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The integrated overview of our reports

We report the story of our Group in an increasingly innovative and integrated
manner: the story of how we create value is found within the Annual
Integrated Report which is our core report' centred on key financial and
non-financial information while - by means of other reports and channels

Annual Integrated
Report 2017

GENERALI

Annual Integrated Report
This report provides a
concise and integrated view
of the financial and non-
financial performance of the
Group, even in response to
legislative decree 254/2016.

Annual Integrated Report
and Consolidated
Financial Statements 2017

GENERALT

Annual Integrated

Report and Consolidated
Financial Statements

This report expands the
content of the Annual
Integrated Report, providing
details of the Group’s
financial performance in
compliance with national

and international regulations.

Corporate Governance
and Share Ownership
Report 2017

o=
GENERALI

Corporate Governance
and Share Ownership
Report

This report illustrates the
corporate governance
system of Assicurazioni
Generali and its ownership
structure.

About the Annual Integrated Report

This Report provides an overview of the Group’s sustainable value creation process, reporting current and outlook
financial and non-financial information and highlighting the connections between the context in which we carry on our
business, our strategy and our corporate governance structure.

The Report is drafted in compliance with currently effective regulations, including legislative decree 254/2016 (Leg.

Decree 254/16) concerning the disclosure of non-financial information relating to:

environmental matters;
social matters;
employee matters;
respect for human rights;

anti-corruption and bribery matters.

1 Core&More: new corporate reporting approach developed by Accountancy Europe which provides for a core report, that contains a summary of all key information required
to evaluate and understand the company, and more reports including more detailed information. www.accountancyeurope.eu for more in-depth information



&

of communication (our more reports') we present more detailled and
supplementary information, some of which targets a specialized audience.
The information of the Annual Integrated Report is therefore connected to
the In-depth information, thus enhancing the integrated thinking.

Remuneration
Report

Remuneration Report
This report provides
specific information about
the remuneration policy
adopted by the Group and
its implementation.

Management Report and
Parent Company
Financial Statements 2017

=
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Management Report and
Parent Company Financial
Statements

This report provides
information on the
performance of
Assicurazioni Generali, in

generali.com
for further information about
the Group.

inY O &

accordance with currently
effective regulations.

For the purposes of simplifying the fulfilments required by the decree and also promoting greater accessibility to published
non-financial information, the latter is clearly identified within this Report, even through the use of the infographic, as shown
in the margin.

This Report also complies with the criteria of the International <IR> Framework issued by the International Integrated
Reporting Council (IIRC). The standard adopted for the disclosure of the matters identified by the Group, especially of those
non-financial ones envisaged by Leg. Decree 254/16, is the Consolidated Set of GRI Sustainability Reporting Standards,
issued in 2016 by the GRI - Global Reporting Initiative (GRI-Referenced claims), with reference to selected GRI Standards and
indicators of the GRI G4 Financial Services Sector Disclosures, as detailed in the Note to the Management Report.

The sections of the Report containing the aforementioned topics and information on the materiality determination process as
well as the adopted reporting standards and criteria are illustrated in the Consolidated Non-Financial Statement.

p. 120 @

The Board of Directors of Assicurazioni Generali is responsible for the Annual Integrated Report which complies with
the Guiding Principles and Content Elements required by the International <IR> Framework, and agrees with the
approach for its preparation and presentation.

Responsibility for the Annual Integrated Report
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Letter from the Chairman and the Group CEO

Generali closed another year with excellent results and
strengthened its positions as one of the most important players
in the insurance industry. These results demonstrate that the
Group is increasingly solid, efficient and innovative, and that it
is able to effectively handle the challenges distinguishing our
industry and that are becoming deeply intertwined with the
global and interdependent changes in the society.

The gradual change in the demographic structure, the climate
change, the technology that is more and more widespread and
sophisticated, and the new events - at times unsettling - taking
place in international politics are just a few elements of the
environment in which an operator like Generali has the mission
to manage risk. On the other hand, the needs of customers
and the possibility they have to choose from diversified and
increasingly personalised solutions are growing each day and
opening doors to business opportunities unheard of until now.

In economic, industrial and capital terms, the Group presented
an operating result once again marked by growth and the best
profit of the last three years, increasingly higher quality and
premium income and a strengthened capital position. All this
confirms the soundness of the strategy launched two years
ago and that will be completed in 2018 before starting a new
three-year period that - and of this we are sure - will be just as
satisfactory.

We carried ambitious projects forward in 2017. We
implemented the new asset management strategy to develop
and perfect an area that is becoming more and more
integrated with the insurance area, with the objective of
enriching our expertise and of offering tailor-made solutions

to companies and the retail customers in order to reach € 500
billion by 2020.

We continued with the reorganisation of Generali Deutschland
in Germany and entered a new stage focussed on
strengthening its operating performance and on increasing the
value creation over the long term. During the year, the Group
continued its geographical optimisation plan that sets out to
boost our presence in the most interesting markets and to free
at least € 1 billion in resources from the less profitable ones.



2017 was also the year in which we started up The Human
Safety Net, one of the most ambitious social projects of our
almost 200 years of history. It is an initiative that has global
reach, and its target is to connect and activate millions of
people around the world to involve them in projects that
make an enormous impact on the chosen local communities
thanks to the contribution of our Group’s employees. In this
way we started initiatives dedicated to equal opportunities for
those children who grow up in poverty, to the entrepreneurial
potential of refugees and to the prevention and treatment of
neonatal asphyxia.

We located the offices of The Human Safety Net in St Mark’s
Square in Venice, in Palazzo delle Procuratie Vecchie, which
will be restored with a visionary project of extraordinary
historic restoration.

We then further innovated our way of reporting thanks to an
important stage along our accountability path: in this Report,
we are publishing the Consolidated Non-Financial Statement
for the first time to provide an integrated understanding of

all our activities. In 2017, we also renewed our Charter of
Sustainability Commitments that defines what it means to

do business in a responsible manner. It singles out a precise
category of priorities resulting from the ongoing dialogue we
have with our stakeholders, and it commits us to the constant
monitoring of progress made in this area.

The Assicurazioni Generali brand is old, full of history and
prestige. In recent years, the Group has turned into a modern
multinational with a vocation for customer centricity, and

has been able to combine its heritage with technology in
order to find increasingly innovative solutions. However,

there is another vocation that distinguishes us: that for the
human factor, for talent and for our people, whether they are
employees, agents or collaborators. Without them, it would
have been impossible to build the group that we have become
and to attain the results we achieved in 2017. A special thanks
goes to them this year as well.

Gabriele Galateri di Genola Philippe Donnet

I
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Group highlights?

Gross written premiums

€ 68.537 min

Of which € 11,272 mIn premiums with social value
and € 676 premiums with environmental value®

Net profit
+1.4%

€ 2,110 min

Solvency Il ratio

Regulatory Economic
+30 pps +36 pps

208% 230%

Our people

71,327 (33w

0
1 1 A) female in the top management® (-2 pps)

0]
80 A) engagement rate (-2 pps vs 2015)

Total emissions®

t 112,782 Coze (-9.5% vs base year 2013)
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Glossary available at the end of this document

Operating result
+2.3%

€ 4,895 min

Operating return on equity
+0.0 pps

13.4%

Proposed
dividend per share

Proposed
total dividends

+6.3% +6.5%

€0.85 € 1,330 min

Total Asset Under Management (AUM)
+5.0%

€ 542 bin

Of which € 345 blin direct investments
to which the RIG is applied (+7.1%)
and € 37.2 bin SRI (+21.2%)*

Our clients

57 mIn a0

Our exclusive distributors

155 thousand 3%

2 All changes in this Report are calculated on 2016, unless otherwise reported. Changes in premiums, life net cash inflows and Annual Premium Equivalent (APE) are on a like-for-
like basis, i.e. at equivalent exchange rates and consolidated scope. Changes in Operating result, Asset Under Management and Operating ROE consider 2016 comparative data
restated due to the divestments in Dutch and Irish businesses in accordance with IFRS 5. Please refer to the paragraph Changes in the presentation of the performance indicators

of the Group in the Note to the Management Report for further information.

3 Premiums with social and environmental value refer to companies representing 93.5% of total Group direct premiums.

4 RIG is the Responsible Investment Guideline that codifies responsible investment activities at Group level. SRI are assets managed according to Generali Investment



Our Consolidated Non-Financial | Appendices to the Consolidated Financial
We, Generali | performance | Risk Report Outlook Statement Management Report Statements 1
. Increasing operating result thanks to the investment performance.
Llfe The trend in premiums continued to embed the approach in the offering that is even more

disciplined. Life net cash inflows of more than € 9.7 bin, remaining at the highest levels in the

market.
Gross written premiums NBV Operating result
-1.0% +53.8% +1.8%

€ 47,788 min € 1,820 min € 3,141 min

Life net cash inflows € 9,718 min (-17.1%)

Positive trend in premiums thanks to both lines of business.
P&C Operating result including € 416 min CAT claims. Group Cor is confirmed at best level.

Gross written premiums Cor Operating result

+1.7% +0.5 pps -4.9%

€ 20,749 min 92.8% € 1,972 min

. j EURONEXT — % Ty B Heee
- l:l-\.' I-\.' :l o o 2924 ense in —.I-IIEIDH-
FTSEdGood ™5°'- D50 ... vg‘"‘!‘ﬂﬂ ST?>‘)‘SC ECPI}?’ ststamasiey — Ambrosetii

www.generali.com/our-responsibilities/
&=, | performance/Ethical-indices--

Europe’s SRI (Socially Responsible Investment) proprietary methodology (two funds and three mandates) both on behalf of Group insurance companies and third-party
clients.

5 Top management refers to the Generali Leadership Group (GLG).

6 Total emissions refer to 44% of the total Group employees in the following countries: Austria, France, Germany, Italy, Czech Republic, Spain and Switzerland.


https://www.generali.com/our-responsibilities/performance/Ethical-indices
https://www.generali.com/our-responsibilities/performance/Ethical-indices
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Our history

1831 1832-1914

Since 1831 we are an Italiaﬂ, Assicurazioni Generali The positive economic
| : Austro-ltaliche were and social context, the
!ﬁdepehdent GI’OUD, W|th a Strong established in Trieste, that  keen business acumen
iNnternational presence. We are was the ideal choice at of the founding fathers
i the time as a commercial and Trieste’s strategic

Onel Of the |arg,eSJ[ g|Oba| p|ayer8, N and international hub geographical position
the insurance mdUSJ[ry, a Strateglc located in the main port allowed Generali to
and h|gh|y re|e\/ant S@CJ[OI’ fOr of the Austro-Hungarian grow and thrive: it was
J[h \/\/’th d | J[ d Empire. listed on the Trieste

e gro , aevelopment an stock exchange in 1857
welfare of modern societies. In and became a Group in

. 1881. As a consequence,

almost 200 years we have built subsidiaries were founded
a Group that operates in over 60 In Htaly and abroad,

. starting with Erste
countries through more than 400 Allgemeine, established in
companies and over 71 thousand Viennain 1882,
employees.

www.generali.com/who-we-are/history
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1915-1918

The First World War
affected the whole
Europe. After the Allied
victory over the Central
Powers, Trieste became
part of ltaly: as a result,
Generali became an
Italian company.

Consolidated Non-Financial
Risk Report Outlook Statement

1919-1945

Generali returned to the
growth that had been
temporarily interrupted
during World War I.

In line with what was
going on in ltaly in

those years when public
construction activities
and agriculture were
strongly boosted through
the policies adopted

by the government,
Generali made significant
investments in agriculture
and real estate starting
from 1933. With the
outbreak of World War I,
the Group lost contact
with its subsidiaries
located in ‘enemy’
countries: one of the
most complex periods

of its bicentenary history
began.

Appendices to the
Management Report

1946-2010

After World War I,

Trieste’s future appeared
uncertain: in 1947, Generali
transferred its registered
office to Rome to formalize
its position as an Italian
company. The Group
resumed its expansion
during the Italian economic
boom years. An agreement
was signed with the US-
based Aetna in 1966, and
in 1974 Genagricola was
founded, which heads all
agricultural activities of the
Group. Generali transferred
its registered office from
Rome back to Trieste in
1990. Genertel, the first
direct insurance company
in Italy, was established

in 1994. The Group took
control of the AMB group
in 1997 to promote growth
in the German market.
Banca Generali was
established in 1998 in order
to concentrate all asset
management activities

and services under one
umbrella. There were

some acquisitions in the
first decade of the new
millennium, e.g. INA and
Toro, and joint ventures
were launched in Central
and Eastern Europe and
Asia.

Consolidated Financial
Statements

o |

2011-2016

Recent years have
driven a new phase

of change, with a new
top management and a
corporate reorganization.
The Group presented the
update of its strategic
plan at the Investor Day
in November 2016, which
aims to set out a new
business model and
confirm the achievement
of the already announced
targets by 2018.

Our strategy, p. 30
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2017 key facts

January

0On 25 January, the

Board of Directors of
Assicurazioni Generali
terminated its employment
contract with Alberto
Minali and appointed

Luigi Lubelli as Group
CFO, who also joined

the Group Management
Committee. It also decided
that the Investments
Committee would expand
its responsibilities to
strategically relevant
operations, so its name
was changed to the
Investments and Strategic
Operations Committee.

Marco Sesana, Country
Manager of Italy, and
Timothy Ryan, incoming
Group Chief Investment
Officer, became members
of the Group Management
Committee.

On 23 January,
Assicurazioni Generali
communicated that it had
acquired voting rights

on 505 million shares of
Intesa Sanpaolo S.p.A.,
equal to 3.01% of the
share capital, through

a securities lending
transaction.

February

Generali Finance B.V.
exercised the early
redemption option on the
perpetual subordinated
bond on 8 February for
an amount totalling €
869 million. This debt had
already been refinanced
through the subordinated
bond, concluded on 8
June 2016, for an overall
amount of € 850 million,
targeting institutional
investors.

www.generali.com/medial/press-releases/all

On 15 March, the

Board of Directors of
Assicurazioni Generali
approved the appointment
of Aldo Mazzocco as the
new CEO and General
Manager of Generali Real
Estate; he became a
member of the Board of
Directors of Generali Real
Estate in June.

The new Charter

of Sustainability
Commitments of the
Group was approved by
the Board of Directors
of Assicurazioni
Generali. This document
outlines the position of
Generali with respect
to sustainability as well
as its commitments to
stakeholders.

www.generali.com/
our-responsibilities/
responsible-business/
charter_sustainability _
commitments-

0On 20 April, Assicurazioni
Generali completed the
share capital increase

in execution of the

Long Term Incentive

Plan approved by the
Shareholders’ Meeting of
the Company on 30 April
2014, The share capital
of Assicurazioni Generali,
fully subscribed and paid
up, is subdivided into
1,561,808,262 ordinary
shares of € 1 each (par
value).

0On 26 April - and
following Fitch’s recent
downgrade of Italy’s
sovereign rating to ‘BBB’
from ‘BBB+’, with Stable
Outlook - the agency
announced that it has
affirmed Generali’s and its
subsidiaries’ IFS ratings
at A-. The Outlooks are
Stable. Fitch explained
that the ratings are two
notches higher than Italy’s
sovereign rating (BBB/
Stable), “in recognition
of Generali’s resilient
capital position and
strong geographical
diversification (with
around 60% of operating
result from outside Italy),
including significant
operations in France and
Germany with strong
market positions”.

On 27 April, the ordinary
and extraordinary
Shareholders’ Meeting
of Assicurazioni Generali
appointed the Board of
Statutory Auditors for
the three-year period
2017-2019, electing
Carolyn Dittmeier
(Chairwoman), Lorenzo
Pozza and Antonia Di Bella
as auditors and Francesco
Di Carlo and Silvia
Olivotto as substitute
auditors. The members
of the Board of Statutory
Auditors declared that
they met the conditions
of professionalism,
respectability and
independence.

Our governance, p. 36
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The new strategy for

the Asset Management
division was announced
on 11 May. The objective
is to address the needs
of insurance companies
and individuals in a low
interest rate environment
and supporting Generali’'s
shift towards a greater
contribution from fee-
based business. The
new Asset Management
strategy is based on two
pillars: broadening the
investment capabilities
and offering bespoke
investment solutions to
European companies
and savings products to
individual clients. This
division will broaden
investment capabilities
and enlarge product
offering to reach € 500
billion of assets under
management by 2020.

Our strategy, p. 30

0On 30 May, Assicurazioni
Generali sold 510 million
ordinary shares of

Intesa Sanpaolo S.p.A.,
amounting to 3.04% of
the share capital, and
which had been acquired
in January. At the same
time, Generali ended the
collateralized derivative
transaction, settled on 17
February, in order to fully
hedge the economic risk
related to the acquisition
of these shares. The
Generali Group maintains
a marginal exposure to
Intesa Sanpaolo shares
as an ordinary financial
investment.

Effective as of 1 June,
Jean-Laurent Granier
joined the Generali Group
as Country Manager

and Président Directeur
Général (PDG) of Generali
France. He also joined
the Group Management
Committee. Eric Lombard
resigned from the Group.



http://www.generali.com/our-responsibilities/responsible-business/charter_sustainability_commitments-
http://www.generali.com/our-responsibilities/responsible-business/charter_sustainability_commitments-
http://www.generali.com/our-responsibilities/responsible-business/charter_sustainability_commitments-
http://www.generali.com/our-responsibilities/responsible-business/charter_sustainability_commitments-
http://www.generali.com/our-responsibilities/responsible-business/charter_sustainability_commitments-
http://www.generali.com/media/press-releases/all
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Generali returned to

the Insurance Linked
Securities (ILS) market
with a € 200 million
catastrophe bond on
floods and windstorms in
Europe and earthquakes
in ltaly, through a
reinsurance agreement
with Lion Il Re DAC, an
Irish special purpose
company, providing per
occurrence cover in
respect to any mentioned
events which occur to
the Generali Group over a
four-year period. The Lion
Il Re transaction transfers
part of these risk to the
bond investors allowing
for a more optimized
protection for the Group
against catastrophes.

On 19 July, an

agreement was signed

for the transfer of the
shareholding in the
Colombian companies’,
equivalent to 91.3% of
Generali Seguros and to
93.3% of Generali Vida.
The operation is subject
to approval from the
competent authorities. The
sale of the shareholding in
the Guatemala subsidiary”
was also completed.

performance

On 1 August, the Board of
Directors of Assicurazioni
Generali appointed Nora
Glirtler as Head of Group
Audit as from 1 October.

On 7 August, an
agreement for the sale
of its assets in Panama’
was undersigned. The
operation is subject

to approval from the
competent authorities.

Risk Report ‘ QOutlook ‘

Statement

September

0On 13 September,

an agreement for the
transfer of the entire
shareholding in Generali
Nederland N.V.” was
undersigned with an
initial compensation of

€ 143 million, subject to
adjustment on the closing
date of the operation as
well as approval, inter
alia, from the competent
authorities. The operation
was completed in
February 2018.

On 28 September, the
subsequent phase of
industrial transformation
of Generali Deutschland
was initiated in order to
strengthen operational
performance and increase
value creation in the long
term.

7 The operation is part of the Group’s strategy to optimize its geographic presence as
well as improve operational efficiency and the allocation of capital.

Consolidated Non-Financial

October

0On 18 October, the
Board of Directors of
Assicurazioni Generali
deliberated in favour of
the entry - within the
Group Management
Committee - of Isabelle
Conner, Group Chief
Marketing & Customer
Officer, and of Monica
Alessandra Possa, Group
Chief HR & Organization
Officer; it also deliberated
in favour of the mutually
agreed resignation of
Valter Trevisani, Group
Chief Insurance Officer.

The Human Safety Net,
anew Group initiative
for the community, was
launched.

Vision, Mission, Values,
p. 21

Appendices to the
Management Report

Statements

November

In Paris, the Argus de
I'’Assurance digitale award
within the “Best mobile
strategy” category was
received for the Mobile
Hub product, a mobile app
launched internationally
and known in France

as Mon Generali. The
award, assigned by one
of the most prestigious
specialized magazines,
["Argus de I'Assurance,

is in recognition of the
Group’s commitment to
realize its strategic plan
with an increasingly digital
and innovative approach
which will render Generali
simpler, smarter, faster.

Our strategy, p. 30

Consolidated Financial ‘

15‘

December

0On 18 December, an
agreement for the transfer
of the entire shareholding
in Generali PanEurope”
was undersigned with an
initial compensation of

€ 230 million, subject to
adjustment on the closing
date of the operation. The
operation is subordinate,
inter alia, to approval from
the competent authorities
and its completion is
expected within the first
half of 2018.

An agreement for the
transfer of the run off P&C
portfolio of the British
subsidiary was signed on
19 December.

The Board of Directors
approved the creation

of a new position, the
Group Chief Operations
& Insurance Officer,
effective as of 1 January
2018. The responsibility
for this function - which
integrates the activities
of the Operations
division with those of
the Insurance Officer,

in addition to directly
reporting to the Group
CEO - has been entrusted
to Jaime Anchustegui
Melgarejo, previously
manager of the EMEA
division; he will therefore
become a member of
the Group Management
Committee.
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Significant events after 31 December 2017
and 2018 corporate event calendar

February

Generali completed

the sale of its entire
shareholdings in Generali
Nederland N.V. (and its
subsidiaries).

The Net Promoter
Program of Generali

was recognized as the
world’s best by Medallia
during the Experience
Europe 2017 event held in
London.

How we create sustainable value: our
business model, p. 19

Generali approved the
strategy on climate
change.

Our rules for running business with
integrity, p. 23

14 March 2018:

Board of Directors
approving the Annual
Integrated Report and
Consolidated Financial
Statements*, the Parent
Company Financial
Statements Proposal
and the Corporate
Governance and Share
Ownership Report as at
31 December 2017 and
the Remuneration Report

19 April 2018:
Shareholders’ Meeting
Approval of the Parent
Company Financial
Statements as at 31
December 2017 and the
Remuneration policy as
well as the other agenda
items

* The Annual Integrated Report inclu-
des the Consolidated Non-Financial
Statement.

