stand-
ard is still something quite new in the Aus-
trian insurance industry.

Donau Versicherung
honoured in the Ass-
Compact Awards 2016

Donau Versicherung received multiple
awards in the AssCompact Awards 2016,
including silver for its commercial com-
bined policy and agricultural business
products, and bronze for commercial
third-party liability insurance. Donau Ver-
sicherung also moved higher in the overall
evaluation, and is now one of the top 5
insurers in Austria.

InterRisk in Germany
provides high level of
customer convenience

An industry study by the business maga-
zine FOCUS-MONEY awarded InterRisk
a rating of “very good” for providing a
very high degree of customer conveni-
ence. The study also included broker-ori-
ented insurers for the first time. “These
excellent results confirm that InterRisk, a
broker-oriented insurance company, also
enjoys the highest level of customer satis-
faction from its policyholders,” said Diet-
mar Willwert, the company’s Director of
Sales and Marketing.

Kooperativa awarded
the “Golden Crown”

As in previous years, the Czech Group com-
pany Kooperativa once again succeeded in
winning the Golden Crown award in this
year’s survey for the most successful insur-
ance company in the Czech Republic. The
company received awards in four categories:
gold for industrial and commercial insur-
ance, silver for household insurance and
two bronze awards in the motor and third
party liability categories.

Omniasig receives two
awards

As in the previous year, Omniasig once
again received the “Best Property and
Casualty Insurer of the Year” award from
the Romanian XPRIMM publishing com-
pany. This award is given to companies
that demonstrably practice sustainable
development, with a strong focus on ser-
vice that is both high quality and profit-
able at the same time. Omniasig also won
the award for “Best Financial Company”
in Romania.
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IR activities in 2016

Vienna Insurance Group was represented
at a total of 12 international investor con-
ferences, and management met with exist-
ing and potential investors in, for example,
London, Frankfurt, Paris, Munich, Warsaw
and Prague to provide information on cur-
rent developments in the Group. More than
270 contacts with investors took place in
2016. The IR team also assisted 13 ana-
lysts who issue reports on VIG and their
estimates of share performance at vari-
ous intervals. Vienna Insurance Group
publishes continuously updated informa-
tion on its IR webpages (www.vig.com/ir),
including information on events (along with
the presentations used), research reports
and contact information for the IR team,
who are available to answer questions at
any time.

Dividend

Vienna Insurance Group continues to be
an attractive investment for long-term
investors, as the Group has paid a divi-
dend each year since its stock exchange
listing in 1994. Vienna Insurance Group
has followed a long-term dividend policy
that provides for a shareholder dividend
of at least 30% of Group net earnings
(after minority interests) since its capital
increase in 2005. It plans to continue fol-
lowing this policy for financial year 2016.
The Group Managing Board will propose
a dividend of EUR 0.80 per share to the
statutory body.

Supplementary capital
bonds called in

In December 2016, Vienna Insurance
Group informed the market that it was
calling in two supplementary capital
bonds. As the issuer, Vienna Insurance
Group repaid around EUR 256 million on
the first ordinary call-in date effective
12 January 2017. A new bond in the
amount of EUR 400 million was issued in
2015 based on the callability of the two
supplementary capital bonds mentioned.
Due to the careful long-term financial plan-
ning of the Group, the call therefore had
no negative effects on the Group’s rating
and hardly any effect on solvency. Instead,
Vienna Insurance Group provided proof of
its reliability as a bond issuer.

Rating confirmed again

The A+ rating with stable outlook awarded by
the internationally recognised rating agency
Standard & Poor’s is clear evidence of the
Group’s outstanding capitalisation. The rat-
ing underscores Vienna Insurance Group’s
financial stability and was reconfirmed in
July 2016. Moreover, due to its market leader
position in Austria and Central and Eastern
Europe, Vienna Insurance Group’s competi-
tive situation was rated as “strong”. This
means that Vienna Insurance Group, as an
international insurance group, continues to
enjoy the best credit rating of all companies
in the ATX Index.

with stable
outlook

Sound investment on a sustainable foundation

VIG is attractive — and not just
due to its strong capitalisation!

