
ALLIANZ (ETR:ALV)

RECOMMENDATION: HOLD

Allianz Group is a global financial service provider with services predominantly

in the insurance and asset management business. Allianz SE, the parent

company, is headquartered in Munich, Germany. The group's segments include

Property-Casualty, Life/Health, Asset Management, and Corporate and Other.

The Property-Casualty segment offers a variety of products and services for

both private and corporate clients. The company's Life/Health segment offers

life and health insurance products on both an individual and a group basis. The

Asset Management segment provides institutional and retail asset

management products and services to third-party investors and provides

investment management services. PIMCO and AllianzGI, operate under the

governance of Allianz Asset Management (AAM).

FUNDAMENTAL AND TECHNICAL OVERVIEW

Allianz recently reported its financial results for the first quarter of 2020. The

group reported an increase of 5.7% in total revenue to €42.6 billion (1Q2019:

€40.3 billion). Operating profit was down by 22.2% to €2.3 billion (1Q2019: €3

billion). The Asset Management segment reported an increase in operating

profit of 18.6% to €679 million (1Q2019: €573 million) with total assets under

management declining to €2.1 billion in the first quarter. The Life/Health

insurance and Property-Casualty insurance segments had offset this increase,

reporting a decrease in operating profit of 27% and 29% respectively. The

company attributes these declines to a lower investment margin, driven

predominantly by higher impairments following the market downturn and an

increase in losses from natural catastrophes and COVID-19 impacts.

Net income attributable to shareholders was down 28.9% to €1.4 billion

(1Q2019: €2 billion), mainly driven by the decline in operating profit. Basic

earnings per share decreased by 27.8% to €3.36 (1Q2019: €4.65) for the first

quarter of 2020. Annualised Return on Equity (ROE) amounted to 9.3% (the full

year 2019: 13.6%). Allianz reported a decrease in its Solvency II ratio for

1Q2020. Solvency II ratio was 190%, which was 7% lower than expectations

(1Q2019: 212%).

On 20 February 2020, Allianz SE had resolved on a new share buy-back

program. The program started in March 2020 with an intended volume of up to

€1.5 billion. The program was scheduled to be finalised by 31 December 2020.

As a result of the uncertainties caused by the Coronavirus pandemic,

management decided during April 2020 to suspend the second tranche of the

current share buy-back program with a volume of €750 million. Allianz has

postponed the resumption of the program until the financial and economic

impacts of the COVID-19 pandemic start to become more evident.

Allianz is considered to be one of the most diversified insurers with a strong

balance sheet, which will act as a tailwind for the company in the current

macroeconomic environment. The group may face headwinds as a result of

Italian government bonds spreads that may continue to widen and the

sensitivity of PIMCO’s earnings to rising bond yields. The company also faces

the risk of dislocation in the Euro due to a potential political crisis in Italy.

Allianz expects recessionary impacts on the market resulting from COVID-19.

Management has withdrawn its 2020 operating profit outlook of €12 billion due

to COVID-19 uncertainties.

Allianz offers investors a dividend yield of 6.51%. As at the time of writing,

Allianz was trading at a price to earnings ratio of 8.40 and a price to book ratio

of 0.89.
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SHARE INFORMATION

Share Code ALV

Industry Insurance

Sector Financials

Market Capital (EUR m) 61 654

Current Price (EUR) 147.38

Target Price 175.00

Price - 52 Week High: 232.60

Price - 52 Week Low: 117.10

Dividend Yield 6.51%

Beta 5 Year 1.00

SHARE PRICE PERFORMANCE**
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 8.4x 0.6x 4.7x

Current Year Est 9.3x 0.4x 6.6x

Expected 7.6x 0.4x 6.2x
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Present value of new business premiums by operating environment

Solvency II  ratio
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The company’s P/B is trading at 0.89, which is more than one

standard deviation below the long-term average of 1.18.

Allianz is trading at a dividend yield of 6.51%, more than one

standard deviation above its mean, 4.57%.

Allianz’s ROE follows a cyclical trend. ROE has decreased by

0.73% from 1Q2019 to 10.75%

The company’s forward PE is trading at 8.40, which is more

than one standard deviation below the long-term average of

10.23.

The group pays annual dividends. Dividend payments has

followed an increasing trend since December 2013. Allianz has

not indicated whether this will be the case for FY2020 due to

COVID-19.

The spread between the return on invested capital (ROIC) and

the weighted average cost of capital (WACC) has decreased

since FY2017.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

Allianz's 52-week high/low is €232.60/€117.10 respectively, currently trading at €144.58 per share. The company's year to date performance is

-34.2%. Allianz has been trading in a downward trend since it reached a intra-day high of €232.55 on the 17th of February. Short term support

can be found at the 23.6% Fibonacci retracement level at €144.17. A push higher from current levels could test the 50 day moving average

€158.41. According to the stochastic oscillator indicator, the share appears to be oversold at current levels.
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