Consolidated Non-Financial
Statement, p. 120

15 March 2018:
Publication of the results
as at 31 December 2017

3 May 2018:

Board of Directors
approving the Interim
financial information
as at 31 March 2018

4 May 2018:
Publication of the results
as at 31 March 2018

23 May 2018:

Dividend pay-out on the
share of Assicurazioni
Generali
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31 July 2018:

Board of Directors
approving the
Consolidated financial
half-yearly report

as at 30 June 2018

Consolidated Non-Financial | Appendices to the

Risk Report ‘ QOutlook ‘ Statement

1 August 2018:
Publication of the results
as at 30 June 2018

Management Report

November

7 November 2018:
Board of Directors
approving the Interim
financial information

as at 30 September 2018

8 November 2018:
Publication of the results
as at 30 September 2018

21 November 2018:
Investor Day

Consolidated Financial
Statements
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How we create sustainable value:
our business model

External context

We develop simple, integrated, customized and competitive Life and
Property&Casualty insurance solutions for our clients: the offer ranges
from savings, individual and family protection policies, unit-linked policies,
as well as motor third-party liability (MTPL), home, accident and health
policies, to sophisticated coverage for commercial and industrial risks and
tailored plans for multinational companies.

We distribute our products and we offer our services based on a
multi-channel strategy, while also relying on new technologies: not only
through a global network of agents and financial advisors, but also
through brokers, bancassurance and direct channels which allow our
clients to obtain information on alternative products, compare options for
the desired product, acquire the preferred product and rely on excellent
after-sales service and the best customer experience.

The premiums we receive from our clients to enter into insurance
contracts are responsibly invested in high quality assets.

The premiums collected are managed through appropriate asset-liability
management policies so as to guarantee the payment of claims and

benefits to our policyholders or their beneficiaries after death, accidents
or the occurrence of the insured event.
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Glossary available at the end of
this document

Financial capital
13.4% RoE (+0.0 pps)
€ 1,330 min proposed total dividends (+6.5%)

Our performance, p. 45

Human capital
We are committed to valuing and developing our people in order to be ready to more effectively meet future challenges.
We listen to them as to understand how we can improve and meet their needs.
Global Engagement Survey 2017

86% response rate (+1 pps vs 2015)

80% engagement rate (-2 pps vs 2015)

Our strategy, p. 32

Natural capital

We are committed to contributing to the transition towards a more sustainable economy
and society, even by managing our direct impact.

112,782 CO,e total emissions (-9.5% vs base year 2013)

Total emissions refer to 44% of the total Group employees in the following countries: Austria, France, Germany, Italy, Czech Republic, Spain and Switzerland.

Our rules for running business with
integrity, p. 23

Social and relationship capital
We continue to implement our Net Promoter System Program - recently awarded by Medallia as one of the most successful global
programs - and listen to our customers and distributors while responding to their feedback and allowing ourselves to improve their
satisfaction and loyalty.

Customer T-NPS, active in 54 business units and with a coverage of approximately 90% of our customer base

167 thousand unsatisfied clients were re-contacted

+350 quick wins were implemented

+250 structural improvements

Distributor R-NPS, active in 31 sales channels in 20 business units

147 improvements were implemented

Global Agent Excellence Contest launched in 23 business units to improve digital adoption and further empower our agents.
Connected Agent and Mobile Hub, initiatives which aim to respectively equip our agents with tools to interact with customers
through digital channels and our customers with a platform for managing their policies through their cell phones in an easier and more
independent manner. The agents have already been provided with tools in Spain, Argentina, Austria, Switzerland and Indonesia; the
platform was launched in France and Switzerland and is being launched in Italy and Spain.

We support the most vulnerable people through The Human Safety Net (THSN), a global initiative which tackles three important

socio-demographic issues.
Vision, Mission, Values, p. 21

Manufactured capital

approximately € 26 billion in real estate assets composed of both historical properties as well as recent ones, and managed by
Generali Real Estate (GRE) for the purposes of creating eco-sustainable value. Within the realm of the European project, Green Building
Workshop, GRE developed the Green Building Guidelines (GBG) which aim to improve the environmental performance of the real estate
assets of the Group by bringing them to elevated standards in order to mitigate the future obsolescence of properties and to ensure that
- along the entire real estate value chain - all affected parties (manufacturers, administrators, tenants) understand and respect effective
sustainability rules. An increasing number of buildings is therefore certified according to HQE, DGNB, LEED and/or BREEAM standards.

Intellectual capital
We have strong technical know-how which allows us to offer insurance solutions

that are high in quality as well as innovative and digital so as to meet the needs of
our clients and simplify our processes.

Our strategy, p. 30
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Vision, Mission, Values

Our purpose is to
actively protect

and enhance

people’s lives

Actively

We play a proactive and leading role in improving
people’s lives through insurance.

Protect

We are dedicated to the heart of insurance - managing

and mitigating risks of individuals and institutions.

Enhance
Generali is also committed to creating value.

People
We deeply care about our clients’ and our people’s
future and lives.

Lives

Ultimately, we have an impact on the quality of people’s
lives: wealth, safety, advice and service are instrumental
in improving

people’s chosen way of life for the long term.

‘ Annual Integrated Report and Consolidated Financial Statements 2017

Our mission is to be

the first choice

by delivering

relevant and accessible
insurance solutions

First choice

Logical and natural action that acknowledges the best
offer in the market based on clear advantages and
benefits.

Delivering
We ensure achievement striving for the highest
performance.

Relevant

Anticipating or fulfilling a real life need or opportunity,
tailored to local and personal needs and habits,
perceived as valuable.

Accessible

Simple, first of all, and easy to find, to understand and
to use; always available, at a competitive value for
money.

Insurance solutions
We aim at offering and tailoring a bright combination of
protection, advice and service.
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Our Values

Deliver on the promise

We tie a long-term contract of mutual trust with our
people, clients and stakeholders; all of our work is
about improving the lives of our clients. We commit with
discipline and integrity to bringing this promise to life
and making an impact within a long lasting relationship.

Value our people

We value our people, encourage diversity and invest
in continuous learning and growth by creating

a transparent, cohesive and accessible working
environment. Developing our people will ensure our
company’s long term future.

Live the community

We are proud to belong to a global Group with strong,
sustainable and long lasting relationships in every
market in which we operate. Our markets are our
homes.

Be open

We are curious, approachable and empowered people
with open and diverse mindsets who want to look at
things from a different perspective.

Consolidated Non-Financial
Risk Report Outlook Statement
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Q@ The
Human
Safety
Net

We support the most vulnerable people through The Human
Safety Net (THSN), the new Group flagship initiative for
the community. The Human Safety Net’s programmes
target three key social and demographic issues affecting
communities where we live and work:

— creating equal life opportunities for children from
disadvantaged backgrounds

Generali wants to promote equal life chances for children
from disadvantaged backgrounds, by helping parents to
boost their children’s cognitive, motor and social develop-
ment through play, reading, nutrition and providing a safe
and stimulating social environment.

THSN aims to support 30,000 parents during the first six
years of their child’s life, which has been scientifically pro-
ven as the most formative period in children’s develop-
ment.

— supporting refugee to set up their start-ups

Generali wants to empower refugees to realize their en-
trepreneurial potential and build livelihoods in their new
‘home’ countries.

THSN will support those who have the experience and
skills to create their own businesses and to become
self-sufficient, thus setting up 500 new businesses and
opportunities for work.

— saving newborns from the debilitating and potentially
fatal consequences of asphyxia

In Europe and Asia, THSN is investing in innovative
technologies and better care to help tackle asphyxia, that
can result in severe and permanent injuries to the baby’s
brain, with the aim to train and equip professionals to help
save 1,000 lives from this potentially fatal condition.

THSN will operate through partnerships with NGOs and
social enterprises that will be selected through due diligence
and monitored using a new reporting system, based on
the London Benchmarking Group framework i.e. the global
standard to measure investments in the communities.
Based on a 3-year strategy supported by a new set of
Group guidelines, this initiative has already been launched in
Germany, France, Argentina, Indonesia and Spain and aims
to be active in the majority of the business units by 2020.

As part of its long-term commitment, Generali is creating a
home for THSN in its most prized properties: the Procuratie
Vecchie in St. Mark’s Square in Venice, a UNESCO World
Heritage Site where Generali is committed to an important
renewal project that will be extended to other spaces around
the square and the adjacent Royal Gardens.
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@ Our rules for running business with integrity

) We run our business in compliance with the law, internal regulations and professional ethics.

We operate in a sustainable manner in all our operations and support the community in addition to our daily activities.
These are the two pillars on which our vision of sustainability is based:

“We contribute towards a healthy, resilient
and sustainable society where people can develop and flourish.
This is how we live our role as a corporate citizen,

9

creating long-term value for our stakeholders”.

This vision is outlined in the Charter of Sustainability Commitments approved by the Board of Directors of Assicurazioni
Generali in 2017 which renews the commitment of the Group with respect to its stakeholders and the society in
general.

We have a collection of Group policies and guidelines published within the website of the Group which support our
operations in a sustainable and responsible manner.

www.generali.com/info/download-center/policies
&= | www.generali.com/our-responsibilities

The Code of Conduct defines the basic behavioural principles which all the personnel of the Group is required
to comply with: these principles are outlined in specific guidelines that refer, for example, to the promotion
of diversity and inclusion as well as the management of conflicts of interest, personal data protection and
corruption prevention.

The Group Policy for the Environment and Climate contains the guiding principles for the strategies and
objectives of environmental management.

The Responsible Investment Guideline codifies
the responsible investment activities at a Group level.

Our performance, p. 49

The Ethical Code for suppliers highlights the general principles for the correct and profitable management of
relations with contractual partners.

The overall set of Group policies and guidelines contributes to ensure respect for human rights, particularly with
reference to the Code of Conduct, the Responsible Investment Guideline and the Ethical Code for suppliers. In 2017,
the Group has initiated a series of in-depth activities in order to identify areas and activities for improvement, and
which will be completed in 2018.

) We also have a structured internal Group regulatory system, regulated by the Generali Internal Regulation System
Policy (GIRS). The Group policy cover the internal control system and governance as well as the risk management
system - linked in particular to monitoring solvency (Solvency ll) - in addition to the primary areas of financial and
non-financial risk.

Personal Data Protection
Sponsorship Responsible Investment

Community Initiatives Envi ]
- - nvironment and Climate
Information Security ppysical Security

Corporate Governance and Share
Ownership Report 2017, p. 45

The primary risks of compliance are monitored by specific programs utilized throughout the Group.

We regularly monitor - by means of specific risk assessment activities - our exposure to these risks in order to
minimize potential reputational and economic damages deriving from the violation of regulatory provisions, including
those which aim to prevent corruption. .



Our

Consolidated Non-Financial
We, Generali | performance

Appendices to the
Risk Report Outlook Statement

Management Report

Consolidated Financial ‘

Statements 23 ‘

We condemn and combat all forms of corruption and financial crime.

We have made available communication channels (Group Compliance Helpline) to our employees, customers and
suppliers, even in anonymous format, which ensure an objective and independent management of reports of actions
which violate ethics, our principles and our regulations, in accordance with a whistleblowing policy which we have
been applying for years. These channels are active 24 hours a day. We have also adopted a rigorous policy against

retaliations.

60,921 (85.4%) employees

have completed the training course on the Code of Conduct

Compliance. Building Trust

a global communications campaign which is also supported by a video message
of the Chairman within the Group Portal as well as on the website of the Group
and on YouTube in addition to a personal message to all employees from the
Group CEO which emphasizes the importance of compliance for our success

2 Compliance Week

1 49 managed reports

We are committing to rendering our HR training system
increasingly effective.

We continue to work in activities for creating awareness
and training on the different themes of the Code.

The implementation of certain training programs - both
online as well as in the classroom, combined with a
global communication program - aims to create full
awareness within employees of the importance of the
Code and one’s responsibility to report each violation
that one becomes aware of. Everybody is encouraged to

aiming to promote both knowledge of the Compliance Management System as well
as the importance of compliance and the concept of integrity in company operations

voice their concerns or request clarifications on any topic
handled by the Code.

In accordance with that declared in our Group Policy for the Environment and Climate, we have established a multi-
dimensional approach to the environmental theme which considers:

Direct impact

In 2014, we have defined an objective for reducing our Carbon Footprint by 20% within 2020 (base year 2013).
t 112,782 C0,e

(-9.5% vs base year 2013)
Total emissions mainly come from energy consumption. In 2017, the purchased renewable energy was equal to 74.6% of the total acquired energy.

Indirect impact

Our commitment to contributing towards the transition to a more sustainable economy and society is also expressed through a strategy which focuses, in

particular, on insurance activities and investments.

With regard to investments, Generali, as asset owner (general account investment), commits to developing the following actions:

green investments by 2020: investments in green sectors will be increased by € 3.5 billion (mainly through green bonds and green infrastructures). Generali

will monitor the action plan annually to assess if it is being properly implemented and possibly raising the objectives

positioning in coal-related activities: Generali will not make any new investments in businesses associated with the coal sector. With reference to the current

exposure to the coal sector, equivalent to approximately € 2 billion, Generali will dispose of equity investments and gradually eliminate bond investments by

bringing them to maturity or considering the possibility of investing them before maturity. The Group will allow exceptions only in those countries where the

production of electrical energy and that for heating are still dependent on coal, without alternatives in the medium term. These exceptions currently represent

a marginal portion of investments (equivalent to 0.02% of the general account).

With regard to underwriting, as for premiums related to non-Life products, Generali commits to developing the following actions:

— growth in green insurance: the percentage of the premium portfolio related to the renewable energy sector will be increased as well as the offering of
products with environmental value (e.g. sustainable mobility and energy efficiency) for the retail market and SMEs

— positioning in coal-related activities: Generali ‘s current exposure to coal-related activities is minimal in relation to total non-Life premiums and primarily
refers to countries where the economy and employment heavily depend on the coal sector. The Group will continue its policy of minimal insurance
exposure.

In countries where the economy and employment heavily depend on the coal sector, Generali will engage issuers, clients and other stakeholders through

constant dialogue.

Public commitment

In line with the commitments made when adhering to certain important international initiatives (Paris Pledge for Action, The Geneva Association - Climate Risk
Statement, European Financial Services Round Table), we actively participate in work groups as well as national and international events pertaining to green finance,
including the Italian National Dialogue on Sustainable Development promoted by UNEP and the Italian Ministry of the Environment. We have organized significant
institutional events, including the presentation of the Interim Report by the High-Level Expert Group (European Commission) on sustainable finance in Italy.

Total emissions refer to 44% of the total Group employees in the following countries: Austria, France, Germany,
Italy, Czech Republic, Spain and Switzerland.

www.generali.com/our-responsibilities/
our-commitment-to-the-environment-and-climate
for additional environmental information
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Risks and opportunities of the external context

The capacity of the Group to create value can be significantly influenced by certain factors in
the short, medium and long term which then determine risks and opportunities.

Uncertain financial and macro-economic landscape

During the course of 2017, the global economy grew at a rate that was greater than expected due to the dynamic nature
of domestic demand in developed economies. The Eurozone grew not only as a result of dynamic consumption but
also as a result of increased investment. Within Eastern European countries, the positive economic trend continued,
driven by consumption and a growing labour market, including salary increases which sustained inflation.

Within Europe, significant events include the victory of Macron within the French presidential elections, the advance
elections in the UK as well as the advance elections in Catalonia. On the global level, on the other hand, the year
was characterized by significant political uncertainties (Russiagate, tensions with North Korea) which influenced the
confidence levels of operators within financial markets. Within the USA, GDP growth compared to the previous year
was 2.2% and the labour market continued to gain strength, with an unemployment rate that fell in November to
4.1%, the lowest level in the last 17 years. Significant uncertainty developed in relation to the abolition of Obamacare
and tax reform; the primary point of the latter was the decrease in fiscal load for companies. Inflation remained, in any
case, low despite increases in both the USA and Europe. Growth in Asia, in particular China, continued at significant
levels.

With regard to the insurance sector in ltaly, Germany, France and Spain (in a persistent environment of low interest
rates and stringent capital requirements), the Life business was characterized by the sale of unit-linked policies, which
however failed to offset the decrease in traditional products. P&C business continued to grow throughout Europe:
in Italy the slight increase in the P&C business was mainly attributable to the health insurance business; in France,
Germany and Spain the result was also positively affected by the motor business

Regulatory evolution

The insurance industry is characterized by a detailed regulatory system consisting of continuously evolving domestic

and European regulations. Some of the most significant are:

— European directive Solvency I, the European insurance market supervisory framework which includes three pillars:
capital measurements, governance and risk management systems and reporting

— Common Framework of the International Association of Insurance Supervisors (IAIS) on the development of stan-
dard qualitative and quantitative capital requirements based on risk for insurance groups operating globally

— IFRS 9 (financial instruments) and IFRS 17 (insurance contracts) that - as of 2021 - will be the new reference ac-
counting standards for the valuation of the most significant items of the insurance financial statements, i.e. financial
instruments and liabilities to policyholders

— European directive on insurance distribution and regulations on investment product disclosure and transparency
guaranteeing an increasingly high level of consumer protection

— European regulation on personal data protection

— European directive on non-financial information, transposed into the Leg. Decree 254/2016.
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Identified risk Our risk management

The constraints imposed by the calculation of the capital requirement according to the
Solvency |l regulations, market expectations, the Group’s profitability targets and the
expectations of policyholders’ returns are the main factors influencing the formulation of
the investment allocation strategy. The regulatory system and the continued low interest

Financial
risk

Cre_d't environment - despite overall positive global growth - render it essential to manage assets in
risk . . . b L . . -
a rigorous and careful manner that is consistent with liabilities. Geographical diversification
Stratedi and selective focus on alternative investments and real assets (real estate assets and/or
ra e{";' infrastructural assets, both direct and indirect) are important factors in investment activities
ris

which aim to contain portfolio risks and sustain current profitability. The creation of a multi-
boutique insurance asset manager platform is part of the strategy to enhance the investment
capacity in these market sectors.

Identified risk Our risk management

We run our business in compliance with the law, internal regulations and codes and professional
ethics, and we closely monitor the evolution of the regulatory environment, dialoguing with
legislators and institutions. We regularly evaluate our exposure to the risk of non-compliance
and assume prompt measures to adequately manage it.

We continue to apply the requirements of Solvency Il and are engaged in the various tests
carried out by the International Association of Insurance Supervisors (IAIS) in order to
determine the final architecture and calibrations of the supervisory requirements.

We are making investments which aim towards the methodological and operational
implementation of the new international standards IFRS 9 and IFRS 17 for the evaluation of
financial instruments and insurance contracts, also by actively participating in specialized
international and national work groups on the issues subject to implementation.

In accordance with our customer focus strategy, we have implemented the transparency
requirements for investment products required by EU legislation by putting the best practices
of the Group into common use. We are working to be ready to apply the new regulatory
requirements on insurance distribution and personal data processing.

Finally, we monitor regulatory developments pertaining to non-financial information; the first
reporting on this topic was implemented within this document.

Strategic
risk

Operational
risk

Consolidated Non-Financial Statement, p. 120
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Technological evolution

We are facing profound changes caused by the interaction and cumulative effect of multiple technological
developments: the Internet of Things, the constant growth of mobile networks, the adoption of cloud services, the
development of cognitive computing and machine learning are all elements that contribute to creating a renewed
environment in which to operate.

The unprecedented availability of customer data, combined with the technological capabilities of processing data
quickly and efficiently in terms of costs, allows the insurance business to create customized prices and identify
potential fraud (such as the development of programs for the prevention of losses) as well as develop new products
and re-design operational processes. On the other hand, it creates potential challenges deriving from the management
of personal data and the automation of decisive processes in addition to new challenges within the traditional risk
management insurance model.

At the same time, elevated technological growth implies an exponential evolution in cyber threats, both in terms
of volume as well as typology (i.e. targeted attacks which aim to steal information or block operational processes).
Adequate management of cyber risk is therefore fundamental in order to limit potential effects of economic and
operational nature but also to preserve, in particular, the confidence of customers in the processing of their data which
are frequently sensitive. This issue is also increasingly relevant for regulators which are requesting the introduction of
specific safety measures as well as reporting processes in the case of violation of the data (Regulation on personal
data protection).

Finally, technology as an enabling element of the processes may also impair business continuity, representing a
potential threat (malfunction of equipment and systems, etc.) if appropriate measures are not applied.

New customer needs

In this currently uncertain economic environment, consumer attitudes to insurance products and services are changing
in light of two global trends:

— digitalization, which has introduced new selling options and more diverse insurance product management

— economic uncertainty, which has changed spending on savings and other insurance products.

Customers currently place greater focus on service quality: they no longer rely only on an agent to acquire an insurance
product; rather, they have a more independent approach to the decision-making process, which includes visiting the
websites of insurance companies, reading customer reviews on social media and checking comparison websites.
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for a detailed description on the risk profile and the main risks, p. 94 of the
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Our risk management

Strategic
risk

Operational
risk

Identified risk

We have implemented a cloud analytical platform (with EU server) for the management and
analysis of data derived from our business units. Each of these has a dedicated and exclusive
area available to them where the data are initially uploaded and processed in an absolutely
anonymous manner; at the end of the process, the results/models which are attained are made
available to the requesting operational units. The platform takes advantage of the currently
most innovative technologies which were also essential to define a series of applications
available to all business units, thereby ensuring superior user experience so as to increasingly
meet customer requests for greater digital interaction. This development is based on a hybrid
architecture that offers the latest mobile technology.

In order to protect ourselves from new threats we are continuing to enhance our ability to
prevent, detect and respond to potential cyber attacks while implementing the most innovative
security solutions and continuously improving our response processes. In particular, we
acquire and analyse threat intelligence from multiple external and internal sources so as
to increase our prevention capacity while adopting the best market solutions to detect and
prevent potential attacks. We have also strengthened the Group’s security governance
model, defined a policy and implemented effective awareness campaigns for our employees
in relation to the management of security risks.

To protect our trustworthiness, reputation and survival from threats of natural, human and
technological origin, we have also implemented a Business Management Continuity process
that identifies critical processes and operational risks that may interrupt business operations,
as well as risk mitigation measures and solutions to recover and resume vital business
processes as soon as possible and with limited financial impact.

Our risk management

Strategic
risk

Insurance
risk

We aim to become the first choice of clients and distributors. We aim to offer insurance
solutions and services that are simple, tailored and even more innovative to meet their needs,
also digital ones, and to improve their customer experience. The digital transformation taking
place in our business units allows us to increase the efficiency of our distribution network
across the world: our aim, in fact, is for the interaction with customers to be increasingly
based on a consulting approach, i.e. based on an understanding of the needs of individual
customers and on the offer of a personalized solution.
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Environmental challenges

Global warming caused by the emission of greenhouse gases has resulted in an increase in the volatility of climate
events, particularly extreme conditions such as hurricanes, floods, heat waves and droughts.