Stability and security are of utmost importance in gaining the confidence of investors and
customers and in maintaining this confidence over the long term.

Vienna Insurance Group has focused
on its customers concerns and kept the
best interests of its stakeholders in mind
since its inception, and the continued
existence of its insurance companies and
consequently the observance and fulfil-
ment of the obligations to its customers
are central elements of its mission state-
ment. Vienna Insurance Group’s excel-
lent level of capitalisation
provides an indispensable
foundation for this. The
management of Vienna
Insurance Group keeps
this in mind at all times

and follows a sustain-

Group.”

able, long-term strategy in
managing the Company.

“As an insurance
group, stability and
security are of par-
ticular importance
to Vienna Insurance

in Austria with an approved internal
model and has been using this model
since Solvency Il came into effect on
1 January 2016.

As an individual company, Vienna In-
surance Group had a solvency ratio of
around 390% at the end of 2016. The
Solvency II ratio for Vienna Insurance
Group as a listed group
was at the level of the
previous there-
by providing evidence
of the

capitalisation of the

year,
outstanding
Group (unverified va-

lues). However, finan-
cial strength has never

The Group is excellently positioned
Vienna Insurance Group’s outstanding
position in Austria and the markets of
Central and Eastern Europe and its stra-
tegic approach to optimal exploitation
of growth potential, combined with its
conservative investment and reinsurance
policy and excellent capitalisation make
it an attractive investment.

As an insurance group, stability and secu-
rity are of particular importance to Vien-
na Insurance Group. During periods of
increased volatility and uncertainty, capi-
talisation and an adequate safety buffer
become more important to customers
and investors. Supervisory authorities
also focus closely on the Group’s capi-
tal adequacy, i.e. precisely these “capital
buffers”.

As a result of the introduction of Solven-
cy I, new risk-based capital requirements
entered into force for the European in-
surance sector on 1 January 2016. The
key performance indicator for solvency
is the solvency ratio, which is the ratio
of own funds to the capital requirement.
Capital is now determined using an eco-
nomic balance sheet. Capital require-
ments are calculated using ecither a pre-
scribed standard formula or an individual
internal company model.

Vienna Insurance Group is the only Aus-
trian insurance group with an internal
model

This requires approval by the supervisory
authorities. Because the standard formu-
la did not adequately reflect Vienna In-
surance Group’s risk profile, it decided to
internally model the property and
casualty and real estate investment areas
of the business. This large-scale and high-
ly complex project took years to com-
plete and was successfully concluded at
the end of 2015 with approval from the
Austrian  Financial Market Authority
(FMA). Vienna Insurance Group is there-
fore currently the only insurance group

been an end in itself
for Vienna Insurance Group. The Group
ensures that it has adequate risk buffers
to protect against any future risks arising
from its existing portfolio. As a listed
company that is convinced of its growth
potential, particularly in the Central and
Eastern European re-
gion, Vienna Insurance
Group also requires
sufficient
take advantage of these

capital to

planning.”

growth opportunities

“Vienna Insurance Group
uses a very long-term
approach for capital

subordinated bond with a par value of
EUR 400 million was issued. The issue
took advantage of favourable market con-
ditions to achieve an attractive interest
rate of 3.75%. In addition, two supple-
mentary capital bonds were called in at
the end of 2016 on their first call date in
January 2017.

A+ rating with a stable outlook

The A+ rating with stable outlook as-
signed by Standard & Poors (S&P)
starting in March 2009 indicates that
Vienna Insurance Group is on the right
track with regard to its long-term capital
planning. The experts at S&P assess the
Group’s business risk profile as “strong”
and its financial risk profile as “very
strong’”.

With regard to the business risk profile,
the rating report primarily mentions the
Group’s solid diversification across lines
of business and well-established mul-
ti-channel distribution, including its
exclusive sales partner-
ship with Erste Group
and its strong competi-
tive position in Austria
and the Central and
Eastern European re-

and to provide divi-

dends that allow shareholders to partic-
ipate in its success. These are the factors
the Group weighs up during its financial
planning. The challenge is to find the
proper balance.