In addition to an increase in physical risks, there is also growing awareness at the political level, even international,
in relation to these issues. This has strategic and regulatory repercussions on activities affected by climate risk,
particularly in Europe. For example, there is the emergence of new financial risks (creation of stranded assets) as well
as risks connected to the transition to a low-carbon economy due to unknown factors generated by the use of new
technologies and business models with reduced emissions.

These factors are increasingly affecting the economic and social system, including the insurance sector, which is thus
facing new risks and opportunities.

Opportunities arise from a new or increased demand for coverage which needs to be met with innovative products.
For this to be sustainable, however, appropriate countermeasures must be prepared at the same time. These are
necessary in order to avoid increased damages and greater volatility which would negatively affect the price dynamics
of the policies, also due to the greater absorption of capital deriving from underwritten business. If they are not
present, access to insurance would be excessively costly or, in extreme cases, the offer would not be feasible.

Glossary available at the end of
this document

Demographic and social change

Modern communities are affected by distinct demographic and social phenomena with a strong impact on their socio-
economic balances.

In Europe, the continual process of population aging, driven by an increase in life expectancy and a decrease in birth
rates, is only partially counterbalanced by international immigration. The non-European area is affected by similar
phenomena, albeit of a distinct nature with respect to local socio-political characteristics.

Younger age groups are affected by a reduced and often discontinuous capacity to generate average income; this is
strongly influenced by a flexible but precarious labour market that does not ensure reasonable certainty for financing
the public welfare system.

The result is increasingly unbalanced communities where higher post-retirement pension and healthcare requirements
are no longer properly financed and covered by the public system, in addition, the limited economic and financial
resources produced by the younger categories of the population, or from private savings in general, have to be
directed and valued more carefully.
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Identified risk Our risk management

We constantly monitor the main perils and territories where we are exposed, using actuarial

LTI models to estimate the damage that could result from natural phenomena and thereby

risk L L . ]
optimizing our underwriting strategy. Re-insurance plays a fundamental role: we manage our
E i protections on a centralized basis in order to take advantage of economies of scale and
merqlr;(g pricing thanks to the size of the Group, with the aim of leveraging on business diversification.
risks

In accordance with our commitments to favour the transition to a low-carbon society and the
global targets established at the COP21 conference, we continue to monitor and reduce our
direct impact through a responsible management of key activities; we also incentivise the
adoption of environmentally sustainable behaviour within our spheres of influence through
our insurance solutions as well as our investments in order to reduce indirect impact of our
activities. We develop and distribute increasingly innovative products along with a high level
of services in order to meet the potential request for more and improved protection against
catastrophes, in addition to products that reward virtuous and environmentally sustainable
decisions and behaviour. Also in partnership with other public and private stakeholders, we
work to support initiatives that help to expand access to insurance products, for example
through more favourable taxation for catastrophic coverage, which would decrease the impact
of reconstruction on the public sector, as well as initiatives aimed at preventing and mitigating
environmental risks. We invest responsibly, excluding from our investment universe those
companies that cause serious harm to the environment. We support research and studies on
environmental risks.

We adopt sustainability criteria for the underwriting of new insurance policies that are in
line with the best and universally recognized sustainability standards, even through the
use of specific third-party tools while analysing in detail and potentially excluding business
opportunities that are not consistent with principles of environmental, social and governance
sustainability.

In particular, we utilize internal and external monitoring processes of environmental emissions
associated with the activities in our investment and insurance portfolios. As a result, we are
capable of monitoring, on the one hand, any business and environmental risks associated with
greenhouse gas emissions and, on the other hand, we can design and develop new solutions
that simultaneously offer a competitive advantage to our Group as well as an incentive for
policyholders for the transition to a business model with reduced emissions.

Operational
risk

Identified risk Our risk management

We actively engage in creating more stable communities while monitoring and tackling the
effects of a changing society. We develop and offer flexible and modular solutions with elevated
social security and welfare content for the coverage of healthcare costs and other potential
current and future needs for individuals, families and communities. We undertake to strengthen
dialogue with individuals during their entire period of interaction with our companies.

We provide customers with complete and easily accessible information on products and
services while helping them to understand the primary risks that may affect their income
capacity and aiding them in accurately assessing their capacity to save as well as identifying
their current and future needs.

We believe that insurance coverage is the most appropriate tool to forecast and meet potential
needs of both younger and older individuals with the required advance notice; we therefore
formulate and present offers even in the case of market contexts with little knowledge and low
individual propensity for insurance solutions.

Underwriting
risk

Emerging
risks
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2015

SIMPLER AND SMARTER

Increasingly challenging

external context

Accelerate
"

Improve operating performance®

Optimise
international footprint

We aim to maintain a diversified
global presence by focusing on
markets in which we can achieve

a significant position and excellent
performance. We will therefore
dispose of the companies that do
not meet specific profitability and
future growth requirements in order
to invest in those activities that
generate higher returns.

At least € 1 bin
cash proceeds from disposals

Rationalize
the operating machine

We are committed to constantly
improving the operating machine to
maximize the Group’s potential, by
implementing optimization initiatives
such as streamlining the product
portfolio, simplifying processes
and integrating IT platforms. At

the same time, we will invest in
new competences enhance those
activities that have higher value for
stakeholders.

€200 min
net reduction in nominal OpEx
cost base in mature markets

Enhance
technical capabilities

We already have strong technical
capabilities but to become the best
player we will continue with price
sophistication, risk selection and
claims management in the P&C
business while with the continuous
improvement in the quality of our
products and the capital return
optimization in the Life business.

Best combined ratio
further improvement in
outperformance vs peers

Guarantees maximum 0%
on new retail business

Our people

8 The achievement of the targets reported in this chapter is expected by 2018, with the exception of the Asset Management target that is expected by 2020.
The target about the € 200 net reduction in nominal Opex cost base in mature markets has been achieved a year in advance, in 2017.
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201 6 201 8 >€7bIn cumulative net operating cash 2015-2018

>€5bin cumulative dividends 2015-2018
>13% Operating ROE on average 2015-2018

SIMPLER, SMARTER. FASTER

to excellence
"’

Long-term value creation®

Rebalance Customer and distribution Strengthen

the insurance portfolio innovation the brand

The share of products with low We will continue to be committed We aim to become the first choice

capital absorption and commission to our laser-like focus on for consumers.

income will be increased so as to customers and distributors with the We are focusing on strengthening

generate long-term value while introduction of specific, targeted brand preference in four areas:

protecting portfolio sustainability innovations with clear added value. provide a delighting experience to

and increasing resilience in the face our customers and distributors;

of market volatility. shift to digital marketing channels

We aim through the new Asset (web, mobile and social); provide

Management strategy to enhance content on how to live a healthier,

investment capabilities and offer safer life; enhance the look & feel

bespoke investment solutions to of our brand, to make it more

European companies and individual straightforward, dynamic and

savings products. likeable.

~30 bp reduction in average + 2 pps + 3%

portfolio guarantee to 1.5% increase in retention brand preference in mature
markets

+6 pps on the total capital-
light reserves

+150 min Group net profit from
Asset Management
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Our people always at the heart of the strategy

G

As to ensure the attainment of the business strategy, v 49.8% (+0.4 pps)
respecting our values, we have developed the Generali | 71,327 employees (-3.3%) S 50.2% (04
People Strategy that is based on four priorities: AN «2/0 (-0.4 pps)

Build an Shift

Promoting
Agile Organization mindset

Engagement Strengthen

©) O,

& towards
New Capabilities Customer Centricity,

@ )

& our Leadership
Empowerment & Talents

Promoting * we measure and promote engagement
Engagement

In June 2017, we carried out the second edition of the Global Engagement Survey, a managerial tool for continuous

@ improvement.

&
Empowerment 0
86 /0 (+1 pps vs 2015) 62.711 employees 175 companies
response rate 45 countries 33.571 open comments received
0 e 6 6 o6 o o o o
80 /0(-2ppsv32015) wwwwwwww
engagement rate 8 out of 10 of us feel engaged

The engagement rate is calculated on the basis of the average percentage of collected favourable responses by means of the following questions:

| strongly believe in the goals and | am proud to work for the | am willing to work beyond what is required
objectives of my Company. Generali Group. to help my Company succeed.

favourable responses favourable responses favourable responses

| fully support the Values for which | would recommend the Generali Group My Company inspires me to do

the Generali Group stands. as a place to work. my best work.

favourable responses favourable responses favourable responses

We want to accelerate the process of generating excellence by leveraging our strengths and rapidly acting upon improvement
opportunities. We therefore commit ourselves to focusing our action plans on four global priorities in addition to local ones:

— foster strategy cascading and communication

— keep investing in performance management and meritocracy

— accelerate on effectiveness and velocity

— further enhance a diverse and inclusive culture.

More than 390 local actions were identified, initiated and communicated as of January 2018.

e we create and promote a new global managerial system

We have developed the Managerial Acceleration Program (MAP) in order to EEA'E%%EEMENT &=
strengthen the sense of responsibility and engagement in changing the corporate MEMEESID o
culture of the Group. By means of internal focus groups sessions, inputs were A Generali Manager...

collected in order to identify the eight key managerial skills to empower our iﬁi%;ﬁﬂ“&’ﬂm 3':‘%?55;,%%{:‘},:;::5
people: the Generali Empowerment Manifesto (GEM). ]\,g;

8,900 managers responsible for people trained by internal trainers by 2019 B acomons DRIVESTEAM

EMBEDDING
COMPLEXITY. =] INNOVATION.

-

SHARES AND SEEKS SETS STRETCH GOALS
FEEDBACK AND RECOGNIZES

COG!
70 SUPPORT PERFORMANCE.
DEVELOPMENT. @

COMMUNICATES ACTS “OUTSIDE THE SILO”,
AND LISTENS OPTIMIZING DIVERSITY

TO ENGAGE. AND INCLUSION. A
R
=~ ®
—
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e we boost a performance culture
By means of the Group Performance Management we promote engagement and a sense of responsibility for all our people so
that they can contribute towards the attainment of our business strategy and strengthen transparency and meritocracy. The
process was launched globally in 2016 with the implementation of numerous initiatives coordinated by the Group and managed
locally, including classroom courses, e-learning modules and workshops for managers and collaborators.

86% Group employees involved in performance management activities in 2017° (+25 pps)

The dialogue on performance will be expanded to the whole Group by the end of 2018.

Corporate Governance and Share Ownership Report 2017, p. 72 and 105
for additional information on the diversity of administration,
management and control bodies

e we improve diversity and inclusion (D&I)
We are committed to promoting a culture of inclusion which ascribes value to individuals and diversity of all types, particularly
with regard to cultural, gender, generational and disability diversity..

In 2017, we have set a Group D& Council that is led by a business sponsor of the Group Management Committee in the
person of Frédéric de Courtois and has the task of establishing objectives and actions for promoting diversity and supporting
these in local situations.

We are focused on training modules within managerial training programs as well as different programs and events which aim
to analyse the issue in depth. A few examples:

— Be bold for women, for a group of international talents who have analysed in depth the theme of unconscious prejudices,
particularly those which are gender-related, and have identified practical solutions for the elimination of barriers to gender
balance and greater capacity of managers for inclusion

— Inspiring Leaders on Diversity and Inclusion, for 100 people and with top testimonials

— Our differences, our strengths, with a report on unconscious prejudices and their impact on decision-making processes.

we provide succession plans for all key positions and career paths that facilitate professional growth with the aim
of fostering internal growth in key positions

we develop leadership skills at various levels in the organization through international training programs

with the best Business Schools

we identify and develop talents at the local and Group level with specific internal and external

assessment programs

we attract, select and retain the best people through internal mobility and training programs

Strengthen

)

our Leadership

& Talents

Build an e we align the Group organization with the business evolution, with a clear model that is based on shared rules,
Agile Organization A A q
local empowerment and integration mechanism
@ e we identify and invest in new key capabilities, in particular those related to insurance sector through

the Group Academy and qualified, internal trainers

&
New Capabilities 88.7% (-2.4 pps) 33.2 average hours (-10.9%)] € 54.7 min (-10.8%)
trained people of training per capita training costs

e we support smart working and, in general, we develop a new approach to working that empowers us by increasing
our flexibility, autonomy and responsibility
o we simplify our HR processes with a cutting-edge platform

shift o we focus on customer needs, through the implementation of a Group NPS program
mindset o we value our ‘Client Heroes’, through recognition processes

@

towards www.generali.com/our-responsibilities/

Customer Centricity investing-in-our-people e www.generali.com/it/work-with-us

for more information on our people

As part of the operational risk management, the annual assessment of the categories that can impact on our people*
was conducted. The results did not show significant critical issues. The Generali People Strategy implementation at
Group level supports us in both mitigating any operational risks and managing other objectives, such as those related
to the management of internal engagement and the empowerment of our resources, as well as to the management of
internal talents and their skills.

9 The data exclusively refers to Group companies, equal to 60,140 employees (84.3% of the total), within the scope of the Group Performance Management process.

10 Basel Ill - category 3: Employment practices and workplace safety: losses arising from acts inconsistent with employment, health or safety laws or agreements, from payment of
personal injury claims, or from diversity/discrimination events.


http://www.generali.com/our-responsibilities/investing-in-our-people
http://www.generali.com/our-responsibilities/investing-in-our-people
http://www.generali.com/work-with-us
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Our governance and remuneration policy

Within a challenging economic and financial environment, we are
convinced that our governance - which complies with the best
international practices - is adequate for effectively pursuing our
strategy of creating value for all stakeholders in the medium-long term.

Other shareholders* Institutional investors**
10.69% of the share capital 42.25% of the share capital

Main shareholders (> 3%)
19.74% of the share capital

13.03% Mediobanca Over
3.55% Gruppo Caltagirone

3.16% Delphin S.AR.L. (Gruppo Leonardo Del Vecchio) 231 thousand

shareholders

Not identifiable shareholders
0.62% of the share capital

Retail shareholders
26.70% of the share capital

* The category takes account of legal entities including Foundations, Trust Companies, Religious Institutions.
** The category includes Asset managers, Sovereign Funds, Pension Funds, Life Insurers.

The data are updated as at 9 March 2018.

There is no stock ownership system for employees and there are no shareholder agreements on shares. It should,
however, be noted that the Company facilitates participation in Shareholders’ meetings for beneficiaries of long term
incentive (LTI) plans - which are based on Generali shares - by providing them with a designated representative.

Share performance, p. 57
for further information on the share

The Company maintains continuing relations with all external stakeholders: institutional investors, proxy advisors
and retail shareholders. This intense relationship activity is also substantiated in a specific cycle of meetings with
institutional investors and proxy agencies, focusing on issues of corporate governance, remuneration and sustainability
which are relevant to the financial community. A constructive dialogue also occurs during the course of the annual
Shareholders’ Meeting which serves as one of the primary opportunities for communication between shareholders
and top management of the Company. Overall participation in the 2017 Shareholders’ Meeting grew both in terms of
representation of share capital and in terms of the presence of institutional investors.

Share capital represented Share capital represented by institutional investors
in the Shareholders’ Meeting in the Shareholders’ Meeting
52.34% in 2017 26.18% in 2017

46.87% in 2016 21.02% in 2016
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The Board of Directors has structured its organization - even through the establishment of special board committees -
in a manner that meets the need to define strategic planning in line with the Group’s mission, values and culture and,
at the same time, monitors the pursuit of this strategy with a view to the sustainable value creation over the medium to
long term. Our integrated governance also leverages the varied and in-depth professional skills present in the Board

and ensures effective oversight of management’s activities.

Independent Auditors

enrolled in the dedicated registry and
appointed by the Shareholders’ Meeting

Shareholders’

Meeting

Board of Directors

Board of Statutory Auditors

ensuring compliance with the applicable laws
and regulations and the Articles of
Association as well as management control

Risk and
Control

Committee Appointments

and
Remuneration
Committee

having all of the broadest management powers Related
for the pursuit of the corporate purpose and Party
being supported by Committees with Transactions
. consultative, recommendatory and preparatory Committee
Surveillance functions
Body
having duties and powers Investments
with respect to the and Strategic
oversight, development .
and promotion of the Group CEO Governance Operations
continuous updating of the main person responsible for Company and Committee
our Organization and management, in the capacity of Managing P
Management Model Director, as well as the Director responsible for SUStalna.b“'ty
(OMM) the internal control and risk management system Committee

Balance Sheet Committee

examining and identifying topics with material impact on the financial
statements of the Group and Parent Company

Group Management Committee

aiming at ensuring both greater alignment on strategic priorities among
business units and a more effective, shared decision-making process

Finance Committee
examining and evaluating extraordinary investments and transactions

Product & Underwriting Committee

supervising the profitability and risk level of new insurance businesses by
means of a centralized process of prior approval of new products

www.generali.com/governance
for further information on governance and the Corporate
—— | Governance and Share Ownership Report 2017
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Focus on the Board of Directors in office until the 2019 annual Shareholders’ Meeting

Gabriele Francesco Gaetano Clemente Philippe Romolo Ornella
Galateri di Genola Caltagirone Rebecchini Donnet Bardin Barra
Chairman Deputy Vice-Chairman Vice-Chairman Group CEO Director Director
Age 70 74 53 57 39 64
Nationality Italian Italian Italian French Italian Monegasque
Professional manager entrepreneur manager manager manager entrepreneur
Background
In office since 8 April 2011 28 April 2007 11 May 2012 17 March 2016 28 April 2016 30 April 2013
Vice-Chairman Vice-Chairman
since 30 April 2010 since 6 November 2013
Board Committee | Hu | A WP | [
Independent’ v v
Executive v

* As defined in the listed companies’ Corporate Governance Code.

58 average age 38% female director 61 % independence level 1 executive director
3 induction days on corporate administrative liability, market abuse, 96% average participation in 1 4 Board meetings
management of inside information and reporting of non-financial Board meetings

information

Focus on the Board of Stat ry Auditors in office until 2020 annual Shareholders’ Meeting

Carolyn Antonia Lorenzo Silvia Francesco
Dittmeier Di Bella Pozza Olivotto Di Carlo
Chairwoman Auditor Auditor Substitute auditor Substitute auditor
Age 61 52 51 67 48
Nationality Italian and American  Italian Italian Italian Italian

In office since 30 April 2014 30 April 2014 30 April 2014 30 April 2014 30 April 2014
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W Appointments Risk and M Related Party M Governance M Investments and
and Remuneration Control Transactions and Sustainability Strategic for the internal
Committee Committee Committee Committee Operations control and risk
Committee management
system

academic environments

62% regulation framework
and regulatory requirements

56 average age

1 00% average participation
in Board meetings

77% financial and
accounting skills

60% female auditor

Statutory Auditors

24 meetings of the Board of

77% insurance

experience

information

and control bodies

Paolo Alberta Diva Lorenzo Roberto Sabrina
Di Benedetto Figari Moriani Pellicioli Perotti Pucci
Director Director Director Director Director Director
70 53 49 66 56 50
Italian Italian Italian Italian [talian [talian
lawyer lawyer manager manager professor professor
28 April 2016 30 April 2013 28 April 2016 28 April 2007 28 April 2016 30 April 2013
elected from the
minority slate
HrE [ | ] | | ] | | |
v v v v v
Skills and expertise
62% international experience 62% manager 23% entrepreneur 38% academic
in foreign business, professional or skills skills

62% industrial

experience

Paola
Sapienza

Director
52
[talian

professor

30 April 2010

elected from the
minority slate

Hn
v

54% large cap

companies

3 induction days on corporate administrative liability, market abuse,
management of inside information and reporting of non-financial

Corporate Governance and Share Ownership Report 2017, p. 72 and 105
for additional information on the diversity of administration, management
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The remuneration policy

Our remuneration policy is designed to attract, motivate and retain the people who - due to their technical and
managerial skills and their different profiles in terms of origin, gender and experience - are key to the success of the
Group, as reflected in our values.

Our remuneration policy reflects and supports both our strategy and values: to be a global insurance Group
aiming at creating value and sustainable results, while valuing our people and maintaining commitments to all
stakeholders.

The following principles lie at the heart of our remuneration policy and consequent actions::

Clear governance and
compliance
with the regulatory

Equity and consistency Alignment with Competitiveness Merit- and
in terms of the corporate strategy with respect to market performance-based
responsibilities assigned and defined goals practices and trends reward in terms

and capabilities of results, conduct and environment

demonstrated values

The remuneration policy for non-executive directors establishes that remuneration consists of a fixed component
as well as an attendance fee for each Board of Directors meeting in which they participate, in addition to the
reimbursement of expenses incurred for participation in such meetings.

Directors who are also members of the board committees are paid remuneration in addition to the amounts
already received as members of the Board of Directors (with the exception of those who are also executives of
the Generali Group), in accordance with the powers conferred to those committees and the commitment required
in terms of number of meetings and preparation activities involved. This remuneration is established by the
Board of Directors.

In line with the best international market practices, there is no variable remuneration

The Managing Director/Group CEO, the unique executive director, the members of the Group Management Committee
(GMC) and the other executives with key responsibilities receive a remuneration package consisting of a fixed
component, a variable component with no-claims bonus and claw back mechanisms, and benefits..

Total target remuneration’

FIXED VARIABLE BENEFITS

ANNUAL DEFERRED

Fixed remuneration Annual + Deferred + Benefit

(on an annual basis) (on a multi-year basis)

The fixed component remunerates the role held and responsibilities assigned, also considering the experience and
skills required, as well as the quality of the contribution made in terms of achieving business results.

11 Remuneration package for all those described, with the exception of the executives with key responsibilities in control functions to whom specific remuneration policy and
rules are applied.
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The short-term variable remuneration consists of an annual bonus system based on which a cash bonus of between

0% and 200% of the individual target baseline may be accrued depending on:

- the Group funding, connected with results achieved in terms of the Group Operating Result and Adjusted Net Profit
and the surpassing of a minimum Economic Solvency Ratio™ level

- the achievement of the objectives defined in the individual balanced scorecards, which establish from 5 to 7
objectives at Group, Region, country, business/function and individual level - as appropriate - based on the following
perspectives:

2017 Perspectives
Core business Key Performance Indicators (KPIs)

Economic and Financial 50 (y ) (i.e. Operating Result, Net Profit, New Business Value,
Risk Adjusted Performance +70 Combined Ratio, Cash Generation/Dividend)
Minimum 10% RORC (up to 15% for business roles)

Customer & Distributor

Efficiency & Business 0 . -
Transformation 30-40% ) Efficiency KPls == KPIs ail:l(ilt;t;ti::;gratlon

People Empowerment 10-15% ) Managerial assessment hased on specific HR KPIs

The long-term variable remuneration is based on a long-term plan based on Assicurazioni Generali shares (upon

approval by the Shareholders’ Meeting). The maximum potential bonus to be disbursed in shares amounts to 175%

of the gross fixed remuneration of the participation (this percentage is 250% for the Managing Director/Group CEO).

Here the features of the plan are:

— it is paid out over a period of 6 years and is linked with specific Group performance targets (Return on Equity and
relative Total Shareholder Return) and the surpassing of a minimum Economic Solvency Ratio' level

— it is based on a three-year performance period and additional sale-restriction periods (i.e. minimum holding) on
granted shares up to two years.

Benefits consist of a supplementary pension and healthcare assistance for employees and their families, in addition
to a company car and further benefits, including some linked to domestic or international travel (e.g. accommodation
expenses, travel and education for children), in line with market practices.

www.generali.com/governance/remuneration
for further information on remuneration policy and the Remuneration
Report, including also information about remuneration

Additional information in the Notes of the Annual Integrated Report and
Consolidated Financial Statements 2017
for further information on pension benefits of the Group employees

12 Regulatory Solvency Ratio as from 2018.
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Group performance and financial position

Group highlights’

Gross written premiums (€ min) Group operating result (€ min)

4,895 4,783

31/12/2017 68,537

31/12/2017 31/12/2016
Net Result (€ min) Solvency Il ratio
W Regulatory SlI
W Economic SII2
230%

2,110

2,081

31/12/2017 31/12/2016 31/12/2017 31/12/2016

e Gross written premiums over € 68.5 bin (-0.2%), improving in P&C business (+1.7%). Life
net cash inflows of more than € 9.7 bin, remaining at industry leading levels

e QOperating result at € 4.9 bin (+2.3%) thanks to the performance of the Life and Holding and
other businesses segments. The operating result of the P&C segment is solid, with its CoR
confirmed at excellent levels (92.8%)

e Operating RoE at 13.4% confirming the achievement of the strategic target (>13%)
e  Group result at € 2.1 bin (+1.4%)

e Further strengthened Group capital position, with the Regulatory Solvency Ratio at 208%
and Economic Solvency Ratio at 230%

1 Changes in premiums, net cash inflows and PVNBP (the present value of new business premiums) are presented in equivalent terms, that is at constant exchange rates and
scope of consolidation. With reference to the divestment of the Dutch and Irish assets in application of IFRS 5, the Dutch and Irish companies under disposal are classified as
hed for sale. As a result, these shareholdings were not left out of the consolidation in the financial report at 31 December 2017, but both of the total of the assets and liabilities
and the economic result — net of taxes — were separately recognized in the specific items of the financial statements. The 2016 comparative figures were likewise reclassified.
For more information, please refer to the paragraph Changes in the presentation of the performance indicators of the Group in the Note to the Management Report.
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Group performance

Gross written premiums
development

The Group’s gross written premiums totalled € 68,537
million (-0.2%), reflecting performance of the Life seg-
ment (-1.0%), while P&C (+1.7%) confirmed the develop-
ment observed in 2017.

With reference to the lines of business, Life gross writ-
ten premiums amounted to € 47,788 million (-1.0%). In
line with the strategic goal of pursuing the more selecti-
ve underwriting policy, premiums of savings products
decreased by 11.6%, especially in ltaly, Asia, Germany,
Spain and France. The above-mentioned targeted reba-
lancing in favour of products offering better risk-return
terms brought about an increase in both unit-linked
products (+22.4%) widespread in the Group’s areas of
operations and especially in ltaly (+57.3%) and France
(+52.1%), and in the protection line (+7.0%).

Net cash inflows surpass € 9.7 billion, staying among
the market levels; the decrease of 17.1% reflects the afo-
rementioned pursuit of the strategic objectives of con-
centrating sales on products with high profit margins.

New business in terms of present value of new busi-
ness premiums (PVNBP) amounted to € 45,429 million,
down by 2.3%, both in the single premium (-2.8%) and
in the annual premium policies (-2.6%). With reference
to the business lines, unit-linked production rose shar-

€ 11,272 mln premium with social value*
€ 676 mln premium with environmental value*

Insurance products, by their very nature, have a high so-
cial and environmental value given that they constitute a
concrete response to the protection needs of customers
and the growing needs of society, thereby promoting risk
prevention and mitigation. We constantly monitor risks
that may have impact on the society and the environment
as to identify opportunities and continue to create value.

Risks and opportunities of the external context, p. 28

Consolidated Non-Financial

Consolidated Financial
Statements

Appendices to the
Management Report

|

31/12/2017

31/12/2016 48,400

W Life gross written premiums

W Propertv&Casualtv aross written premiums

ply (+28.7%) and the protection line improved slightly
(+3.0%). Savings and pension line premiums recorded a
significant decrease (-19.0%) due to the Group’s schedu-
led actions aimed at reducing business subject to finan-
cial guarantees.

The new business value (NBV) improved significantly
(+53.8%), standing at € 1,820 million (€ 1,193 million at
31 December 2016).

As a consequence of such evaluation, we also develop
products and services that - given the type of customer
or provided coverage - meet specific social and environ-
mental needs.

Glossary available at the end of this document

* Premiums with social and environmental value refer to companies representing 93.5% of total Group direct premiums.
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New business margin on PVNBP? rose significantly
by 1.46 pps to 4.01% (2.56% at 31 December 2016), of
which +1.12 pps primarily due to the refocusing of sa-
les towards unit-linked and pure risk business and the
effective recalibration of financial guarantees, and +0.34
pps arising from the improved economic environment
compared to last year.

P&C premiums amounted to € 20,749 million, 1.7% hi-
gher because of the positive performance of both busi-
ness lines. Development of the motor segment (+3.0%) is
driven by the growth recorded in Germany (+4.2%), CEE

Total gross written premiums

Annual Integrated Report and Consolidated Financial Statements 2017

countries (+3.2%), Spain (+3.8%), the Americas region
(+25.7%) and France (+2.6%), which more than offset the
drop in motor premium income in ltaly (-4.5%) after the
average premium fell and after the measures taken to re-
cover the returns of the portfolio. Also non-motor premium
income is up (+0.9%) as it is mainly supported by deve-
lopment in the CEE countries (+3.6%), in the EMEA region
(+2.6%) and by Europ Assistance (+14.0%), while Italy,
even if recovering from the drop seen in 2017, is down by
1.8%, mostly due to the reduction in the Global Corporate
& Commercial lines. France fell 2.0% because of the weak
market conditions in commercial and construction.

(€ million) Total gross written premiums
31/12/2017 31/12/2016
Italy 22,836 23,612
France 11,799 10,920
Germany 16,005 16,227
Central Eastern Europe 3,600 3,490
International® 14,215 14,576
EMEA 8,688 8,960
Spain 2,427 2,502
Austria 2,592 2,568
Switzerland 1,817 1,883
Other EMEA 1,852 2,007
Americas 1,420 1,308
Asia 2,359 2,578
Europ Assistance 153 681
Other 996 1,048
Group holding and other companies 82 83
Total 68,537 68,907

*

min. Overall, the Global Business Lines recorded € 4,102 million in premiums from:
- Global Corporate&Commercial € 1,887 min;

- Generali Employee Benefits e Generali Global Health € 1,462 min and

- Europe Assistance € 753 min.

Total gross written premium for GBL & International, taking into consideration the Global Business Lines business underwritten in the various countries, amounted to € 16.324

The description of the geographical areas presented in the document is available in the Note to the Management

Report in the Appendices to Management Report section.

2 The margin calculated on Annual Premium Equivalent (APE) would amount to 39,2%.
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Operating result

The Group’s operating result amounted to € 4,895 million, up by 2.3% (€ 4,783 million at 31 December 2016°), which
reflects the positive performance of the Life and Holding and other businesses segments. The operating result of the
P&C segment is confirmed solid regardless of the bigger impact of catastrophe claims.

The operating return on equity, the Group’s main economic profitability target, came to 13.4% (unchanged compa-
red with the 31 December 2016 figure), confirming the achievement of the strategic target (>13%).

Total operating result by segment

(€ million) 31/12/2017 31/12/2016 Change
Total operating result 4,895 4,783 2.3%
Life segment 3,141 3,084 1.8%
Property&Casualty segment 1,972 2,073 -4.9%
Holding and other business 59 -74 n.m
Consolidation adjustments -278 -300 -7.4%

In particular, the Life result, € 3,141 million, increased by
1.8% due to the performance of the investment result
that benefited from higher realised gains and lower im-
pairments. Technical performance net of insurance and
other operating expenses instead fell.

The P&C operating result, which amounted to € 1,972
million, dropped by 4.9% as it reflected on the one hand
the bigger impact of the natural catastrophes for € 124
million (including the US hurricanes in August and Sep-
tember and the storms that struck central Europe in July
and August) and, on the other, the lower contribution of

Operating result by country

financial result in the context of a continuing low level of
interest rates. The combined ratio came to 92.8%, ran-
king number one amongst our peers, consistent with the
Group’s strategic policy of technical excellence.

Improvement of the operating result of the Holding and
other businesses segment, which totalled € 59 million
(€-74 million at 31 December 2016), reflects the excellent
performance of Banca Generali, the reduction in holding
operating costs and the positive result of the other asset
management and real estate businesses.

(€ million) Total operating result
31/12/2017 31/12/2016
Italy 1,841 1,948
France 744 701
Germany 827 847
Central Eastern Europe 481 461
International* 1,067 1,120
EMEA 896 825
Americas 62 98
Asia 39 32
Europ Assistance 88 90
Other -18 76
Investments, Asset & Wealth Management** 468 321
Group holding, other companies and countries adjustments -532 -615
Total 4,895 4,783

* Adding to the above mentioned total International the part of the business related to the Global Business Lines “Global Business and Commercial” also signed in the countries,

the total operating result for GBL & International amounts to € 1,191 min.

**Adding to the above mentioned total Investments, Asset & Wealth Management also the result of AM of the Central and Eastern European countries, the total operating amounts

to of € 482 min.

3 As aforementioned, the 2016 comparative figures were likewise reclassified. For further information refer to paragraph Changes in the presentation of the performance

indicators of the Group in Note on Management Report.
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Non-operating result

The non-operating result of the Group improved to
€ -1,102 million (€ -1,526 million at 31 December 2016).
In particular:

- net impairment losses dropped to € -271 million
(€ -543 million at 31 December 2016) due to lower im-
pairments on equities and bonds;

- net realized gains stood at € 331 million (€ 425 million
at 31 December 2016), down mainly due to the lower
profits from real estate and equity portfolios;

— net non-operating income from financial instru-
ments at fair value increased to € 26 million (€ -96
million at 31 December 2016);

— other net non-operating expenses decreased to
€ -432 million (€ -518 million at 31 December 2016).

Group result

4,895

Annual Integrated Report and Consolidated Financial Statements 2017

This item consists of € -106 million relating to the
amortization of the value of acquired portfolios (€ -139
at 31 December 2016), € -297 million in restructuring
costs (€ -176 at 31 December 2016), of which about
€ -170 million regarding the announced phase of indu-
strial transformation to strengthen the operating per-
formance in Germany, and € -29 million in other net
non-operating expenses (€ -204 million at 31 Decem-
ber 2016), which benefits from € 196 million in income
from the sale of the P&C portfolio in run-off of the UK
branch that took place in December;

non-operating holding expenses amounted to € -756
million (€ -794 million at 31 December 2016), reflecting
the drop in interest expense on financial debt which
went from € -723 million to € -673 million.

5,000

4,000

3,000

2,000

2,110

1,000

-1,000

-185 J0q7

-1,102
-1,280

-2,000

Operating Not operating Taxes
result result

The result for the period attributable to the Group sto-
od at € 2,110 million, showing an increase of 1.4% over
the € 2,081 million recorded at 31 December 2016 and
reflects:

- the improvement of the operating result and the deve-
lopment of the non-operating result noted above;

- the result of discontinued operations of € -217 million
which includes the impairment of Dutch operations
and the profit for the period deriving from said acti-
vities, plus the profit coming from the Irish company
being discontinued;

— the increase in taxes, the tax rate of which came to
31.8% (29.4% at 31 December 2016), basically cau-

Minority Result of discontinued
interests operations

Group result
of the period

sed by the extraordinary additional tax introduced in
France for 2017 for about € 40 million and the one-off
substitute tax imposed by the US government on undi-
stributed profits of the foreign investees of € 52 million.
Last year the tax rate benefited from the reduced no-
minal tax rate on corporate income in Spain, as well as
extraordinary income recognized in Germany against
lower taxes on previous years;

the result attributable to minority interests, amounting
to € 185 million, which corresponds to a minority rate
of 8.1% (7.1% at 31 December 2016), increased when
compared to € 158 million in the previous year due to
the results of Banca Generali.
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From operating result to net result
(€ million) 31/12/2017 31/12/2016 Change
Consolidated operating result 4,895 4,783 2.3%
Net earned premiums 64,604 64,944 -0.5%
Net insurance benefits and claims -65,748 -63,616 3.4%
Acquisition and administration costs -10,634 -10,456 1.7%
Net fee and commission income and net income from financial service activities 454 334 36.1%
Operating investment result 16,993 14,245 19.3%
Net operating income from financial instruments at fair value through profit or
loss 4,365 2,164 n.m.
Net operating income from other financial instruments 12,628 12,081 4.5%
Interest income and other income 11,874 12,029 -1.3%
Net operating realized gains on other financial instruments and land and
buildings (investment properties) 1,957 1,698 15.2%
Net operating impairment losses on other financial instruments and land
and buildings (investment properties) -258 -707 -63.5%
Interest expense on liabilities linked to operating activities -340 -347 -2.0%
Other expenses from other financial instruments and land and buildings
(in-vestment properties) -604 -591 21%
Operating holding expenses -454 -458 -0.9%
Net other operating expenses (*) =321 -208 53.8%
Consolidated non-operating result -1,102 -1,526 -27.7%
Non operating investment result 86 -213 n.m.
Net non-operating income from financial instruments at fair value through
profit or loss 26 -96 n.m.
Net non-operating income from other financial instruments (**) 60 -118 n.m.
Net non-operating realized gains on other financial instruments and land
and buildings (investment properties) 331 425 -22.1%
Net non-operating impairment losses on other financial instruments and
land and buildings (investment properties) -271 -543 -50.0%
Non-operating holding expenses -756 -794 -4.7%
Interest expenses on financial debt -673 =723 -6.9%
Other non-operating holding expenses -83 -71 17.7%
Net other non-operating expenses -432 -518 -16.7%
Earning before taxes 3,792 3,258 16.4%
Income taxes (*) -1,280 -1,059 20.9%
Earnings after taxes 2,513 2,199 14.2%
Profit or loss from discontinued operations -217 40 n.m.
Consolidated result of the period 2,295 2,239 2.5%
Result of the period attributable to the Group 2,110 2,081 1.4%
Result of the period attributable to minority interests 185 158 17.4%

(*) At 31 December 2017 the amount is net of operating taxes for € 52 million and of non-recurring taxes shared with the policyholders in Germany for € 54 million (at 31
December 2016 for € 64 million and € 79 million, respectively).

(**) The amount is gross of interest expense on liabilities linked to financing activities.
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Group financial position
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Shareholder’s equity and Group solvency

Shareholders’ equity attributable to the Group amoun-

ted to € 25,079 million, an increase of 2.2% compared to

€ 24,545 million at 31 December 2016. The change is
mainly due to:

— the result of the period attributable to the Group, which
amounted to € 2,110 million at 31 December 2017;

— the dividend distribution of € 1,249 million, carried out
in 2017;

— other gains or losses recognized through shareholders’
equity in the current year amounted to € -100 million
More specifically, this performance is mainly attribu-
table to the reduction in profits or losses on exchange
rates amounting to € -158 million.

Rollforward of Shareholders’ equity

26.2 25.7
1.1 1.1
31/12/2017 31/12/2016

W Shareholders’ equity attributable to the Group
W Shareholders’ equity attributable to minority interests

(€ million) 31/12/2017 31/12/2016
Shareholders' equity attributable to the Group at the end of the previous period 24,545 23,565
Result of the period 2,110 2,081
Dividend distributed -1,249 -1,123
Other comprehensive income -100 1
Reserve for unrealized gains and losses on available for sale financial assets -27 372
Foreign currency translation differences -158 -31
Net unrealized gains and losses on hedging derivatives 58 13
Net unrealized gains and losses on defined benefit plans 31 -224
Other net unrealized gains and losses -4 -119
Other items -226 11
Shareholders' equity attributable to the Group at the end of the period 25,079 24,545

The Regulatory Solvency Ratio - which represents the re-
gulatory view of the Group’s capital and is based on the
use of the internal model, solely for companies that have
obtained the relevant approval from IVASS, and on the
Standard Formula for other companies - stood at 208%
(178% at 31 December 2016; +30 pps).

The Economic Solvency Ratio, which represents the eco-
nomic view of the Group’s capital and is calculated by
applying the internal model to the entire Group perimeter,
stood at 230% (194% at 31 December 2016; +36 pps).
For further information regarding the Group’s solvency
position, please refer to the Risk Report.
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Investments
Asset allocation
Investments at 31 December 2017 Investments at 31 December 2016
75,372 4,487 67,340 3,673
Investments back to unit Other investments Investments back to unit Other investments
and index-linked policies and index-linked policies
' 18,403 ' 17,680

13,390 ~ Equiy 10,668 /w
Cash and cash instruments Cash and cash instruments
equivalents equivalents
15,018 14,488
Investment properties Investment properties

347,834 346,145

Fixed income Fixed income

instruments

instruments

At 31 December 2017, total investments amounted to € 474,502 million, up by 3.2% over the previous year. Group
investments amounted to € 399,130 million (+1.6%) and unit/index linked investments amounted to € 75,372 million

(+11.9%).

€ 345 bln (+7.1%) direct investments by the Group insurance
companies which are subject to the Responsible Investment Guideline

In implementation of the Responsible Investment Guide-
line - the document which regulates the various respon-
sible investment activities at Group level - we identify,
evaluate and monitor issuing companies in the portfolio
which are involved in controversial sectors (for example,
non-conventional weapons) or in activities that involve
serious or systematic violations of human rights, serious
environmental damage or corruption.

Due to the creation of a proprietary ESG methodology
- which considers environmental, social and corporate
governance factors - we evaluate the degree of respon-
sibility and involvement of the issuing companies and
promote specific actions with respect to them, ranging
from a ban on making new investments to the settlement
of current holdings or the retention of same until their
expiration with no possibility of renewal, or even direct
dialogue to encourage them to act responsibly.

A cross-functional committee named Responsible In-
vestment Committee retains the task of supporting the
decisions of the Group Chief Investment Officer in rela-
tion to potential exclusions from the investable universe
of the Group.

Climate strategy
In line with the principles of responsible investing which

we have been applying for years, and in execution of the
Group Policy for the Environment and Climate, we have
defined our commitment, even through investment acti-
vities, to mitigate climate change and transition towards
energy sources as alternatives to carbon and fossil fuels

Our rules for running business with integrity, p. 23

Sustainable and responsible investment funds

Due to amethodology developed internally by a dedicated
team - which integrates non-financial and traditional
financial elements - we select the best companies in
relation to corporate social responsibility and sustainable
development policies in order to establish dedicated SRl
(Sustainable and Responsible Investment) funds and
mandates.

As at 31 December 2017, the methodology was applied
to funds and management mandates totalling € 37.2
billion in assets (+21.2%). Of these, 76.3% was subject
to the SRI analysis and reported a compliance rate of
more than 90% with the Group’s SRI principles. The
remaining 23.7% is not covered by the SRI analysis
(funds of funds, issuers located in non-European regions,
unlisted issuers).

www.generali-investments.coml/it/it/institutional/
strategies/#isr


http://www.generali-investments.com/it/it/institutional/strategies/#isr
http://www.generali-investments.com/it/it/institutional/strategies/#isr
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In terms of incidence of the major investment catego-
ries, the relevant exposure of the fixed income instru-
ments dropped to 87.1% (88.2% at 31 December 2016),
while that of the equity instruments increased slightly,
standing at 4.6% (4.5% at 31 December 2016). Also the
incidence of the real estate and other investments in-
creased slightly, standing at 3.8% (3.7% at 31 Decem-

Fixed income securities: bond portfolio
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ber 2016) and at 1.1% (0.9% at 31 December 2016),
respectively. Other investments mainly include recei-
vables from banks or banking customers, equity invest-
ments and derivatives.

Lastly, the liquidity ratio rose from 2.7% to 3.4%.

Bond portfolio: details by sector

Government bonds: details by country of risk

24.4

Covered bonds 1

336 — f
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Other
corporate bonds
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With reference to the bond portfolio, government bonds
which represent 57% (54.8% at 31 December 2016) were
up, standing at € 180,905 million (€ 172,647 million at 31
December 2016). The change during the period is mostly
attributable to the Group’s position of net buyer of this
class of assets. The exposure to individual government
bonds is mainly allocated to the respective countries of
operation, in line with the Group’s ALM policy.

The corporate component decreased in absolute terms to
€ 136,579 million (€ 142,528 million at 31 December 2016),
equal to 43% of the bond portfolio (45.2% at 31 Decem-
ber 2016). This was due to the orientation of the reinvest-
ment strategy toward the sovereign bond component.

Taking into consideration, on the other hand, the new
current breakdown of the portfolio, note that the non-fi-
nancial component increased in order to foster a higher
level of diversification.

The bonds issued by companies operating in the real
estate sector were included in the scope of the Other
corporate bonds.

A breakdown by credit rating of the bond portfolio at 31
December 2017 split between corporate and govern-
ment bonds follows.
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Government bonds Corporate bonds
0.1 1.2
No Rating 1 5 No Rating 1 O 2
13 2 Not investment grade 13 4 Not investment grade
AAA AAA
853 15.3 57.5
BBB AA BBB
59.6 211 39.0
AA A A

The Group’s Corporate portfolio is still basically in line
with what was recorded at 31 December 2016 in terms of
creditworthiness, with over 91% of securities held classi-
fied as Investment Grade.