Vienna Insurance Group uses a long-
term approach for capital planning. This
became clear in March 2015 when a

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

Vienna Insurance Group Supplement to the Annual Report 2016

gion. The financial risk
profile is based on an S&P capital model
that provides an even better rating when
taken on its own.

This means that Vienna Insurance Group
has the best rating of all companies in
the ATX index. Its goal is to maintain, or
even improve, this rating over the long
term.

KORNEL STADLER

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

Nina Higatzberger-Schwarz
Head of Investor Relations

Phone: +43 (0) 50 390-21920
E-mail: nina.higatzberger@vig.com
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SHARE PERFORMANGE — VIENNA INSURANCE GROUP (VIG
Vienna Insurance Group (VIG) compared to the ATX and MSCI Insurance Index (in EUR), 1 January 2016 to 8 March 2017
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KEY FIGURES — VIENNA INSURANCE GROUP (VIG

Key share information 2016 2015 2014
Market capitalisation EUR million 2,726.40 3,237.12 4,746.24
Average number of shares traded per day Shares approx. 161,000 approx. 147,000 approx. 65,000
Average daily stock exchange trading volume (single counting)  EUR million 3.9 6.8 341
Year-end price EUR 21.300 25.290 37.080
High EUR 24.790 42.620 40.070
Low EUR 16.095 24.910 33.800
Share performance for the year (excluding dividends) % -15.80 -31.80 2.36
Dividend per share EUR 0.80" 0.60 1.40
Dividend yield % 3.76 2.37 3.78
Earnings per share? EUR 2.16 -0.27 2.46
Price-earnings ratio as of 31 December 9.86 -93.67 15.07

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  Record date AGM 2 May 2017
Initial listing (Prague) 5 February 2008  Annual General Meeting 12 May 2017
Number of common shares 128 million  Ex-dividend day 17 May 2017
Free float approx. 30%  Record date 18 May 2017
ISIN AT0000908504  Dividend payment day 19 May 2017
Security symbol VIG  Results for the 1%t quarter of 2016 23 May 2017
Bloomberg VIGAV/VIG CP  Results for the 1t half of 2016 22 August 2017
Reuters VIGR\VI/VIGR.PR  Results for the 15! to 3 quarters of 2016 29 November 2017

* Preliminary schedule

Standard & Poor’s rating

SHAREHOLDER STRUCTURE

A+, stable outlook

PROFIT DISTRIBUTIONS

DIVIDEND PER SHARE

in EUR millions in EUR 1.40
179.2 1.30
166.4 1.20

153.6

0.80
102.4
0.60
76.8
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016

M Dividend
Planned dividend

W Profit distribution
Planned profit distribution

| Approx. 70% Wiener Stadtische Versicherungsverein
Approx. 30% free float

B

ERVICE TIP

Online annual report vig?

YOU
download as Excel files. Other features, such as CEE=VIG CAN
links within the report and a comparison with the = === GOUNT =+
previous year create transparency and take you iy ON
directly to the information being sought. Us

An online version of the annual report that is opti-
mised for both the Internet and mobile devices
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

The VIG online Annual Report is available
at: www.vig.com/AR2016

[ LR ——r— °

Vienna Insurance Group Supplement to the Annual Report 2016

SHARE IN 2016

Vienna Insurance
Group shares
following an
upward trend

Nothing scares investors more
than uncertainty. Although VIG
shares also suffered the effects
of uncertainty, they resumed their
significant upward trend at the end
of 2016.

Many market participants were con-
fronted by a number of unexpected devel-
opments during the 2016 stock market
year. The unexpected outcome of the
Brexit vote, the ongoing refugee crisis
and economic concerns about unclear
data from China were the main reasons
for political and macroeconomic uncer-
tainty. These factors already had a cor-
respondingly negative effect on stock
markets in the first months of the year.
The price of shares of Vienna Insurance
Group ran parallel to the ATX index (Aus-
trian Trade Index) of the Vienna Stock
Exchange, similar to international mar-
kets and trends.

However, publication of the 2015 annual
result and announcement of a year-
on-year reduction in the dividend to
EUR 0.60 resulted in a considerable
drop in the middle of March. After the
unsettling outcome of the UK vote to
leave the European Union, shares of
Vienna Insurance Group finally reached
their low for the year of EUR 16.095 on
5 July 2016.