Equity securities: share portfolio

3.4
Finanial Companies
|
IFU equities
14
Utilities
4.2 /
Alternative
investments 1 3
Consumer

2.1 1.0
Other AN Industrial

Exposure to bonds with BBB rating increased slightly,
while all the other classes decreased in absolute terms
against the scheduled portfolio reduction during 2017.

Equity securities increased in absolute terms, standing at
€ 18,403 million (€ 17,680 million at 31 December 2016).

The change for the period is mainly attributable to the in-
creased value of the investments that benefited from the
positive performance of the share prices, and to a lesser
extent for the conversion of some bonds into shares.
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Investment properties
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Investment result*

Return on investiment
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Investment properties in terms of book value amoun-
ted to € 15,018 million (€ 14,488 million at 31 December
2016).

In particular, the direct investment properties of the
Group, at market value, amounted to € 19,763 million
(€ 18,520 million at 31 December 2016), and are almost
all in Western Europe, mainly in Italy, France and Germa-
ny, and are situated in the respective countries of oper-
ation.

31/12/2017 31/12/2016
Economic components
Current income from fixed income instruments 10,399 10,664
Current income from equity instruments 691 704
Current income from real estate investments(*) 802 775
Net realized gains 2,652 2,166
Net impairment losses -432 -1,133
Net unrealized gains 449 -395
Average stock 395,098 392,194
Ratio
Current return(*) 3.1% 3.2%
Harvesting rate 0.7% 0.2%
P&L return 3.4% 3.3%

(*) Net of depreciation of the period.

Current return slightly fell to 3.1% (3.2% at 31 December
2016). The performance of this indicator is attributable on
the one hand to the increase in average investments and,
on the other, to a drop in absolute value of current inco-
me, which amounted to € 12,089 million (€ 12,386 million
at 31 December 2016) due to the low interest rates that
can be obtained when reinvesting.

The contribution to the result of the period from realized
gains and losses through profit or loss (harvesting rate)
increased to 0.7% (0.2% at 31 December 2016) following
an increase in realized gains and a lower impact of im-
pairments, which were particularly substantial at 31 De-
cember 2016.

4 Please refer to the Methodological notes on alternative performance measures for details on the calculation of this indicator.
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Debt and liquidity
Liabilities

In accordance with the IAS/IFRS managerial model used
by the Generali Group, consolidated liabilities were split
into two categories:

— liabilities linked to operating activities, defined as
all the consolidated financial liabilities related to spe-
cific balance sheet items from the consolidated finan-
cial statements. This category also includes liabilities
stated by the insurance companies against investment

Total liabilities were as follows::

Consolidated Non-Financial
Risk Report Outlook Statement

Consolidated Financial
Statements

Appendices to the
Management Report
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contracts and liabilities to banks and customers of
banks belonging to the Group;

- liabilities linked to financing activities, including the
other consolidated financial liabilities, including subor-
dinated liabilities, bonds issued and other loans obtai-
ned. This category includes liabilities incurred in con-
nection with a purchase of controlling interests.

Group debt

(€ million) 31/12/2017 31/12/2016

Liabilities linked to operating activities 30,501 28,445

Liabilities linked to financing activities 11,815 12,669
Subordinated liabilities 8,379 9,126
Senior bonds 2,980 3,017
Other non-subordinated liabilities linked to financing activities 456 526

Total 42,316 41,114

The decrease in the Group’s liabilities linked to financing
activities was due mainly to the repayment of a subor-
dinated bond issued by the subsidiary Generali Finance
B.V.. The repayment totaling € 869 million at nominal va-
lue was finalized by exercising an early repayment option
on 8 February 2017.

Liabilities linked to operating activities recorded an incre-
ase due to the higher financial liabilities linked to invest-
ment contracts.

Interest expenses on total liabilities are detailed below:

Interest expenses

The weighted average cost of the liabilities linked to fi-
nancing activities at 31 December 2017 totaled 5.71%,
basically unchanged compared to the 5.67% of 31 De-
cember 2016. The weighted average cost reflects the
annualized average cost of the debt considering the out-
standing liabilities at the reporting date and the related
currency and interest rate hedging.

(€ million) 31/12/2017 31/12/2016 Change
Interest expense on liabilities linked to operating activities 340 347 -2.0%
Interest expense on liabilities linked to financing activities 673 723 -6.9%
Total(*) 1,013 1,070 -8.9%

(*) Without taking into account the interest expenses on liabilities linked of the real estate development companies, classified among the other expenses, as well as the interest
on deposit under reinsurance business accepted, deducted from the related interest income.
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Details on the liabilities linked to financial activities

Details of subordinated liabilities and senior bonds

(€ million) 31/12/2017 31/12/2016
Nominal ~ Book value Accrued Average Nominal ~ Book value Accrued Average
value interest  weighted value interest  weighted
expenses cost % expenses cost %
Subordinated liabilities 8,417 8,379 547 6.22% 9,166 9,126 595 6.14%
Senior bonds 3,000 2,980 125 419% 3,000 3,017 125 4.18%
Total 11,417 11,359 12,166 12,144

*

The weighted average cost reflects annualized cost of financial debt considering the outstanding debt at the reporting date and the related activities of currency and interest
rate hedging.

Details of issues and redemptions of subordinated liabilities and senior bonds

(€ miliion) 31/12/2017 31/12/2016
Issuances  Redemptions Issuances Issuances  Redemptions Issuances
net of re- net of re-
demptions demptions
Subordinated liabilities 0 869 -869 850 1,167 -317
Senior bonds 0 13 -13 0 0 0
Total 0 882 850 1,167

Details on principal issuances
Subordinated liabilities

Main subordinated issues

Coupon Outstanding (*) Currency Amortised Issue date Call date Maturity
cost(**)

Assicurazioni Generali 6.27% 350 GBP 392  16/06/2006 16/02/2026 Perp
Generali Finance B.V. 5.48% 869 EUR 0 08/02/2007 08/02/2017 Perp
Assicurazioni Generali 6.42% 495 GBP 555  08/02/2007 08/02/2022 Perp
Assicurazioni Generali 10.13% 750 EUR 748 10/07/2012 10/07/2022 10/07/2042
Assicurazioni Generali 7.75% 1,250 EUR 1,247 12/12/2012 12/12/2022 12/12/2042
Assicurazioni Generali 4.13% 1,000 EUR 990 02/05/2014 n.a. 04/05/2026
Generali Finance B.V. 4.60% 1,500 EUR 1,340 21/11/2014 21/11/2025 Perp
Assicurazioni Generali 5.50% 1,250 EUR 1,242 27/10/2015 27/10/2027 27/10/2047
Assicurazioni Generali 5.00% 850 EUR 840  08/06/2016 08/06/2028  08/06/2048

(*) Incurrency million.
(**) In € million.
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This category also includes unlisted subordinated lia-
bilities issued by Assicurazioni Generali and other sub-
sidiaries. Liabilities issued by Assicurazioni Generali in
the form of private placements amounted to a nominal
amount of € 1,000 million corresponding to an amorti-
zed cost of € 999 million. The remaining subordinated
liabilities relate to shares issued by subsidiaries in Au-

Senior bonds

Main senior bonds issues

Consolidated Non-Financial

Consolidated Financial
Statements
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stria with an amortized cost of about € 26 million.

In February 2017 a subordinated bond issued by the
Group in February 2007 for the amount of € 869 million
was repaid with the income from the issue of a subordi-
nated bond for the total amount of € 850 million in June
2016.

Issuer Coupon Outstanding (*) Currency Amortised cost(**) Issue date Maturity
Assicurazioni Generali 513% 1,750 EUR 1,733 16/09/2009 16/09/2024
Assicurazioni Generali 2.88% 1,250 EUR 1,247 14/01/2014  14/01/2020

(*) In currency million.
(**) In € million.

The bonds issued by the subsidiary Ceska Pojistovna for the nominal amount of CZK 500 million were repaid in De-

cember 2017.

Maturity of the financial debt
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The average duration at 31 December 2017 was 6.22 years compared to 6.72 years at 31 December 2016.
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Lines of credit

As in established market practice for the sector, Assicu-
razioni Generali has a number of credit lines for the total
maximum amount of € 2 billion with maturities in 2018
and 2020. The company intends to renew them.

The counterparties are major financial institutions of high
international standing. This will only impact the Group’s

financial liabilities if the facility is drawn down, and will
allow Generali to improve financial flexibility to manage
future cash requirements in a volatile environment.

Liquidity

Cash and cash equivalent

(€ million) 31/12/2017 31/12/2016
Cash at bank and short-term securities 6,143 6,210
Cash and cash equivalents 113 649
Cash and balances with central banks 593 606
Money market investment funds unit 6,891 4,000
Other -351 -796
Cash and cash equivalents 13,390 10,668

Liquidity recorded an increase and amounted to € 13,390 million, mainly following the somewhat less favourable op-
portunities to reinvest profits generated particularly during the last part of the year.
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KPIs per share
31/12/2017 31/12/2016
EPS 1.35 1.34
Operating earning per share 1.67 1.64
DPS 0.85 0.80
Payout ratio 63.0% 60.0%
Total dividends (in € million) 1,330 1,249
Share price 15.20 1412
Minimum share price 13.52 9.82
Maximum share price 16.02 16.37
Average share price 14.91 12.42
Weighted average number of ordinary shares outstanding 1,560,771,499 1,558,512,070
Market capitalization (in € milion) 23,739 22,026
Average daily number of traded shares 7,179,293 9,962,523
Total shareholders' return (%)* 13.54 -11.60

* It is equel to (total dividend + var. share price during the reference period) / share price at the beginning of the year.
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positioning® and performance

ltaly

Total
operating
result

€ 1,841 iy
(-5.5%)

Gross
written
premiums

Life
O market

share

16.8%

€ 22,836 min
(-3.3%)

Generali confirms its leadership in the ltalian insurance
market with a total market share of 16.4% thanks to a
complete range of insurance solutions for its customers
in both the Life and the P&C segments. At distribution
level, over the years Generali has perfected a multi-chan-
nel strategy heavily concentrated on agents. It also has
a strong position in the P&C and Life direct channel,
through Genertel and Genertellife, the first online insu-
rance launched in ltaly. Lastly, its partnership with Banca
Generali allows it to offer a complete variety of insurance,
pension and savings products to its customers.

The Group presents itself to the Italian market with three
distinct brands having clear strategic positioning - Ge-
nerali (retail and SME market), Alleanza (families) and
Genertel and Genertellife (alternative channels). During
2017, Generali Italia further developed its simplification
programme with the goal of improving the customer
experience by simplifying the relationship between cu-
stomers and agents for the entire process from pre-sales
to assistance - and providing more accessible and inno-
vative services.

Furthermore, at the end of 2017 Generali ltalia launched
Welion, a new services company focussed on providing
advanced solutions in the world of individual health and
corporate welfare.

With reference to the macroeconomic context, the Italian
economy has exited its long recession; GDP growth for
2017 is estimated at 1.5%, supported by exports, a weak
recovery in both domestic demand and in investments
in machinery and equipment. The growth in disposable
income caused by more favourable employment condi-
tions is favouring household consumption.

In line with the trend observable during 2016, the lIta-
lian Life insurance market continued to fall also during
2017. New Life business continues to be mainly oriented
toward the traditional products, even if it dropped shar-

P&C
market
share

15.3%

Ranking

10

ply compared to the previous year (-18%) and significant
growth in the unit-linked products (+33%) was noticed,
even if the context continues to be characterised by vo-
latility on the financial markets.

The P&C market also recorded worse performance this
year due to strong competition amongst the various
motor insurers, resulting in a further decline in average
premiums. Benefiting from the macroeconomic recovery,
though modest, positive growth rates on the other hand
continued to be seen in the non-motor segment.

The domestic financial market was distinguished by
growth in yield of the 10-year Italian bond, which clo-
sed 2016 at 1.8% to then settle at 2% at year-end 2017.
The ltalian bond-German bund spread however fell from
1.6% at the end of 2016 to 1.5% at the end of 2017
owing to the improved macroeconomic condition of the
country, also confirmed by the increased S&P rating from
BBB- to BBB and to the measures taken to strengthen
the Italian banking system.

The stock market was supported by strong global de-
mand and accommodating policy of the ECB. FTSE MIB
recorded positive performance (+14%) after having tou-
ched a maximum annual increase of 38% in September.

5 The indicated market shares and positions, based on written premiums, refer to the most recent official data.
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Life premiums

€903 min
(+56.0%)

€ 17,299 min
(-3.4%)

€1 9,1 16 min
(-3.3%)

Protection (+14.9%) and unit-linked (+52.1%) premiums
recorded outstanding performance thanks to the new
forms of hybrid investment that also benefited from the
introduction of products having controlled volatility able
to guarantee better investment stability. Traditional savin-
gs products went down (-13.5%), particularly the single
premium ones, and this is in line with the strategic goal
that prefers an underwriting policy more attentive to the
absorption of capital.

New business in terms of present value of new business
premiums (PVNBP) amounted to € 19,116 million, down
by 3.3%, mainly after the single premium policies fell
(-7.9%) and annual premiums (-3.8%).

With reference to the business lines, unit-linked pro-

P&C premiums

€ 651 min
(-8.8%)

90.0%
(+0.1 pps)

5,537 min
(-2.9%)

Income decreased mainly because of the motor seg-
ment (-4.5%), which suffered the drop in new business
linked to the profitability recovery policy in a market still
going through a profitability crisis. The negative trend of
non-motor segment (-1.8%) has to be entirely conducted
to the Corporate and SME sector which is affected by
strong competition on a soft market. The healthcare line
grew thanks to the development initiatives that also led
to the creation of Welion, a new company active in cor-
porate welfare.

Consolidated Non-Financial
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1 ,246 min
.5%)

(-4

duction improved considerably (+71.3% thanks to the
contribution of the “hybrid” products) and growth of the
protection line (+28.0%) was good. The savings products
instead recorded a reduction (-18.8%), in line with the
actions the Group took to reduce guaranteed business.

Profitability (margin on PVNBP) went up by 1.79 pps, in-
creasing from 2.93% of 2016 to 4.72% of 2017, mainly
following the recalibration of the guarantees offered, the
better production mix, the sale of new, more profitable
hybrid products and a recovery of the financial situation.
The new business value considerably improved compa-
red to the previous year (+56.0%) mainly due to the in-
crease in profitability, despite the reduced volumes, and
amounted to € 903 million.

The combined ratio; is basically stable; the increase in
the expense ratio, mainly linked to development of the
non-motor portfolio, is almost entirely offset by the im-
provement in the current year loss ratio, while the contri-
bution to the loss ratio from previous times is basically at
the same levels of last year.
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Germany

Total
operating
result

€ 827 min
(-2.4%)

Gross
written
premiums

Life
O market

share

9.6%

€ 16,005 min
(-1.4%)

Generali Deutschland is the second insurance group in
Germany in terms of total premium income. Ilts market
share is 5.5% in the P&C segment and 9.6% in the Life
segment (also including the healthcare business), with
leadership positions particularly in the unit-linked and
protection and corporate pension plans business lines,
and in the direct channel.
In 2017, after having successfully concluded an early
strategic and organisational revision (with the Simpler
Smarter for You programme) ahead of schedule, Gene-
rali sped up implementation of the strategic plan in Ger-
many by starting up the second phase of the strategic
programme (Simpler, Smarter for You to Lead) with the
objective of fully taking advantage of the growth and va-
lue creation potential in terms of:

— maximising operational efficiency with the creation of
the “One company” model that calls for consolida-
ting employees in two main companies, creating three
product factories serving all distribution channels and
significant management and corporate synergies and
rationalisation of the brands portfolio;

— maximising distribution power: with integration of the
channel of Generali dedicated agents in the DVAG
network (the largest insurance distribution network in
the country) that will operate under a new exclusive
agreement to distribute the Generali brand products
with strengthening of the direct channel (CosmosDi-
rekt) through significant investments in simplifying pro-
cesses and extending to new forms of digital brokering
and with focus of the broker channel on profitability
and the digitalisation process (Dialog);
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P&C Ranking
market
share

5.5% 2°

— minimising the interest rate risk through the decision
to put Generali Leben in run-off, with improvement of
Generali’s Economic Solvency Ratio and the release of
resources supporting growth in the German market.

During the year, the Group also further strengthened
its positioning on the product innovation and customer
services market owing to the Smart Insurance
programme, which witnessed extension of the Generali
Vitality programme to all distribution networks and the
offer of telematics products (Generali Mobility), domotics
products (Generali Domocity), legal protection and also
owing to the digitalisation in the healthcare and claims
services.

Difficulties persist in the German Life market due to the
interest rates, which have remained for a long time at
extremely low levels. In the P&C market, a stable market
share with high business profitability by virtue of a
combined ratio clearly better than the market is expected
for Generali in Germany.

With reference to the financial markets, performance of
the 10-year German bund, which closed 2016 at 0.2%,
increased during 2017 to then close the year at 0.4%.
The DAX stock market also recorded a maximum in the
summer to then close 2017 with 13% annual growth.
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Life premiums

€ 12,297 min
(-2.2%)

€ 8,529 iy
(-9.7%)

Life income showed a decrease of savings products
(-10.0%), in particular the single premium one, consi-
stently with the strategic actions implemented for the
reduction of this product category in favour of the heal-
thcare and unit-linked lines.

New business in terms of PVNBP decreased (-9.7%),
caused by the drop in the Life segment (-10.7%); in the
healthcare sector, on the other hand, growth was recor-
ded (+10.9%). In looking at the business lines in detail,

P&C premiums

€ 3,708 min
(+1.6%)

92.6%
(+2.6 pps)

The increase in income is attributable to the positive per-
formance of the motor segment (+4.2%) that mainly be-
nefits from the tariff policies on the existing portfolio, whi-
le the non-motor segment recorded a slight drop (-0.2%)
linked to the reduction seen in the accident, healthcare
and disability line.

Consolidated Non-Financial
Risk Report Outlook Statement
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Life OR

€ 526 min
(+15.2%)

production of unit-linked products increased (+5.1%)
while savings (-33.0%) products and risk products
(-9.0%) decreased.

Profitability (margin on PVNBP) remained almost stable,
from 2.89% of 2016 to 2.85% of 2017, owing to the good
production mix and reduction of the guarantees offe-
red. The new business value amounted to € 243 million
(-11.1%).

The combined ratio shows a 2.6 pps worsening arising
from the increase in claims following both the greater im-
pact of major claims and the increase in claims tied to
bad weather.
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France

Total
operating
result Life

€744 min P&C
(+6.0%) A&H

Market share

5.1%

Gross
written
premiums

€ 11,799 min
(+8.1%)

4.7%
6.3%

Generali France is a major player on the French market,
with a multi-channel distribution network approach of
agents, employed sales persons, brokers, financial advi-
sors, banks, direct channels and affinity groups. The va-
riety of the distribution channels reflects the features of
the market and of the type of products distributed. This
approach gained momentum after the Customer centric
reorganization occurred in 2014, based on the creation of
4 separate client areas (Individual, Affluent, Professional
& SME and Commercial). Another distinguishing element
of Generali in the territory is its leadership in the Internet
savings segment thanks to the excellence of the services
provided and its important partnerships.

In 2017, the French economy displayed signs of recovery
since the previous year, with estimated 1.9% growth of
GDP yearly in real terms as compared to the 1.1% of last
year. Although remaining at levels historically extremely
modest, the interest rates recorded a slight increase that
on the one hand reflects the growth of the GDP and, on
the other, a certain recovery of the inflation, in line with
what took place in the major European economies.

With reference to the financial markets, the performan-
ce of the 10-year OAT government bond was posted at
0.8% at year-end 2017 (0.7% year-end 2016). The stock
market recorded steady growth (CAC40 +9%) thanks to
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Ranking

Life
P&C
A&H

the recovery of the production activities and consump-
tion, but also supported by the considerable volume of
liquidity on the financial markets.

On the whole, following a particularly positive 2016 in
terms of demand, the sales of the Life insurance market
decreased slightly (-2%) in relation to highly differentia-
ted dynamics between the different products offered.
The traditional ones - En Euro policies - decreased by
11% as they were affected by the historically low level
of yields offered, while the unit-linked policies recorded
35% growth, reflecting the policy of searching for custo-
mers of a more satisfactory risk/yield mix.

The dynamics of the P&C segment (+2.4% versus +1.8%
of 2016) benefited from the economic recovery, although
in the midst of increasingly lively competition and a soft
phase in underwriting corporate business. The market
was struck by various natural catastrophes with foresee-
able negative consequences in the claims area.
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Life premiums

€211 nin

(n.s. change)

€ 9,279 min
(+10.4%)

€ 9,306 iy
(+9.7%)

In line with thw Group’s strategy, the growth in premiu-
ms is due to the dynamics of the unit-linked products
(+52.1%) and of the protection line (+6.1%) that more
than offset the decrease in traditional savings policies
(-2.5%), in a market context made difficult by the low in-
terest rate level. The considerable increase of the NBV is
due to the change in business mix and a profound revi-
sion of the new products in order to improve their profi-
tability.

Good growth of the PVNBP (+9.7%), driven by develop-
ment of the annual premiums (+9.1%) and the excellent
progression of the single premiums (+9.8%). With refe-
rence to the business lines, excellent production of the

P&C premiums

€ 2,520 min
(+0.2%)

Slight increase in P&C income thanks to the motor seg-
ment (+2.6%) by virtue of the actions aimed at increasing
both the number of policies in the portfolio and the ave-
rage premium. The non-motor segment (-2.0%) instead
suffered from the weak market conditions in commercial
and construction.
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Life OR

€ 607 min
(+2.3%)

unit-linked products (+55.7%) and good resilience of the
risk products (+3.0%) was seen, to the detriment of the
savings products (-7.3%).

Profitability (margin on PVNBP) recorded a sizeable in-
crease, from 0.33% of 2016 to 2.26% of 2017, mainly
thanks to the improved production mix in favour of
unit-linked products with high profitability and the con-
siderable reduction in guarantees offered on the savings
business (representing 40.2% of production). The new
business value amounted to € 211 million, also following
the reduction in taxes (from 34.43% to 28.92% starting
from 2020).

The reduction of the combined ratio reflects both impro-
vement of claims and that of the expense ratio because
of the measures taken in recent years, aimed at improving
the technical profitability of the segment.

Compared to 2016, the impact of CAT claims remained
unchanged.
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CEE includes Czech Republic (Cz), Poland (Pl), Hungary (Hu), Slovakia (Sk), Serbia,
Montenegro, Romania, Slovenia, Bulgaria and Croatia.