An upward movement began in the
second half of the year thanks to good
economic data, particularly in the Cen-
tral and Eastern European region. After
a period of volatile sideways move-
ment, the shares of the Vienna Insur-
ance Group — similar to the ATX and
Euro Stoxx Insurance Index — increas-
ingly picked up speed to reach a year-
end price of EUR 21.300, representing a
remarkable increase of 32.3%. The high
for the year of EUR 24.790 achieved on
4 January 2016 remained out of reach,
however, and the 2016 annual perfor-
mance of minus 15.78% was disappoint-
ing as a result. The increase of around
10% in trading volume compared to the
previous year is, however, worthy of note.

VIG shares continue their recovery
in 2017

Vienna Insurance Group shares recorded
an excellent start to the year in 2017
with a sustained increase above the
EUR 22.000 mark and a number of
closing prices considerably higher than
EUR 23.000 at the middle of February
and the beginning of March 2017.

The uninterrupted upward trend since the
end of 2016 is nevertheless a clear indi-
cator that investors are regaining their
confidence in Vienna Insurance Group’s
performance, and the Group’s stable
foundation and clear strategic course are
gaining investors’ attention once again.



16 CSR

THE SAFE-SIDE

Corporate social responsibility requires a clear focus

Responsibility requires
knowledge of expectations

Through a stakeholder
survey and materiality
analysis, Vienna Insurance
Group determined key social,
environmental and economic
issues.

Corporate social responsibility (CSR)
covers a very wide territory. This is both a
blessing and a curse at the same time. On
the one hand, corporate social respon-
sibility has an extremely broad range of
applications — from sustainable manage-
ment and products with environmental
value added through to involvement of
relevant social groups. On the other hand,
one can lose oneself in this broad expanse
of choices without clear guidance.

To ensure this did not occur to Vienna
Insurance Group with its many impor-
tant social connections, the Group set
out to involve major stakeholders in
identifying the main social, environmen-
tal and economic issues for the Group.
A multi-stage analysis process was initi-
ated so that Vienna Insurance Group’s
social contribution could not only be
identified, but also checked for signifi-
cance with stakeholders, amended and
improved, taking into account existing
requirements.

Social and
environmental factors
in the investment
process
Consideration of eco-
logical and social factors
as well as human rights in
the investment process

8.

9 Training and education
: Promotion of employees’
training and education
as well as provision of
high professional and
personal qualifications

To begin the process, a list of potential-
ly relevant corporate social responsibility
topics was prepared from the following
sources: future statutory requirements,
criteria based on international standards,
analysis of internal documents, reports by

3.

Social and
environmental factors in
the business strategy
Consideration of social,
ecological and governance
factors as part of the general
business and risk strategy

international peers and requirements for
sustainability ratings. This was followed
by an internal workshop where the indi-
vidual issues were examined for relevance
to Vienna Insurance Group and assigned
to separate topic areas.

In the middle of September 2016, an
online questionnaire based on this pre-
liminary work was sent to internal stake-
holders (employees, management) and
our external interest groups, consisting

JELKA LERCHE

of large clients, distribution partners,
investors, analysts, political stakehold-
ers, NGOs, various experts, the media
and suppliers. The questionnaire asked
respondents to rank the collected top-
ics in the topic areas according to their
importance for future sustainability re-
porting and then to rank the topic areas
themselves. Major topic areas included
“sustainable business practices”, “product
and customer responsibility”, “dealing
with the environment”, “dealing with
employees” and “involving and develop-
ing society”, each with between two and
six sub-topics. Around 770 respondents
took advantage of the opportunity to
provide their opinions.

.

Products and services
with added value
Products and services that
offer added value in ecological
and social terms, e.g. access
to services for disadvantaged
groups

6.

Product and service
innovation
Provision of innovative
products and services
according to customers’
needs, such as through
the adaption of new
digital features

Vienna Insurance Group Supplement to the Annual Report 2016

'The results show that the weights and pri-
orities assigned by management are close
to those assigned by employees and exter-
nal stakeholders. Both groups rated long-
term stability and profitable growth as the
most important issue for corporate social
responsibility. Customer satisfaction took
second place, followed closely by social
and environmental factors in the business
strategy. ‘The boxes show the ranking of
all topics with the highest priority.