Gross
written
premiums

€ 3,600 min
(+1.3%)

Total
operating
result

€481 mn
(+4.3%)

Life market
share
Cz 24.8%

Hu:  10.2%
Sk: 1.7%
PI; 3.9%

P&C market
share

cz  32.4%
Hu:  19.1%
Sk: 11.2%
Pl: 3.7%

Ranking

Cz:
Hu:
Sk:
PI:

Generali CEE Holding is one of the biggest insurers in the
Central Eastern European market. The Group ranks first
in Hungary, second in the Czech Republic and Serbia,
third in Slovakia and among the top ten in the other
countries.

In terms of volumes, main insurance markets are Czech
Republic, Poland, Hungary and Slovakia. The contribution
of the minor markets has improved during the last years,
resulting in an increase of the premium income on the
total volume of the area.

Generali CEE is the best in the entire region and of the
Group by technical profitability, with a medium-long term
Combined Ratio at below 90%.

With reference to the Czech Republic, the most sig-
nificant financial market of the Region for the Generali

Group, the good performance of the macroeconomic
situation continued in 2017, especially in the job mar-
ket. In April 2017, the National Czech Bank announced
it was abandoning the cap at the exchange rate be-
tween Czech koruna and euro introduced in 2014 to
prevent excessive strengthening, which would have fu-
elled deflationary pressures. As a result, it introduced
an immediate fluctuation of the currency. Gradual re-
covery in the interest rates throughout the Region, to-
gether with the stock markets that are recording posi-
tive yields.

In 2017, insurance market volumes of the area declined
in Life premiums, due for the most part to single premium
policies, while there were positive developments in P&C
premiums, driven for the most part by motor insurance.
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Life premiums

€ 881 min € 97 min

(+20.9%)

1 ,454 min
.6%) (0.0%)

(-1

With reference to the Life premiums of the CEE countries,
savings products dropped (-3.6%, due to the performance
of single premium policies), only partly offset by the
positive development of the unit-linked products (+1.9%,
supported by the growth in single premium policies). The
trend of the Life premiums is explained by the slowdown
in income in the Czech Republic (-3.4%, due to the strong
competition between the main players of the market)
and in Poland (-1.0%, linked to the complex legislative
context and the company’s constant focus on greater
profitability of the insurance business). Premium income
in Slovakia is progressively growing (+7.7%), driven by
protection products, in line with Group strategy.

P&C premiums

€ 2,1 45 min
(+3.4%)

87.8%
(-1.7 pps)

The 3.4% increase in P&C income is attributable to both
segments. The motor segment (+3.2%) benefited from
the tariff policies on the existing portfolio, while the non-
motor segment recorded 3.6% growth, in line with the
Group strategy thanks to introduction of new home and
travel products in the major markets of the area.

Consolidated Non-Financial
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Life OR

€ 229 min
(-8.0%)

New business in terms of present value of new business
premiums (PVNBP) remained almost the same at € 881
million. At the business line level, unit-linked production
decreased (-4.1%) despite the good production of the
relevant single premiums (+11.4%), offset by the risk
business production (+4.3%).

The rise in profitability (margin on PVNBP) from 9.05%
of 2016 to 10.98% of 2017 is mainly explained by the
increase in the profitability of the risk business, which
represents 50.6% of production, higher than last year.
The increased profitability takes the new business value
to € 97 million (+20.9%).

The improvement of the combined ratio, which decreased
1.7 pps compared to 2016, is mostly due to the lower net
claims (-1.8 pps), thanks to the positive performance of
prior years. The expense ratio stayed stable compared
to the previous year (+0.1 pps), also benefiting from the
lasting cost reduction measures.
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Global Business Lines & International

In 2017, this business unit realised premiums amounting to € 16.3 billion and an operating result of € 1.2 billion. It is
also the largest in terms of size, comprising over 20 countries grouped into three regions (Asia, Americas and EMEA)
and four global business lines (GBL) of the Generali Group. The approach best suited to satisfying specific cluster of
our customers is developed through GBL, in particular:

— Global Corporate and Commercial (GC&QC): offers P&C insurance and services solutions to medium-large compa-
nies and brokers in over 160 countries around the world. Thanks to its solid global experience, knowledge of the
local markets and the corporate sector, the unit offers integrated and personalisable solutions in property, casualty,
engineering, marine, aviation and speciality risks. Through its experts in Multinational Programs, Claims and Loss
Prevention, GC&C guarantees companies the same level of assistance and protection over the world.

— Generali Employee Benefits (GEB): strategic business unit of the Group present in more than 100 markets that deals
with benefits for employees (local and expatriate), offering sophisticated solutions to multinational companies that
want to protect their human capital with Life, accident, disability and health coverage and pension products.

— Generali Global Health (GGH): offers health insurance coverage all over the world to companies, international orga-
nisations and individuals needing to gain access to the best medical treatment without geographical boundaries.
The products offered are distinguished by direct benefits and compensation, without prior disbursement by the
policyholder, a modular and flexible structure and access to its network of over 1 million healthcare facilities;

— EuropAssistance (EA): major global brand for the assistance services focussed on innovation.

Global Business Lines & International is one of the growth engines for the Generali Group. The sections regarding the
single regions are presented below.

EMEA includes Austria (At), Belgium, Greece, Guernsey, Ireland, Portugal, Spain (Es), Switzerland
(Ch), Tunisia, Turkey and Dubai.

Gross Total
written operating
premiums result

Life market P&C market Ranking
share share

Es: 3.3% Es: 4.5% Es:

Ch: 3.7% Ch: 5% Ch:
At 13.8% At 16.2% At

€ 8,688 mn M€ 896 min
(-2.5%) (+8.6%)

The Group’s main EMEA markets are Spain, Switzerland and Austria. In these territories the implementation of strategic
initiatives focused on improving client centricity and the quality of service offered is on-going, with the aim to develop
smart and innovative solutions in coherence with the Group strategy. An agreement to sell the entire stake in Generali
PanEurope was signed in December, and the sale of the assets that the Group held in the Netherlands was finalised in
February 2018. These transactions are part of the Generali Group’s strategy to readjust its geographical presence

Spain

Generali has been in Spain since 1834 and currently exercises its presence with Generali Espafa, a fully-owned sub-
sidiary, and through two bancassurance agreements in a joint venture with Cajamar (Life and P&C) that ensure the
Group exposure to the main Life distribution channel and continuous expansion in the P&C channel as well. Generali is
one of the main insurance groups in Spain, with a total market share of 3.3% in the Life segment and 4.5% in the P&C
segment. The Generali Espafia group offers a wide range of Life and P&C policies dedicated to private individuals and
companies, using a multi-channel distribution strategy including not only bank offices, but a network of agents and
brokers which is among the most extensive in Spain. Overall, the Group ranks 8th in the Spanish insurance market in
terms of total premiums.

With reference to the insurance market, the P&C segment continued to keep up its growth trend in 2017, also thanks



Our

Consolidated Non-Financial | Appendices to the Consolidated Financial
We, Generali performance

Statement Management Report Statements

Risk Report ‘ Outlook 67 ‘

to an overall macroeconomic recovery of the country. On the contrary, the Life market recorded a slow-down and
decrease both in savings products and protection products.

Switzerland

Generali has been operating in Switzerland since 1987 and over the following decade its presence was consolidated
by the acquisition and merger of many insurance companies. In accordance with the Group strategy, Generali Swit-
zerland focuses on the retail business and provides high quality and innovative services, through various distribution
channels: agents, brokers, financial advisors and direct channels. Generali Switzerland is the number eight insurance
group in terms of premium income in the Life and P&C segments. The Life market share is 3.7%, while that of the P&C
segment is 5%.

The Life insurance market recorded a slight decline, while the P&C market continued to grow, albeit weakly. More
in general, the Swiss economy has always proven solid, even following the Central Bank’s decision to abandon the
exchange rate floor. Following a period of stability in the beginning, in 2017 the Swiss currency slowly began to de-
preciate due to the euro appreciation (after the French elections), with the country’s desire to back export contribu-
ting. However, the inflation rate is still close to 0% and the domestic GDP hovers around 1% in spite of the forecast
progression for 2018.

Austria

Generali has been present in Austria since 1832, the year after the Company was established in Trieste. Generali
operates in the country through the insurance companies Generali Versicherung, BAWAG P.S.K. Versicherung and Eu-
ropdische Reiseversicherung. The multi-channel distribution strategy involves agents, brokers, financial advisors and
banks (BAWAG P.S.K. and 3Banken). The Group strategy is reflected in the confirmation of Austria as market leader
in the retail sector thanks to the focus on customers and on their needs and to the quality of services, offering simple
and innovative solutions. Generali was the third largest insurance operator in terms of written premiums, with a market
share of 13.8% in Life insurance and of 16.2% in P&C.

In general, a particularly complex economic situation marks the country and it is distinguished by low interest and
inflation rates, and an unemployment rate in line with 2016 levels. As for the insurance market, price competition is
very high, especially for the broker market, where a tendency to concentrate in pools is noted; difficulties in hiring a
new sales force are seen and the comparative web portals are growing.

Life premiums Life OR

4,356 min € 447 mn
(-6.8%) . (+22.8%) (+4.9%)

The trend in Life premiums is mainly explained by the slow-down of income in Spain (-10.1%) and in Switzerland
(-2.4%), and this is for the most part attributable to the fall in traditional savings products, in line with the Group’s
commercial strategy. Income from pure risk premiums experienced slight growth, especially in Spain and Austria.
New business in terms of PVNBP was down (-7.1%), following the reductions in Switzerland (-36.1%), Austria (-4.2%)
and Spain (-8.9%), with direct effects on the savings sector (-23.1%).

All'in all, productivity enjoyed a considerable increase, from 3.16% of 2016 to 4.13% of 2017, mainly following the
considerable reduction of traditional business (and of the financial guarantees offered) in favour of the risk business in
Austria and Spain. New business value increased to € 218 million (+22.8%).
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P&C premiums

€ 4,332 min € 486 min
(+2.3%) (+11.0%)

P&C premiums recorded slight growth in both segments, primarily due to Spain (+2.2%) and Austria (+2.8%). A drop
in the motor business (-4.4%) was recorded in Switzerland, partly due to the reduction of the average premium, in line
with the market context, and growth in the non-motor lines (+2.6%).

The improvement of the combined ratio is the result of the fewer claims recorded, in particular in Austria and Switzer-
land, and of the fewer costs, mainly in Spain.

Americas includes Argentina, Brazil, Colombia, Chile, Ecuador, Panama and the USA.

Gross Total Life market P&C market Ranking (Argentina)
written operating O share @ share
premiums result (Argentina) (Argentina)

Life 3rd

€1,420 min € 62 min 5.8% 5.9% P&C
(+8.3%) (-36.5%)

Argentina, where Generali ranks as the fourth operator, is the major market for the Group in this region. It is marked by a hi-
storically high inflation rate and a volatile financial situation, which has become accentuated following the political elections
at the end of 2015. Nonetheless, starting from the second half of 2016 the economy began to show signs of stabilisation
and opening up to the international markets; positive signals for the future of this key country on the Latin American conti-
nent. Its economy, and inflation in particular, are stabilising due to the measures taken by the government. In such a tough
scenario for the insurance business, the Group has implemented best practices in its Argentinian subsidiaries, enabling
them to stand out in terms of service quality and innovation. The company Caja is the market leader, not counting the busi-
ness lines where it does not operate (Workers Compensation and Annuities).

Brazil is the second most important country. Despite its systemic turmoil - a prolonged period of economic crisis and po-
litical instability from which the country appears to have left during 2017 - Brazil can boast an emerging middle class that
represents development potential for the insurance market in the years to come. The Group also operates in Chile,
Ecuador and the USA. During 2017, the sale of the shareholding in the Guatemala subsidiary was completed and agree-
ments were reached to sell Colombia and Panama and they will be finalised in 2018.

Life premiums Life OR

€ 292 min € 256 min € 42 min
(+14.7%) (-8.4%) (-16.9%)

Life volumes, mainly represented by protection products corresponding to 90% of total income, reported growth over
2016 (+14.7%) that was driven by Brazil’s performance (+37% owing to the contribution of new projects) and that of
Argentina (+20% arising from increased insured sums consequent to the impact of inflation on wages).

New business in terms of PVNBP is down (-8.4%), while profitability (margin on PVNBP) was 1.42% with the new bu-
siness value amounting to € 4 million®.

6 The NBV comes from the risk business in Argentina that for the first time was reported in 2017. After the Contract Boundaries rule was introduced, the Argentinian products
have been classified as new business since the first quarter of 2017, while they were previously measured inside the existing portfolio.
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P&C premiums

€ 1,1 28 min € 25 min 105.5%
(+19.2%) (56.9%) (+2.8 pps)

P&C income, 75% of which comes from motor policies, went up 19.2% mostly thanks to Argentina (representing
about 70% of the region) due to both the tariff adjustments resulting from the inflation and the higher number of
policies.

The combined ratio of the region was 105.5%, 2.8 pps worse than the previous year; this performance is attributable
mainly to the strengthening of the reserves carried out in Argentina.

Asia includes China, Indonesia, India, Hong Kong, Vietham, Thailand, the Philippines, Malaysia
and Japan.

Gross
written

premiums

Total Life market P&C market
operating O share share

result (Cina) (Cina)

Life
€39 min 7% 2.6%
(+21.0%)

€ 2,359 min
(-3.8%)

The group has been present in Asia since the 1980s. It is currently operating in China, Indonesia, the Philippines, Hong
Kong, Japan, Thailand, Vietnam, India and Malaysia. The companies present in these last two countries, as well as
China company operating in the P&C segment, are not consolidated line-by-line as the relative shareholdings are not
controlling. Hong Kong is also home to the regional office, which coordinates the entire area’s activities.

The Life income comes from China, Indonesia, Hong Kong, the Philippines, Thailand, Vietnam and India, and is con-
centrated primarily in the savings and protection segments and, to a lesser extent, the unit-linked segment. The P&C
income, on the other hand, comes from China, India, Malaysia, Hong Kong, Thailand and Japan, with a premium volu-
me which is in any event limited with respect to total income in the Region.

The banking and agency channels are enjoying rapid development, especially in China, and are the main distribution
channels. The direct channel is still in the initial phases of development in China and Thailand. The main contributor in
terms of sales and profit in the Region is the Chinese Life company, Generali China Life, a joint venture with the local
partner CNPC, which today has become one of the top foreign insurance groups on the market.

Recently, the most significant transactions were the creation in July 2016 of a new Life company in Hong Kong, spe-
cialised in the High Net Worth segment, added alongside the branch and the regional office. The joint venture in the
Philippines with the partner Banco De Oro was also closed in mid-2016, and at the same time a new company 100%
owned by the Generali Group operating in the Group Life and Employee Benefits business was created. At the end of
2014 the Group entered the Malaysian market through an agreement with Multi-Purpose Capital Holdings Berhad (a
wholly owned subsidiary of the Malaysian group headed by MPHB Capital) to acquire 49% of the P&C insurance firm
Multi-Purpose Insurance Berhad (MPIB), with the option to exercise a call option on the additional 21% of MPIB in the
future. Thus, the Generali Group would hold a 70% stake in the company, the maximum allowed for foreign companies
in Malaysia.

Life premiums Life OR

€ 2,001 mn € 140 min € 78 min

2,1 55 min
3 (+6.0%) (n.s. change) (+14.2%)

(-4.3%)
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P&C premiums

€ 204 min € -7 mhn
(+3.0%) (varn.s.)

103.8%
(+3.3 pps)

Total premiums dropped by 3.8% at the end of 2017 (Life -4.3%, P&C +3.0%), basically due to several extraordinary
effects that occurred in 2016, including the formation of a new company operating in the Life segment, whose un-
derwritten business settled at levels below the initial ones following some delays in the process of approving products
with the banking partners and a change in distribution strategy (from exclusive brokers to multibrokers), to resume
momentum only starting from mid-2017.

The Life segment is driven by China, and more specifically by the savings products, even if the other countries also
are demonstrating positive growth.

New business in terms of PVNBP is up (+6.0%) in all the countries; in particular, China (+14.1%) and Thailand (+58.9%)
are enjoying good increases. With reference to the business lines, excellent development of the risk products (+75.1%)
and good progress of the unit-linked products (+24.0%) was seen, at the same time the savings products decreased
(-28.7%).

Profitability (margin on PVNBP) recorded a considerable increase, from 2.31% in 2017 to 7.00% in 2018, above all
thanks to China that improved the business mix, with a resulting reduction of the guarantees offered on the savings
business, and to improvement of the economic situation. The new business value amounted to € 140 million.

The P&C segment instead sustained the negative impact of CAT claims due to the corporate line of Hong Kong, brin-
ging about an increase in the combined ratio of the region.

Global Lines

Global Corporate and Commercial

Created to develop P&C products and services for medium-large companies, Generali Global Corporate & Commer-
cial offers complete insurance solutions to customers and intermediaries in over 150 countries through nine main
offices in Europe, Asia and the Americas. With its global network of more than 1000 dedicated professionals and over
100 risk control experts, Generali Global Corporate & Commercial presents an integrated offer of insurance solutions
that includes property, casualty, engineering, marine, aviation, cyber, financial risks and multinational programmes,
generating a total premium volume of € 1.9 billion in 2017. From a technical viewpoint, the year’s performance was
positive even though it was influenced by the occurrence of several CAT claims and the ongoing soft phase of the
global corporate market marked by tariff pressures, tensions on the margins and heavy competition, above all in the
property, casualty and engineering segments.

EuropAssistance

Major global brand for private assistance, this Group is specialised in offering insurance coverage and services in the
travel, motor, home and family, and healthcare sectors. With over 300 million customers, Europ Assistance sets its go-
als on innovation and new markets, like that of Senior Care. The total income of the EA Group, calculated locally and
including not only the gross written premiums but also revenue for assistance services and other activities, totalled €
1.6 billionin 2017. In 2017, the Group continued to pursue a growth strategy in both volumes and margins, considering
that positive one-off effects linked to the sale of a non-core business unit were recorded the previous year.
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Generali Employee Benefits

GEB is an integrated network that offers services for multinational company employee benefits consisting of pure risk,
Life and health coverage and pension plans for both local and expatriate employees. Present in over 100 countries
and with more than 400 coordinated multinational programmes (of which at least 40 captives), GEB today is the mar-
ket leader for multinational companies with a premium volume of € 1.3 billion. GEB improved its performance in 2017
- and especially its technical performance - thanks to a successful Pool products (characterised by the centralisation
of the customer’s international risks) campaign.

Generali Global Health

Generali Global Health (GGH) was created in 2015 as the brand and business unit of the Generali Group dedicated
to the International Private Medical Insurance (IPMI) segment. Its premium income for the entire insurance market
amounted to more than € 10 billion in premium at the global level, and compound annual growth of 13%.

More specifically, GGH realised a premium volume of € 0.1 billion in 2017 (+60% in 2016), in line with its strategic plan
of becoming leader of the IPMI market by 2023.

GGH is distinguished by the innovative nature of its products and services, and by the high degree of digitalisation of
processes. These features have already been acknowledged by the market, which awarded the company the title of
Most Innovative Health Insurer at the recent 2017 International Insurance Forum.
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Investments, Asset & Wealth Management

Total revenues Cost/Income Net operating
of the Business ratio income of the
Unit Business Unit

€ 922 min 49% € 468 min
(+45.7%)

Coherently with the Group asset management strategy
announced in May 2017, the business unit was establi-
shed in order to unify in a single entity the Group’s units
operating in investments, asset management and wealth
management. The ambition of the new business unit lies
in expanding the customer base (mostly captive at the
moment) to third—party clients, transforming the asset
management arm of the Group from an insurance ser-
vices provider in a foremost player in the asset manage-
ment industry.

The move, announced in 2017, towards a leaner, more

efficient and more modern organizational structure, will

allow the Group to:

— exploit cross-selling and rationalization opportunities
in order to reach a broader customer base increasing
the weight of third-party customers, and to change the
business mix by shifting to more capital-light products.
One such example is the launch of the Liability-Driven
Investment Solutions, which aims to offer insurance in-
vestments advisory services, internally developed, to
external institutional clients;

— create a solid and lean platform that facilitates the de-
velopment of the Multi-boutique model, which consists
in the creation of asset&savings management firms in

6ooony  OUr
& people

1,860

partnership with expertise on niche asset classes and
guarantees the interests alignment between the Bouti-
ques’ management and the Group, alongside with limi-
ted risk for our shareholders.

The new business unit operates in three areas:

1.Investment Management: implementation of Asset Lia-
bility Management (ALM) and Strategic Asset Alloca-
tion (SAA) models for Group Insurance Companies;

2.Asset Management: asset management services tar-
geted mainly at insurance clients, with the goal to wi-
den the client base to third-party customers, both insti-
tutional (such as pension funds and foundations) and
retail;

3.Wealth Management: financial advisory and wealth
protection services offered to private clients, mainly
through Banca Generali Group.

The business unit’s Europe-based Assets under Mana-
gement amounted to € 447 billion at year-end 2017. Its
net income increased from € 84 million at year-end 2016
to € 152 million at year-end 20177, in line with the an-
nounced 2020 target.

7 Data including net income attributable to non-controlling interests; including Generali Investment CEE’s and Generali Alapkezelo’s contribution.
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Performance and financial position by segment
Life segment
Gross written premiums and net cash inflows (€ min) PVNBP (€ min)
48,400
47,788
45,429 46,605
31/12/2017 31/12/2016 31/12/2017 31/12/2016
M Gross written premiums M Net cash inflows
Operating result (€ min) NBV (€ min)
31/12/2017 3,141 31/12/2017 1,820
31/12/2016 3,084 31/12/2016 1,193

e Premiums at € 47.8 billion (-1.0%), consistent with the policy of more selective underwriting

and rebalancing of the portfolio

e Excellent net cash inflows, at more than € 9.7 billion (-17.1%)

¢ New business value (NBV) showing a strong improvement at € 1,820 million (+53.8%) and
NBM at 4.01% (2.56% at 31 December 2016), in line with the target of creating long-term

value

e Operating result of € 3,141 million, growth of 1.8% thanks to the development of the net

investment result
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Gross written premiums and new business development

Gross written premiums in the Life segment, including
premiums related to investment contracts, amounted to
€ 47,788 million, a 1% decrease over the previous year.
In line with the strategic objective of continuing the more
selective underwriting policy, the sale of savings pro-
ducts decreased 11.6%, above all in ltaly (-13.5%), Asia
(-28.4%), Germany (-10%), Spain (-18.2%) and France
(-2.5%).

The scheduled rebalancing in favor of products offering
better risk-return terms brought about an increase in both
unit-linked products (+22.4%) widespread in the Group’s
areas of operations and especially in ltaly (+57.3%) and
France (+52.1%) and in the protection line (+7.0%), whi-
ch show an overall increase in the Group countries.

Group written premiums by line of business at 31 December 2017

25,186 (54%)

Savings and Pension

12,970 (28%)

Unit/index linked

8,651 (18%)

Protection

Group written premiums by line of business at 31 December 2016

28,651 (61%)

Savings and Pension

10,616 (22%)

Unit/index linked

8,046 (17%)

Protection

Net cash inflows remained at the top market levels, rea-
ching € 9,718 million. The performance (-17.1%) particu-
larly reflects the decrease recorded in Italy (-20.8%) that
was mainly due to the greater payments coming from
surrenders, together with the above-mentioned decrease
in premium income caused by the underwriting and reba-
lancing policies mentioned above. International income
was also down (-57.9%), demonstrating a reduction in
income, particularly in Asia and EMEA, together with gre-
ater payments.

New business in terms of present value of new bu-
siness premiums (PVNBP) amounted to € 45,429 mil-
lion, down by 2.3%, in both the single premium (-2.8%)
and the annual premium policies (-2.6%). With reference
to the business lines, unit-linked production rose shar-

ply (+28.7%) and the protection line improved slightly
(+3.0%). Savings and pension line premiums recorded a
significant decrease (-19.0%) due to the Group’s schedu-
led actions aimed at reducing business subject to finan-
cial guarantees.

The new business value (NBV) improved significantly
(+58.8%), standing at € 1,820 million (€ 1,193 million at
31 December 2016).

Profitability (margin on PVNBP) rose significantly by 1.46
pps to 4.01% (2.56% at 31 December 2016), of whi-
ch +1.12 pps primarily due to the refocusing of sales
towards the unit-linked and pure risk business and the
effective recalibration of financial guarantees, and +0.34
pps arising from the economic environment better than
last year.
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12.000

10.000

3,141

8.000

3,084

6.000

4.000

2.000

-2.000

-4.000

-4,936

-6.000

-4,890

31/12/2017

[ Expenses W Investment result M Technical Margin

31/12/2016

The Life operating result came to € 3,141 million, up 1.8%
over the € 3,084 million of year-end 2016. The develop-
ment of the investment result was particularly positive. It
was offset in part by the decrease of the technical margin
net of acquisition and administration costs.

Technical margin

Life segment operating result: technical margin

The Life operating return on investments® stood at 0.75%
(0.75% at 31 December 2016), despite the current con-
text of low interest rates.

(€ million) 31/12/2017 31/12/2016 Change
Technical margin 5,867 5,895 -0.5%
Net earned premiums 44,943 45,498 -1.2%
Fee and commission from financial service activities 136 141 -3.3%
Net insurance claims adjusted for financial interests and bonuses credited to

policyholders -39,585 -40,049 -1.2%
Other insurance items 373 305 22.5%

The technical margin®, which totalled € 5,867 million, showed a slight decrease due to the positive results on some

portfolios recorded in 2016 and not repeated this year.

This margin does not include the insurance expenses, reported under the item insurance and other operating expen-

Ses.

8 Please refer to the Glossary in the Appendix to Management Report section for more details on the way the indicator was calculated.

9 Please refer to the Methodological note on alternative performance measures for more details on the calculation of this indicator.
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(€ million) 31/12/2017 31/12/2016 Change
Net investment result 2,209 2,080 6.2%
Operating income from investments 15,622 12,918 20.9%
Net income from investments 11,683 11,290 3.5%
Current income from investments 10,953 11,243 -2.6%
Net operating realized gains on investments 1,946 1,668 16.7%
Net operating impairment losses on investments -251 -706 -64.5%
Other operating net financial expenses -966 -916 5.5%
Net income from financial instruments at fair value through profit or loss 3,938 1,628 n.m.
Net income from financial instruments related to unit and index-linked policies 4,107 1,707 n.m.
Net other income from financial instruments at fair value through profit or loss -169 -79 n.m.
Policyholders' interests on operating income from own investments -13,412 -10,839 23.7%

The net investment result, amounting to € 2,209 million,
was up (+6.2%) on the € 2,080 million recorded at 31
December 2016.

This performance was particularly brought about by the
growth in net realized gains and reduced net impairment
losses. This was partially offset by the decrease in cur-
rent income from investments in equity and bonds due to
continuation of the low interest rates in general.

In detail:

— current income from investments - which also inclu-
de the current income from investments at fair value
through profit or loss - fell to € 10,371 million (€ 10,672
million at 31 December 2016), while the related profi-
tability, calculated on the basis of the book value of
the investments, was slightly down to 3.1%. In more
detail, the current income from fixed income instru-
ments fell from € 9,734 million at 31 December 2016
to € 9,528 million. The current income in the equity line
was down, falling from € 520 million at 31 December
2016 to € 462 million. Finally, current income from in-
vestment properties was slightly up, at € 566 million
(€ 543 million in 2016);

— net operating realized gains on investments stood at
€ 1,946 million (€ 1,668 million at 31 December 2016)
against higher realized gains on all asset classes, in
part coming from the planned Asset & Liability Mana-
gement activities;

— net operating impairment losses on investments de-
creased from € -706 million at 31 December 2016 to
€ -251 million; this performance mainly reflects lower
impairments on equity and bond instruments following
the positive performance of the markets in the last
year;

— other operating net financial expenses, which inclu-
des interest expense related to operating debt and in-
vestment management expenses, amounted to € -966
million (€ -916 million at 31 December 2016);

- net income from financial assets and liabilities re-
lated to unit-linked and index-linked policies fell
from € 1,707 million at 31 December 2016 to € 4,107
million. This trend was affected by the change in value
of the investments against the positive performance
of certain financial markets with respect to the corre-
sponding period of the previous year;

- net income from other financial instruments at fair
value through profit or loss amounted to € -169 mil-
lion (€ -79 million at 31 December 2016). The change
is mainly due to the effect of exchange rates.

The policyholders’ interests on operating income
from own investments went from € -10,839 million at
31 December 2016 to € -13,412 million, up from the cor-
responding period of the previous year, mainly due to the
related growth of the income from financial instruments
at fair value through profit or loss associated with linked
contracts.
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Insurance and other operating expenses
Life segment operating result: total insurance and other operating expenses
(€ million) 31/12/2017 31/12/2016 Change
Insurance and other operating expenses -4,936 -4,890 0.9%
Acquisition and administration costs related to insurance business -4,817 -4,820 -0.1%
Net other operating expenses -119 -70 68.9%

The insurance and other operating expenses increased
from € -4,890 million at 31 December 2016 to € -4,936
million.

More specifically, acquisition and administration costs
related to insurance business stood at € -4,817 million,
basically in line with last year. Acquisition costs, which to-
talled € -3,803 million, fell by 1.3%, reflecting the general
decrease in the different countries where the Group ope-
rates. They are particularly rising in France consistently
with the trend in premiums, and in Asia following the tar-
geted changed business mix of the portfolio, while they
are decreasing in Germany, CEE and EMEA. Administra-
tion costs rose, amounting to € -1,014 million (+4.8%).

Non-operating result

The non-operating result of the Life segment went from
€ -460 million at 31 December 2016 to € -299 million due
to the increase in the non-operating result of investments,
reflecting the lower net impairment losses, which stood
at € -118 million (€-246 million at 31 December 2016) as
well as higher realized gains (€ 26 million compared to
€ 3 million at 31 December 2016).

The ratio of the acquisition and administration costs to
volume stood at 10.2% (10.1% at 31 December 2016).
Finally, the percentage of the total administration costs
related to insurance business to the average insurance
provisions stayed substantially stable at 0.27%.

The other operating items rose to € -119 million due to
the higher net expense. This item also includes the brand
royalties paid by the companies in this segment to the
Parent company for marketing and global branding acti-
vities.

The other non-operating income and expenses de-
creased, amounting to € -206 million (€ -216 million at
31 December 2016), of which € -60 million related to the
amortization of the value of acquired portfolios (€ -87 mil-
lion at 31 December 2016).
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Other information on the Life segment

Life segment operating result

(€ million) 31/12/2017 31/12/2016 Change
Life segment operating and non operating result 3,141 3,084 1.8%
Net premiums 44,943 45,498 -1.2%
Net insurance benefits and claims -52,945 -50,954 3.9%

of which change in the provisions for unit and index-linked policies -8,557 -3,406 n.s.
Acquisition and administration costs -4,756 -4,749 0.1%

Acquisition and administration costs related to insurance business(*) -4,756 -4,749 0.1%

Other acquisition and administration costs -0 -3 n.s.
Net fee and commission income and net income from financial service activities 74 67 10.8%
Net operating income from financial instruments at fair value through profit or loss 4,266 2,070 n.m.

of which net income from financial assets and liabilities related to unit and

index-linked policies 4,107 1,707 n.m.
Net operating income from other financial instruments 11,355 10,848 4.7%

Interest income and other income 10,625 10,800 -1.6%

Net operating realized gains on other financial instruments and land and

buildings (investment properties) 1,946 1,668 16.7%

Net operating impairment losses on other financial instruments and land and

buildings (investment properties) -251 -706 -64.5%

Interest expense on liabilities linked to operating activities -188 -164 14.5%

Other expenses from other financial instruments and land and buildings

(investment properties) -777 -751 3.5%
Net other operating expenses(**) 202 303 -33.4%
Life segment non-operating result -299 -460 -34.9%
Net non-operating income from other financial instruments -93 -244 -61.9%

Net non-operating realized gains on other financial instruments and land and

buildings (investment properties)(***) 26 3 n.m.

Net non-operating impairment losses on other financial instruments and land

and buildings (investment properties)(***) -118 -246 -51.9%
Net other non-operating expenses -206 -216 -4.5%
Life segment earnings before taxes 2,841 2,625 8.3%

(*) Commissions related to investments contracts, which amounted to € -99 million (€ -74 million at 31 December 2016), are included in net fee and commission income and net
income from financial service activities.

(**) At 31 December 2017 the amount is net of operating taxes for € 52 million and of non-recurring taxes shared with the policyholders in Germany for € -54 million (at 31
December 2016 for € 64 million and € 79 million, respectively).
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Life segment indicators by country
(€ million) Gross written premium Net cash inflows PVNBP
31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
Italy 17,299 17,911 5,703 7,197 19,116 19,758
France 9,279 8,405 959 438 9,306 8,482
Germany 12,297 12,576 1,784 1,560 8,529 9,447
Central Eastern Europe 1,454 1,448 434 501 881 865
International 7,440 8,037 838 2,102 7,598 8,053
EMEA 4,356 4,698 185 664 5,283 5,717
Spain 936 1,041 -232 -68 993 1,090
Austria 1,111 1,127 -107 -256 1,113 1,163
Switzerland 1,073 1,122 457 481 402 650
Other EMEA 1,236 1,408 67 508 2,774 2,814
Americas 292 272 121 114 256 269
Asia 2,155 2,380 494 1,256 2,001 1,988
Europ Assistance 0 0 0 0 - -
Other 637 687 37 67 58 79
Group Holding and other companies 19 23 0 -5 - -
Total 47,788 48,400 9,718 11,793 45,429 46,605
Life segment direct premiums by line of business and by country
(€ million) Savings and Pension Protection Unit/index linked Total
31/12/2017  31/12/2016  31/12/2017  31/12/2016 ~ 31/12/2017  31/12/2016  31/12/2017  31/12/2016
Italy 13,181 15,232 264 230 3,854 2,450 17,299 17,911
France 4,291 4,400 1,867 1,759 2,696 1,773 8,854 7,931
Germany 3,951 4,392 4,326 4,191 4,020 3,993 12,297 12,576
Central Eastern Europe 695 705 335 335 425 409 1,454 1,448
International 3,065 3,921 1,851 1,524 1,975 1,991 6,891 7,436
EMEA 1,738 2,018 885 861 1,728 1,814 4,351 4,693
Spain 656 801 223 215 58 25 936 1,041
Austria 522 541 369 352 221 234 1,111 1,127
Switzerland 203 217 139 146 730 759 1,073 1,122
Other EMEA 357 459 154 147 719 797 1,231 1,403
Americas 27 33 263 236 0 0 290 269
Asia 1,301 1,799 608 403 247 177 2,155 2,380
Europ Assistance 0 0 0 0 0 0 0 0
Other 0 7 95 24 0 0 95 95
Group holding and other
companies 3] 3 9 8 0 0 11 1

Total direct written
premiums 25,186 28,651 8,651 8,046 12,970 10,616 46,807 47,313
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(€ million) Operating Result NBV
31/12/2017 31/12/2016 31/12/2017 31/12/2016
I[taly 1,246 1,305 903 579
France 607 593 211 28
Germany 526 457 243 273
Central Eastern Europe 229 249 97 78
International 659 645 367 235
EMEA 447 426 218 181
Spain 131 129 98 60
Austria 62 65 50 28
Switzerland 199 165 15 50
Other EMEA 55 67 56 42
Americas 42 50 4 -
Asia 78 69 140 46
Other 92 100 5 8
Group Holding and other companies -126 -163 - -
Total 3,141 3,084 1,820 1,193
Financial position of Life segment
Investments
Life segment investments
(€ million) 31/12/2017 Impact (%) 31/12/2016 Impact (%)
Equity instruments 12,685 3.6% 13,089 3.8%
Fixed income instruments 312,976 89.1% 311,323 90.0%
Bonds 287,320 81.8% 284,936 82.3%
Other fixed income instruments 25,656 7.3% 26,387 7.6%
Land and buildings (investment properties) 10,154 2.9% 10,023 2.9%
Other investments 5,815 1.7% 4,743 1.4%
Investments in subsidiaries, associated companies and
joint ventures 4,120 1.2% 3,917 11%
Derivatives 980 0.3% 197 0.1%
Other investments 715 0.2% 629 0.2%
Cash and cash equivalents 9,787 2.8% 6,910 2.0%
General accounts investments 351,417 100.0% 346,090 100.0%
Investment back to unit and index-linked policies 75,372 21.4% 67,340 19.5%
Total investments 426,789 413,430

At 31 December 2017, total investments in the Life seg-
ment showed a 3.2% increase over 31 December 2016,
amounting to € 426,789 million. Group investments
amounted to € 351,417 million (+1.5%), while the in-
vestments related to the unit/index linked investments
amounted to € 75,372 million (+11.9%).

The exposure in absolute terms towards fixed income in-
struments is up, standing at € 312,976 million (€ 311,323
million at 31 December 2016), with an incidence however
increasing from 90.0% to 89.1%, while exposure to eg-
uity instruments decreased to € 12,685 million (€ 13,089
million at 31 December 2016). Investment properties of
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the Group in terms of book value rose to € 10,154 million
(€ 10,023 million at 31 December 2016). Finally, there was
an increase in cash and cash equivalents in both absolute
and incidence terms standing at 2.8% (2.0% at 31 De-
cember 2016).

With reference to the breakdown of the bond investment
portfolio, exposure to government bonds was slightly up,
standing at € 162,150 million (€ 155,102 million at 31 De-
cember 2016), amounting to 56.4% of the bond portfolio
(54.4% at 31 December 2016). The change for the period

Life segment return on investments

Consolidated Non-Financial

Consolidated Financial
Statements
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o |

is due to the purchases made during the period, which
are partially offset by the reduced value.

Corporate bonds also decreased to € 125,170 million
(€ 129,834 million at 31 December 2016), equal to 43.6%
(45.6% at 31 December 2016). This performance was
mainly due to net sales carried out during the year.

Lastly, the average duration of the bond portfolio is 8.8
years (8.4 years at 31 December 2016), in line with the
Group’s ALM strategy.

3112/2017 31/12/2016
Current return (*) 3.1% 3.2%
Harvesting rate 0.7% 0.2%
P&L return 3.4% 3.3%

(*) Net of depreciations.

The current net current return from investments in the Life segment recorded a slight decline, falling from 3.2% at 31
December 2016 to 3.1% with the relative current income decreased to € 10,818 million (€ 11,113 million at 31 De-
cember 2016).

The contribution to the result for the period from the harvesting transactions increased at 0.7% (0.2% at 31 December

2016).

Life segment insurance provisions

386.0 8.1 388.7
400 76 ]
Linked Ly — Linked
350 781 75.4
300
250
200 Traditional Traditional
150 S0zt 3132
100
50
0
31/12/2016 Change in Change of traditional Change of linked 31/12/2017

The technical provisions and financial liabilities of the life
segment - not including deferred liabilities towards poli-
cyholders - amounted to € 388,660 million; the increase
with equivalent consolidation area of +4.2% reflects the
increase in reserves for the traditional portfolio (+2.5%
equivalent consolidation area) as well as the linked por-
tfolio (+12.1% equivalent consolidation area), and bene-

fits from the combined effect of net inflows and financial
market trends reflected in the trend of the unit-linked re-
serves.

Finally, deferred policyholders’ liabilities stood at € 21,231
million (€ 23,882 million at 31 December 2016), reflecting
the change in the value of the investments, particularly in
government bonds.
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Property&Casualty segment

Gross written premiums (€ min) Operating result (€ min)
2,073
1,972
31/12/2017 31/12/2016

Combined ratio

92.8%

92.3%

65.0% 65.0%

Combined ratio Loss ratio Expense ratio
W 31/12/2017 M 31/12/2016

lines.

peers, despite the 2.1 pps arising from the catastrophe claims.

Gross written premiums grew (+1.7%) thanks to the positive performance of both business

Operating result at € 2 billion (-4.9%), including € 416 million in catastrophe claims.

Group CoR was excellent at 92.8% (+0.5 pps), which placed us in first place amongst our
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Performance of the Property&Casualty segment

Premiums development

Gross written premiums in the P&C segment confir-
med the development seen during the year, standing at
€ 20,749 million. Growth of 1.7% is attributable to deve-
lopment of the motor segment (+3.0%) driven by Ger-
many (+4.2%), CEE countries (+3.2%), Americas region
(+25.7%), France (+2.6%) and Spain (+3.8%), which
more than offset the drop in motor premium income in
ltaly (-4.5%) after the average premium fell and after the
measures taken to recover the returns of the portfolio.

Also non-motor premium income is up (+0.9%) as it
mainly benefits from development in the CEE countries
(+3.6%), in the EMEA region (+2.6%) and in Europ Assi-
stance (+10.8%), while Italy, even if it is recovering from
the drop seen in 2017, is down by 1.8%, mostly due to
the reduction in income of the Global Corporate & Com-
mercial lines, and France by 2% because of the weak
market conditions in commercial and construction.

Group written premiums by line of business
at 31 December 2017

8,054 (40%)

Motor

11,962 (60%)

Non-motor

Group written premiums by line of business
at 31 December 2016

7,887 (40%)

Motor

11,880 (60%)

Non-motor

Operating result

2,500.0
1,972

2,000.0

1,500.0

1,000.0

500.0

0.0

-500.0
31/12/2017

31/12/2017

[ Other operating items M Investment Result M Technical Result

The P&C operating result stood at € 1,972 million (€ 2,073 million at 31 December 2016). The decrease observed
(-4.9%) is mainly influenced by the increased impact of catastrophe claims for € 124 million.

The P&C operating return on investments was 5.0% (5.2% at 31 December 2016).
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(€ million) 31/12/2017 31/12/2016 Change
Technical result 1,297 1,402 -1.5%
Net earned premiums 19,661 19,446 1.1%
Net insurance benefits and claims -12,784 -12,640 1.1%
Net acquistion and administration costs -5,469 -5,316 2.9%
Other net technical income -1 -87 27.4%

The technical result stood at € 1,297 million, down com-
pared to 31 December 2016 (-7.5%). This result includes
the impact of catastrophe claims for about € 416 million,
which mainly came from the US hurricanes and from the
storms that struck Central Europe. Similar events had an
impact of approximately € 293 million at 31 December

Technical indicators

2016. The technical margin was negatively affected also
by the increase in the acquisition costs following deve-
lopment of the premium volume previously remarked on,
while the administration expenses decreased.

(€ million) 31/12/2017 31/12/2016 Change
Combined ratio 92.8% 92.3% 0.5
Loss ratio 65.0% 65.0% 0.0
current year loss ratio excluding natural catastrophes 68.6% 69.3% -0.8
natural catastrophes impact 2.1% 1.5% 0.6
prior year loss ratio -5.6% -5.8% 0.2
Expense ratio 27.8% 27.3% 0.5
Acquisition cost ratio 22.3% 21.5% 0.8
Administration cost ratio 5.5% 5.8% -0.3

The Group combined ratio stood at 92.8% (+0.5 pps
compared to 31 December 2016); the change is entirely
due to the performance of the acquisition costs rate.
With reference to overall claims, which remains steady at
65%, current non-catastrophe claims improved 0.8 pps
due to the improvement recorded in both business seg-
ments. The prior year loss ratio stood at -5.6%, down
0.2 pps compared to 31 December 2016. As usual, the
Group maintained its prudent reserving approach, con-
firmed by the reserving ratio of 150%. The percentage
of catastrophic claims was 2.1% compared to 1.5% in
2016.

Net acquisition and administration costs amounted to
€ 5,469 million (€ 5,316 million at 31 December 2016). In
detail, the acquisition costs increased to € 4,381 million

(+4.6%), reflecting the increased costs resulting from the
growth in premiums recorded in the Central-Eastern Eu-
ropean countries and in France, and the increase in Ger-
many, in the Americas and in EA following higher com-
missions in the travel business in Ireland and Spain. The
ratio of acquisition costs to net earned premiums there-
fore increased to 22.3% (21.5% at 31 December 2016).

The administration costs of € 1,089 million on the other
hand dropped by 3.7%, thanks to the reductions seen
in EA and the Americas. The ratio of costs to net earned
premiums was down at 5.5% (-0.3 pps).