At Vienna Insurance Group, we consid-
er the stakeholder survey and assessment
of the materiality of topics to be the first
step in the Group’s future development
with regard to corporate social respon-
sibility. It provides us with important
guidance for our future direction that
Vienna Insurance Group will examine
closely in the current year.

CSR officer is available to
answer your questions related
to corporate social responsibil-
ity at Vienna Insurance Group.

Petra Ringler

CSR officer

Phone: + 43 (0) 50 390-26052
E-mail: petra.ringler@vig.com
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Reinhard Friesenbichler on the importance of sustainable management

Collective assumption of risk is essential for
the operation of an economic system

The impact that insurance companies can have with their investment portfolios should not
be underestimated. This also applies to the aspect of sustainability — a topic that is becoming

increasingly important.

What significance do sustainability and
social responsibility have for an insur-
ance company?

There are three areas where corporate
social responsibility can be introduced:
product policy, investment policy and
stakeholder relations.

Insurance is based on the principle of
collective assumption of risk. Insurance
products are therefore essential for the
operation of a modern economic system.
Events that would threaten an individ-
ual’s existence are no longer an existential
threat. In ethical terms, this is valuable in
its own right.

VONIX is the sustainability index in the
Austrian capital market and it is based
on the sustainability model you devel-
oped. What does being in this index say
about a company?

The goal of VONIX is to identify the
best companies on the Vienna Stock Ex-
change in terms of environmental and
social performance. And Vienna Insur-
ance Group has been one of the 20 to
25 companies selected each year for the
VONIX index since its inception in 2005.

This basket of sustainable stocks outper-
forms the ATX Prime index by around
1% a year over the long term.

Th, ial i f an i The social To what extent has this
€ socia lmpaCt or an 1n- H

surance product depends Impact Of a mindset established itself
critically on how it is used. PrOdUCt IS in companies in the CEE re-
In simple terms, it makes a |mp0rtant.” gion?

difference whether business
interruption  insurance is

used for a coal-fired power station or a
wind power station. Intelligent, sustain-
ability-oriented product design is there-

fore needed.

Insurance company investment portfo-
lios tend to be conservative, which in
general would also be beneficial for a
sustainable investment strategy. Often,
however, there is a lack of awareness of
the enormous impact the industry could
have.

In spite of typical problems, such as com-
plex product design and pricing, stake-
holder relations are generally quite good
in the insurance industry.

What importance do sustainable invest-
ments have and what is the trend?

They are rapidly becoming more impor-
tant! When I wrote my thesis on ethical
funds 20 years ago at university, there
were hardly any products like this here,
and I flew to the USA to interview peo-
ple involved in the area. The situation is
completely different today. First, the in-
itiative has clearly moved from the USA
to Europe. Second, market shares have
now risen to the double-digit percentage
range.

This trend can be expected to continue.
Investors are increasingly realising that
investments form an integral part of so-
cial responsibility.

A sustainability  index,
CEERIUS, that is operated
by rfu and the Vienna Stock Exchange,
has also been available in the CEE region
since 2009. This index uses the same
methodology as VONIX. As a result,
we can make a direct comparison over a
large number of years.

The clear sustainability gap that _
initially existed between the 4
East and West is narrowing

significantly. Many compa-

nies in the region are no dif-
ferent in terms of CSR man-
agement than companies in
Germany, the United Kingdom
or Scandinavia. At the same
time, however, envi-
ronmental high-risk
industries, such as
mining, crude oil
and natural gas,

A
\

are very heavily represented on some
Eastern European stock exchanges.

VIG is currently at the materiality analy-
sis stage of implementing its CSR strat-
egy. How important is it for a company
to focus on material issues when dealing
with CSR?

Absolutely important! As is the case for
all management activities, areas that are
important and critical for success must be
identified and the resources of the com-
pany used as efficiently as possible when
dealing with CSR. Due to the abstract
range of services offered by insurance
companies, it is particularly likely that
the important areas of activity will not
be apparent at first glance. A systematic
examination in the form of a materiality
analysis is therefore especially valuable.

About

Reinhard Friesenbichler is a specialist in
sustainable investment and management. He
founded the management consulting company
rfu whose sustainability model forms the basis
for the VONIX index.

Reinhard Friesenbichler:
Mastermind behind the
Austrian VONIX

sustainability index

IAN EHM

SUSTAINABILITY INDICES: VIG WAS INCLUDED IN THE FTSE4GOOD AND VONIX INDICES IN 2016

FTSE4Good

The FTSE4Good index was developed to high-
light companies implementing far-reaching
measures in the environmental, social and
governance area. Vienna Insurance Group
shares were included in this global index in
the middle of 2007.

VONIX

The first Austrian sustainability index, VONIX,
comprises listed Austrian companies that are
leaders in social and environmental perfor-
mance. Vienna Insurance Group shares have
been included in this index since the middle
of 2005.

.o o®
VONIX

INDEX-16/17
MEMBER
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VIG INVESTMENT

KORNEL STADLER

“Responsibility is a
cornerstone of Vienna
Insurance Group’s
investment philosophy.”

Gerald Weber,
Head of VIG Asset Management

“Think globally — act locally” — Vienna
Insurance Group also follows this guide-
line when making investment decisions.
In the area of infrastructure investments,
for example, this means supporting local
projects that bring sustainable improve-
ments in local living conditions. This
includes providing affordable housing in
Austria. At the end of 2016, Vienna Insur-
ance Group had around EUR 3.7 billion in
investments in non-profit societies. These
organisations build and renovate homes
with affordable rents, thereby giving a
broad section of the population access
to a home of their own.

In addition to increasing the stability of the
housing market, this also promotes social
solidarity, which is an important influence
given the increase in rents, particularly in
metropolitan areas. The extensive use of
renovation in social housing also reduces
energy use and therefore has a signifi-
cant environmental impact. The use of
multi-story buildings to increase density
and reduce space requirements makes
an important contribution, too.

Another key element of Vienna Insurance
Group’s investment philosophy is invest-
ing in government bonds from the CEE
region, thereby providing long-term cap-
ital for these countries. By doing so, we
play the role of a sustainable investor in
our own market.

A responsible investment strategy is
particularly important for life insurance,
given the long-term obligations that are
created. Ensuring that these obligations
can be fully satisfied in the future is a top
priority when investments are made. The
life insurance companies in the Group are
required to use appropriate control meas-
ures to make sure that this is the case.
The Group regularly performs maturity
matching analyses to assist them with
this. The use of current market param-
eters guarantees that Vienna Insurance
Group is able to fulfil its obligations in this
area at any time.
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Mobile minds — Toget

knowledge on a trip

Nothing makes more sense for a com-
pany like Vienna Insurance Group that
covers the entire economic area of Cen-
tral and Eastern Europe than to imple-
ment targeted measures to distribute
and multiply this wealth of expertise and
knowledge. Vienna Insurance Group
employees in the holding company and
the around 50 Group companies have
the opportunity to familiarise themselves
with their important functional areas
also in other Vienna Insurance Group
companies, by taking part in personal,
custom-designed mobility programmes.
Knowledge transfer between companies
is also encouraged through international
projects and meetings and the interna-
tional Group-wide job market.

Overcoming borders with mobility
programmes

The opportunity to learn together and
from each other is not just for up-and-
coming talent, but also for experts
and managers — an opportunity that
Wolfgang Hajek, Subsidiaries Manager
at the holding company of Vienna In-
surance Group took advantage of. He
was sent to Georgia under his mobility
programme. The exchange of experience
dramatically influenced his understand-
ing of the local market environment. “It
was highly interesting to talk about the
Georgian health insurance market and
its development with my colleagues
there and discuss the growth potential
of our involvement in Georgia. I gained
good insights into how these participa-
tions were managed, the business model
they were based on and how the local
healthcare system developed,” explained
Wolfgang Hajek. He would never have
gained this knowledge if he had not left
his desk in Vienna for a while. This tar-
geted exchange of information through
personal discussions with colleagues
in other Group companies is impor-
tant and is being encouraged. Mobility
programme participants learn what the
workflows, standards and best practices
are like in other locations.

VIG IN WORDS AND PICTURES

Get more background information
on VIG and take a look behind

the scenes on our website at
www.vig.com/videos, including
employees talking about their
previous experiences, variety of
activities and different career paths.

The goal of the programme is to increase
participants’ knowledge and promote
the creation of international networks
within the Group. “The results of my
one-month mobility programme were
5 countries, 9 Group companies, a larger
business network and invaluable experi-
ence,” explained Chantal Rannersberger.
She is a key participant in the compila-
tion and preparation of Vienna Insur-
ance Group reports, and also collects
related information and highlights from
local Group companies. “Communica-
tion normally takes place by email and
telephone. Getting to know my col-
leagues personally and making new con-
tacts in a broad range of areas was a great
benefit and allows me to be much more
effective when collecting information to-
day,” explained Rannersberger.

Darya Konoplitskaya from Kupala in
Belarus made the same experience. As
Senior Financial Manager, she acts as an
interface between Minsk and Vienna and
is therefore in continuous contact with
her colleagues in the holding company.
“One can, of course, also communicate
online and by telephone. But getting
to know my colleagues has made
working together totally different
now,” she explained. After her mo-
bility programme in VIG Holding,
where she spent time in departments
like asset management and account-
ing, she now knows the concerns of
her colleagues in Vienna and how to
work together smoothly with them.
“It was also naturally an amazing ex-
perience,” stated Konoplitskaya, “to
visit another country and meet so
many new colleagues who shared their
knowledge and experience with me. I
would gladly do it again.”

Meetings are also multi-national
in the Group

Vienna Insurance Group is an estab-
lished player in the Central and Eastern
European insurance market. The special
features and challenges of the individ-
ual countries in this region vary due to
differences in culture, experience and
economic circumstances. The mobility
programme, international projects and
international meetings in many func-
tional areas develop the intercultural
skills that are needed in the Group and
help increase mutual understanding.

The feedback of the participants shows
that the various measures have helped
them gain an understanding of the
Group as a whole. One example is
Alexandru Tindeche, a mathematician
at BCR Life in Bucharest who visited the
actuarial department at the holding

company of Vienna Insurance Group under the mobility programme
and also attended Group-wide actuarial meetings: “Vienna
Insurance Group gives you the opportunity to gain an

(ague and Vienna
understanding of how the insurance process

wa, P

operates as a wholle. It is like a puzzle. One .a“age“
process taken on its own means ?;\sm“\
nothing, but it all makes sense ‘Q{\‘E'e

once you see the big picture.” g\\‘e

The exchange of best-
practice solutions
takes place in regu-
lar internatio-

nal meetings,
which also
promote

the
de-
velop-
ment of
a shared
corporate
culture.

They provide the
perfect opportunity to
discuss measures and
projects, generate commit- 96,
ment, ask unanswered questions,

or sim express an opinion.
ly

Insights into the day-to-day business at other

Group company and the detailed exchange of
knowledge make a valuable contribution to expanding
personal and professional skills. Bozena Keli¢ from the Croatian Group

company Wiener Osiguranje came to the actuarial department in Vienna for training.

~ "N\

Vienna Insurance Group Supplement to the Annual Report 2016



THE SAFE-SIDE

EMPLOYER OF CHOICE 19

her sending

Skilled employees expect something from their employer. To encourage employee performance and
motivation in the Group, VIG Human Resources uses mobility programmes as a targeted measure

for sustainable personnel development and Group-wide solidarity.

“I particularly valued the positive, proactive atmosphere. The mobility
programme was a good opportunity for me to expand my

knowledge and learn new things. When we see each

other at an international meeting, we can

quickly connect again.”

Biljana Nikolovska-Miteva,
Annual Report Team Leader for
Group company Makedo-

nija in the Macedonian
capital city of Skop-

je, also experienced
this “Eureka”
moment dur-

ing the time
she spent
in Vien-
na un-

der

mobility
programme.
“Since that time,

being part of a

N Group is no longer
something purely

KLAUS RANGER

theoretical for me,” she
explained. “The experience

truly had an effect on me.”
'The benefits for her include knowledge
aldovs ‘m_uo\)a‘“"‘“ transfer, getting to know key individuals and

processes, and improved cooperation and commu-

nication. She would also like to send a personal message to
) the people she met during the mobility programme: “Thank you to

everyone who made my visit in Vienna such an unforgettable, inspiring experience.”

Prague or Vienna? Both are possible
with the international job market!

The different measures used to encour-
age employee mobility are also very
important for the Group holding com-
pany. Just as a manager relies on his or
her staff to prepare information, Vienna
Insurance Group requires input on the
views of the individual Group compa-
nies. Michal Komacka is deeply in-
volved in the information flow between
Prague and Vienna. As Enterprise Risk
Manager, he divides his time between
Kooperativa in the Czech Republic and
the holding company of Vienna Insur-
ance Group in Vienna. “I value the op-
portunity and flexibility of being able
to work in both Vienna and Prague, so
that I actually get a feeling of the Group
as a whole,” explained Komacka. This
constant change of perspective is critical
for successful cooperation. “The biggest
benefit is getting to know the people in
both places. The opportunity to work at
the Group level, while at the same time
being directly confronted by the issues
facing a Group company helps me see
the larger context.”

International projects

Jan Martin, General Secretary of
Compensa Non-Life in the Baltics,
feels the same way. He worked with
colleagues from Poland and Romania
in an international project on an an-
ti-fraud initiative in the claims area. “I
was involved in a project that extended
across national boundaries, where we
were able to reconcile local and Group
interests and keep the ‘big picture’ in
view at all times.”

He found the dynamic working envi-
ronment and mutual appreciation in
the international team to be particularly
noteworthy. “It is in situations like this
that you realise you bear part of the re-
sponsibility for the success of Vienna
Insurance Group as a whole.”

BEST RECRUITERS CERTIFICATE

The recruitment department

of VIG Holding has been awarded
the “Best Recruiters Austria”
silver certificate each year

since 2014.
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TRAINING &

DEVELOPMENT

People make the
difference

In order to attract the best em-
ployees, Vienna Insurance Group
has made it a goal to be an employer
of choice. Many measures have
been taken to achieve this:

Vienna Insurance Group
competence model

As an insurance group that includes indi-
vidual responsibility, a service orientation
and service quality as core competences of
its employees, Vienna Insurance Group has
developed a competence model that can be
applied to the entire Group. This provides
additional transparency for employees and
managers in an international company.

Performance
Development Dialogue

Many employees feel that regular direct
feedback is an important element in a
motivating work environment. The Per-
formance Development Dialogue (PDD)
was introduced to institutionalise the
feedback dialogue between employ-
ees and managers. It includes annual
employee objectives, personal compe-
tences and development objectives and
measures. The PDD is being implemented
gradually in all VIG Group companies.

VIG Corporate University

Leadership, strategy and project man-
agement are some of the priorities Vienna
Insurance Group has set for its Corporate
University. Programmes customised for
the Company’s requirements have been
developed in cooperation with renowned
international universities and business
schools. For example, in cooperation
with Zeppelin University, Friedrichshafen,
Germany, the International Management
Development Programme for High Poten-
tials and Young Managers offered focuses
on management, innovation management,
strategy and the insurance business.

Technical Academies

In addition to future-oriented manage-
ment, an insurance company also needs
highly specialised insurance technical
experts. Vienna Insurance Group’s Tech-
nical Academies offer Group-wide training
in areas such as underwriting and claims
handling, business process management
and reinsurance. The goal of the Techni-
cal Academies is to develop a common
technical understanding, improve profes-
sional expertise and strengthen networking
in the Group.
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VIG?Y

VIENNA INSURANCE GROUP

An online version of the
Annual Report is available at
www.vig.com/AR2016

VIG’s IR app for the iPad is
available at www.vig.com/iPad
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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. State-
ments using the words “expectation”, “target”
or similar formulations indicate such for-
ward-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 great-
est possible care in order to ensure that the
information provided in all parts is correct and
complete. Rounding, type-setting and print-
ing 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.
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Phone: +43 (0) 50 390 22000

Website — online report

This paper and the Group Annual Report 2016
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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