Therefore, the expense ratio stood at 27.8% (27.3% at
31 December 2016).
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Investment result
Property&Casualty operating result: investment result
(€ million) 31/12/2017 31/12/2016 Change
Investment result 940 968 -2.9%
Current income from investments 1,224 1,252 -2.2%
Other operating net financial expenses -285 -284 0.3%

The investment result in the P&C segment amounted
to € 940 million, down compared to 31 December 2016
(-2.9%). In particular the current income from invest-
ments amounted to € 1,224 million (€ 1,252 million at 31
December 2016); this decrease is mainly attributable to
the continuing context of low interest rates. However, the
actions by the Group meant that it could achieve a cur-
rent return of 3.1% (3.2% at 31 December 2016).

The change in current income is primarily attributable to the
decline in income from fixed income instruments that fell
from € 813 million at 31 December 2016 to € 762 million.

Current income from investment properties - net of de-
preciation - was stable at € 218 million (€ 220 million at
31 December 2016).

Income from investments in equity instruments increa-
sed compared to last year, up from € 86 million at 31
December 2016 to €114 million.

Non-operating result

The non-operating result of the Property&Casualty seg-
ment considerably improved to € -36 million (€ -250 mil-
lion at 31 December 2016).

In particular, the non-operating result for financial ma-
nagement was up due to the lower losses on bond and
equity investments, which fell from € -262 million at 31
December 2016 to € -135 million, and to lower net reali-
zed gains, which fell from € 400 million to € 290 million at
31 December 2017.

Net income from financial instruments at fair value throu-
gh profit or loss increased, amounting to € 11 million

Other operating net financial expenses, which includes
interest expense related to operating debt and invest-
ment management expenses, are in line with last year at
€ -285 million (€ -284 million at 31 December 2016).

Other operating items

Other operating items of the Property&Casualty seg-
ment, which primarily include non-insurance operating
expenses, depreciation and amortization of tangible
assets and multi-annual costs, provisions for recur-
ring risks and other taxes, were down to € -264 million
(€ -297 million at 31 December 2016) mainly due to
lower operating allocation to the risk provisions.

(€ -110 million at 31 December 2016), while the other
non-operating income and expenses decreased to €
-202 million (€ -279 million at 31 December 2016), of whi-
ch € -45 million related to the amortization of the value of
acquired portfolios (€ -51 million at 31 December 2016).
This performance is basically attributable to the higher
restructuring costs - for the most part in Germany - on
the one hand, and on the other it benefits from € 196 mil-
lion in income from the sale of the P&C portfolio in run-off
of the English branch last December.



‘ 86 ‘ Generali Group Annual Integrated Report and Consolidated Financial Statements 2017

Other information on the Property&Casualty segment

Property&Casualty segment operating and non operating result

(€ million) 31/12/2017 31/12/2016 Change
Property&Casualty operating result 1,972 2,073 -4.9%
Net earned premiums 19,661 19,446 1.1%
Net insurance benefits and claims -12,804 -12,663 1.1%
Acquisition and administration costs -5,472 -5,319 2.9%
Acquisition and administration costs related to insurance business -5,469 -5,316 2.9%
Other acquisition and administration costs -3 -2 14.7%
Fee and commission income and income from financial service activities -0 0 n.s.
Net operating income from financial instruments at fair value through profit or loss 85 87 -1.5%
Net operating income from other financial instruments 873 903 -3.3%
Interest income and other income 1,139 1,165 -2.2%
Interest expense on liabilities linked to operating activities -64 -83 -23.3%
Other expenses from other financial instruments and land and buildings
(investment properties) -202 -179 12.8%
Net other operating expenses =372 -381 -2.3%
Property&Casualty non-operating result -36 -250 n.m.
Net non-operating income from financial instruments at fair value through profit or
loss 1 -110 n.m.
Net non-operating income from other financial instruments 155 139 11.9%
Net realized gains on other financial instruments and land and buildings
(investment properties) 290 400 -27.4%
Net impairment losses on other financial instruments and land and buildings
(investment properties) -135 -262 -48.3%
Net other operating expenses -202 -279 -27.8%

Property&Casualty earnings before taxes 1,936 1,823 6.2%
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Property&Casualty segment indicators by country
(€ million) Gross written premiums Operating result
31/12/2017 31/12/2016 31/12/2017 31/12/2016
Italy 5,537 5,701 651 714
France 2,520 2,514 155 137
Germany 3,708 3,651 327 428
Central Eastern Europe 2,145 2,041 249 204
International 6,775 6,539 520 597
EMEA 4,332 4,262 486 438
Spain 1,490 1,461 162 168
Austria 1,481 1,441 211 169
Switzerland 744 761 70 70
Other EMEA 617 600 44 31
Americas 1,128 1,036 25 58
Asia 204 198 -7 1
Europ Assistance 75 681 100 108
Other 359 361 -85 -6
Group holding and other companies 63 60 72 -6
Total 20,749 20,507 1,972 2,073
Property&Casualty direct written premiums by line of business and by country
(€ million) Motor Non motor Total
31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
Italy 2,086 2,184 3,330 3,390 5,416 5,574
France 862 840 1,591 1,624 2,453 2,464
Germany 1,489 1,429 2,215 2,219 3,704 3,648
Central Eastern Europe 1,103 1,052 1,003 952 2,106 2,004
International 2,511 2,374 3,781 3,662 6,293 6,036
EMEA 1,629 1,608 2,651 2,597 4,280 4,206
Spain 465 448 986 972 1,451 1,420
Austria 576 561 897 871 1,473 1,432
Switzerland 291 310 451 449 742 759
Other EMEA 297 290 317 305 614 595
Americas 848 749 277 278 1,125 1,028
Asia 13 16 90 90 103 106
Europ Assistance 21 0 610 551 631 551
Other 0 0 153 145 153 145
Group holding and other companies & 8 4 33 44 41
Total direct written premiums 8,054 7,887 11,962 11,880 20,016 19,768
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Combined ratio* Loss ratio Expense ratio
31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
[taly 90.0% 89.9% 65.2% 66.0% 24.8% 23.9%
France 98.4% 99.4% 70.8% 71.5% 27.6% 27.9%
Germany 92.6% 90.0% 65.1% 63.0% 27.5% 27.0%
Central Eastern Europe 87.8% 89.5% 56.8% 58.6% 31.0% 30.9%
International 96.2% 94.8% 66.8% 65.3% 29.4% 29.5%
EMEA 92.1% 92.8% 64.2% 64.7% 27.9% 28.1%
Spain 92.7% 92.3% 65.3% 64.5% 27.4% 27.9%
Austria 90.8% 91.9% 63.5% 64.3% 27.4% 27.7%
Switzerland 92.4% 92.8% 66.3% 67.5% 26.1% 25.3%
Other EMEA 93.9% 97.0% 59.5% 62.4% 34.4% 34.6%
Americas 105.5% 102.7% 68.0% 64.0% 37.5% 38.8%
Asia 103.8% 100.5% 68.4% 58.9% 35.4% 41.7%
Europ Assistance 89.4% 89.6% 60.8% 62.1% 28.7% 27.5%
Other 115.2% 102.5% 89.4% 77.8% 25.8% 24.7%
Group holding and other companies 52.6% 68.7% 421% 59.6% 10.5% 9.1%
Total 92.8% 92.3% 65.0% 65.0% 27.8% 27.3%

(*) Catastrophe claims impacted on the Group combined ratio for 2.1 pps, of which 1.9 pps in Italy, 1.8 pps in France, 1.7 pps in Germany, 1.2 pps in Central and Eastern Europe,
2.7 pps to International and 6.4 pps to Group Holding and other companies (at 31 December 2016 catastrophe claims impacted on the Group combined ratio for 1.5 pps, of
which 1.9 pps in Italy, 1.9 pps in France, 2.0 pps in Germany, 1.0 pps in Central and Eastern Europe and 5.9 pps attributable to Group Holding and other companies).

Group financial position in the Property&Casualty segment

Investments

Property and casualty segment investments

(€ million) 31/12/2017 Impact (%) 31/12/2016 Impact (%)
Equity instruments 2,254 5.8% 2,151 5.5%
Fixed income instruments 28,224 73.0% 28,889 73.7%
Bonds 25,399 65.7% 25,581 65.3%
Other fixed income instruments 2,825 7.3% 3,308 8.4%
Land and buildings (investment properties) 3,828 9.9% 3,778 9.6%
Other investments 1,782 4.6% 1,475 3.8%
Investments in subsidiaries, associated companies and
joint ventures 1,778 4.6% 1,494 3.8%
Derivatives 8 0.0% -27 -01%
Other investments -4 0.0% 8 0.0%
Cash and cash equivalents 2,551 6.6% 2,891 7.4%
Total investments 38,639 100.0% 39,183 100.0%
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Total investments in the Property&Casualty segment fell
from € 39,183 million at 31 December 2016 to € 38,639
million (-1.4%).

With reference to the exposure to the various asset clas-
ses, the fixed income portfolio was down to € 28,224 mil-
lion, accounting for 73% of the total. On the other hand,
there was a slight increase in the exposure to equity instru-
ments, from 5.5% at 31 December 2016 to 5.8%, in the
aftermath of the improved share prices, and the exposure
to real estate investments increased from 9.6% to 9.9%.

Finally, the percentage of cash and cash equivalents de-
creased from 7.4% at 31 December 2016 to 6.6%.

Property&Casualty segment return on investments
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With reference to the breakdown of the bond invest-
ment portfolio, in line with the Group’s ALM strategy,
exposure to government bonds increased, standing at
€ 12,825 million (€ 12,166 million at 31 December 2016),
amounting to 50.5% of the portfolio (47.6% at 31 De-
cember 2016), against a reduced corporate component,
of € 12,574 million, with a ratio of 49.5% (52.4% at 31
December 2016).

Finally, the average duration of the bond portfolio was 5.5
years (5.4 years at 31 December 2016), in line with the
Group’s ALM strategy.

31/12/2017 31/12/2016
Current return (*) 3.0% 3.0%
Harvesting rate 0.7% 0.5%
P&L return 3.2% 3.2%

(*) Net of depreciations.

The net current return of total investments in the Property&Casualty segment was stable at 3.0% compared to 31
December 2016, with related incomes decreasing to € 1,168 million (€ 1,217 million at 31 December 2016).
The harvesting rate increased to 0.7% (0.5% at 31 December 2016).

Property&Casualty insurance provisions

Propery&Casualty: technical reserves

(€ million) 31/12/2017 31/12/2016
Net provisions for unearned premiums 4,974 5,011
Net provisions for outstanding claims 24,411 25,158
Other net provisions 302 476
Property&Casualty insurance provisions 29,687 30,645

Motor 13,417 13,631

Non Motor 16,270 17,014
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Holding and other businesses segment

The Holding and other businesses segment includes the
activities of the Group companies in the banking and as-
set management sectors, the costs incurred for the di-
rection, coordination and financing activities, as well as

all other operations that the Group considers to be ancil-
lary to the core insurance business.

The operating result of the aforementioned business sec-
tors are summarized in the table below:

Operating result of holding segment and other business by sector

(€ million) 31/12/2016 31/12/2015 Change
Holding and other business Operating result 59 -74 n.s.
Financial and other businesses 513 384 33.6%
Holding operating expenses -454 -458 -0.9%

More specifically, the operating result of the Holding and
other businesses segment amounted to € 59 million,
considerably up compared to the € -74 million at 31 De-
cember 2016. This performance was mainly caused by
the financial segment, particularly the excellent results of
Banca Generali due to higher performance fees, as well
as the positive results of the other asset management
and real estate companies.

The operating result of the financial and other busines-
ses segment grew to € 513 million (€ 384 million at 31
December 2016). The increase (+33.6%) mainly reflects
the above-mentioned result of Banca Generali, which

rose from € 190 million to € 241 million at 31 December
2017, and due to the higher net commissions of Asset
Management in Europe.

At 31 December 2017, the third-party assets managed
by the Group banks and the asset management compa-
nies amounted to € 67,474 million (€ 56,324 million at 31
December 2016), up by 19.8%.

The net holding operating expenses stood at € -454
million (€ -458 million at 31 December 2016), down 0.9%
owing to the € 12 million decrease in the holding expen-
ses. Brand royalties were down.
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Operating and non operating result of the Holding and other business segment
(€ million) 31/12/2017 31/12/2016 Change
Holding and other businesses operating result 59 -74 n.m.
Net earned premiums 0 0 -99.9%
Net insurance benefits and claims 0 0 n.m.
Acquisition and administration costs -407 -389 4.5%
Fee and commission income and income from financial service activities 841 678 24.1%
Net operating income from financial instruments at fair value through profit or loss 14 7 95.5%
Net operating income from other financial instruments 166 190 -12.8%
Interests and other income 409 392 4.3%
Net operating realized gains on other financial instruments and land and
buildings (investment properties) 10 32 -67.1%
Net operating impairment losses on other financial instruments and land and
buildings (investment properties) -8 -2 n.m.
Interest expenses on liabilities linked to to operating activities -93 -123 -24.4%
Other expenses from other financial instruments and land and buildings
(investment properties) -152 -109 40.5%
Net other operating expenses -101 -101 -0.6%
Operating holding expenses -454 -458 -0.9%
Holding and other businesses non-operating result -767 -815 -5.9%
Net non-operating income from financial instruments at fair value through profit or
loss 15 14 9.7%
Holding and other businesses non-operating result -782 -829 -5.7%
Net non-opeating income from other financial instruments -2 -12 -81.7%
Net non-operating realized gains on ither financial instruments and land and
buildings (investment properties) 15 22 -31.9%
Net non-operating impairment losses on other financial instruments and
land and buildings (investment properties) -17 -35 -49.7%
Net other non-operating expenses -24 -23 2.8%
Non operating holding expenses -756 -794 -4.7%
Interest expenses on financial debt -673 -723 -6.9%
Holding non recurring expenses -83 -1 17.7%

Holding and other businesses result before taxes -707 -889 -20.5%
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Risk Report

A. Executive Summary

The purpose of the Risk Report is to provide an overview
of the Group’s solvency position and risk profile, as well
as its risk management framework.

To this end a brief introduction on economic and regula-
tory environment is hereby provided.

When addressing the Group’s risk profile, it is impor-
tant to consider that the insurance sector, consisting of
long-term institutional investors, is mostly vulnerable to
financial markets and the economic environment. Gene-
rali has proven to be resilient to both financial risks and,
in particular, to persisting low interest rate environment.
Nevertheless, prolonged low interest rate environment as
well as financial instability represent the key challenges
for the insurance sector.

At the same time, in addition to financial, underwriting
risks and operational risks, emerging trends related to
increased use of technologies and big data, digitaliza-
tion trends as well as demographic changes and natural
catastrophes represent a considerable challenge for the
insurance market.

For more details on financial markets’ developments ple-
ase see Risks and Opportunities of the external context
at page 24-25 of this Document.

In addition to the financial environment, regulatory deve-
lopments represent a major external driver of threats and
opportunities to insurance companies. These include
developments in the area of prudential supervisory regi-
mes, such as Solvency ll, International Capital Standards
(ICS), as well as regulations defining new principles in
terms of distribution (Insurance Distribution Directive -
IDD), personal data protection (General Data Protection
Regulation - GDPR) and anti-money laundering (IV AML
Directive).

For more details on the regulatory environment please
see Risks and Opportunities of the external context at
page 24-25 of this Document.
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In terms of solvency position, the Group and all its Eu-
ropean insurance subsidiaries comply with Solvency I
regulation, which requires capital to be held for all quan-
tifiable risks.

The Group uses its Partial Internal Model (PIM), approved
by the Supervisory Authority, to calculate capital requi-
rements to better reflect its risk profile. The PIM autho-
rization was granted for all major Business Units (ltaly,
Germany, France and the major Czech company) while
an extension plan in progress to cover the remaining Eu-
ropean insurance entities.

The Regulatory Solvency Ratio, estimated on the basis of
preliminary data', amounts to 208% as at 31 December
2017, confirming the strong capital position of the Group.

For the purpose of the Regulatory Solvency Ratio calcu-
lation, the Group companies for which authorization has
been granted apply the Group PIM, while other insurance
entities adopt the standard formula. Other than insurance
financial regulated entities contribute to the Group Sol-
vency Ratio based on local sectorial regulatory require-
ments (e.g. mostly banks and pension funds).

In order to better capture the Group risk profile and ta-
king into account the PIM extension plan, the Economic
Solvency Ratio (ESR) is also calculated. For the purpose
of ESR calculation the Internal Model methodology is ap-
plied to all European entities, also to those using stan-
dard formula for their regulatory solvency position.

On this basis, the Economic Solvency Ratio as at 31 De-
cember 2017 stands at 230%, with an improvement of 36
pps in respect of previous year.

Both results in terms of Regulatory Solvency Ratio and
Economic Solvency Ratio confirm the strengthening of
the Group capital position, well above the Group Risk
Appetite Framework? and regulatory thresholds.

For risks not included in Solvency Capital Requirement
(SCR) calculation, additional assessment techniques
are used. In particular, for liquidity risk, the Group has

1 On the basis of IVASS Provvedimento n. 53, 2016, the SCR and MCR calculations to be disclosed in the Annual Report can rely on a preliminary estimate. More details on
the Regulatory Solvency Ratio will be disclosed in the Solvency and Financial Condition Report.

2 In defining the level of risk, it is willing to take, the Group defines its own risk strategy within the Group Risk Appetite Framework (RAF) while complementing the overall
business strategy. The Group RAF defines the level of risk the Group is willing to take and ensures risk embedding into key business processes, to grant all risks are properly
managed. Soft and hard limits’ thresholds set within the RAF aim to limit excessive risk taking and to maintain the solvency position at the desired level. Monitoring and
escalation processes are clearly defined to adequately manage any risk tolerance breaches.
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in place procedures and limits that ensure the adequate
liquidity risk management and a sound liquidity position.

Generali Group risk management system is based on a
clear risk governance and structured risk management
processes, defined within a set of risk policies. Within the
risk management system, the Own Risk and Solvency
Assessment (ORSA) represents the main risk reporting
tool, with the purpose of supporting risk strategy update
(Risk Appetite Framework).

Generali Group also relies on a set of tools, such as the
Recovery Plan, the Liquidity Risk Management Plan and
the Systemic Risk Management Plan, defined following
the Financial Stability Board (FSB) and the International
Association of Insurance Supervisors (IAIS) standards®.
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The Risk Report is structured as follows:

— section B provides a brief description of the risk mana-
gement system;

— section C presents the solvency position of the Group
and the key elements of the Group’s Capital Manage-
ment;

— section D provides an overview of the Group’s risk pro-
file and main sensitivities to risk drivers.

More details on the solvency position and risk profile are
then provided in the Solvency and Financial Condition
Report, available on Generali Group web-site.

Finally, Group rating assessment by external rating agen-
cies is provided on the Group web site in the section
http://www.generali.com/investors/debt-ratings/ratings.

3 Generali Group is not included in the list of Global Systemically Important Insurers (GSlIs), issued by FSB.


http://www.generali.com/investors/debt-ratings/ratings
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B. Group Risk Management
System

Risk Governance

Risk governance is a part of the broader Group internal
control and risk management system.

The Group internal control and risk management system
is the set of rules, procedures and structures that ensure
the effective operation of the company and enable it to
identify, manage and monitor the main risks to which it is
exposed. Key elements of the system are:

- internal control environment and activities;

— awareness and monitoring;

— reporting duties;

— roles and responsibilities that the Board of Directors
(BoD) and its committees, the Senior Management, in-
cluding the Chief Executive Officer (CEO), also acting
as the Director in charge of the internal control and risk
management system, and the Chief Financial Officer
(CFO), appointed as Manager in charge of the prepara-
tion of the company’s financial reports, as well as risk
owners and Control Functions must discharge within
the internal control and risk management system.

To ensure a consistent framework through the Group,
the Parent Company sets Group Directives on Internal
Control and Risk Management System, complemented
by Group Risk Policies, which have to be applied by all
Group companies.

The Group internal control and risk management system

is founded on the establishment of three lines of defence:

— the Operating Functions (the “risk owners”), which re-
present the first line of defence and have ultimate re-
sponsibility for risks relating to their area of expertise;

— Actuarial, Compliance and Risk Management Fun-
ctions, which represent the second line of defence;

— Internal Audit, which represents the third line of de-
fence.

Internal Audit together with Actuarial, Compliance and
Risk Management Functions represent the “Control Fun-
ctions”.

The roles and responsibilities of the BoD and related
committees, Senior Management, Control Functions and
the interactions among Control Functions are described
within the Corporate Governance Report. Key roles wi-
thin the risk management system are outlined below:

— the BoD defines, with the Risk and Control Commit-
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tee’s support, the guidelines of the internal control and
risk management system and assesses its adequacy,
effectiveness and functioning at least once a year. It
also defines, also with the Risk and Control Commit-
tee’s support, the organizational set-up, appoints the
heads of the Control Functions (also after hearing the
opinion of the Board of Statutory Auditors for the ap-
pointment of the Internal Audit’s head) and approves
their annual activity plans, adopts Group risk policies,
approves the ORSA results and based on them defines
the risk appetite and tolerance limits;

— the Senior Management is then responsible for execu-
ting the defined strategy, implements the internal con-
trol system and keeps it suitable and effective;

— Control Functions are established at Group level and
within the operating entities:

e the Risk Management Function supports the BoD
and Senior Management in ensuring the effective-
ness of the risk management system and provides
advice and support to the main business deci-
sion-making processes;

e the Compliance Function grants the internal control
system’s adequateness to manage compliance ri-
sks, thus contributing to maintain Group’s integrity
and reputation;

e the Actuarial Function coordinates the technical pro-
visions calculation and grants their adequacy of un-
derlying methodologies, models and assumptions,
verifies the quality of the related data and expresses
an opinion on the overall Underwriting Policy;

e the Audit Function verifies business processes and
the adequacy and effectiveness of controls in place.

Heads of Control Functions report functionally to the
BoD except the head of Group Audit who reports hierar-
chically and functionally to the BoD.

Group Control Functions collaborate according to a
pre-defined coordination model, in order to share infor-
mation and create synergies. A strong Parent Company
coordination and direction for Control Functions is gran-
ted by the so called solid reporting lines model establi-
shed between the head of the Group Control Function
and heads of the respective Functions within the opera-
ting entities.
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Risk Management System

The principles defining the Group risk management sy-
stem are provided in the Group Risk Management Policy*
which is the cornerstone of all risk-related policies and
guidelines. The Group Risk Management Policy covers

2. Risk
measurement

1. Risk

identification
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all risks, on a current and forward-looking basis and is
implemented in a consistent manner across the Group.

Generali Group’s risk management process is defined in
the following phases:

4. Risk
reporting

3. Risk management
and control

1. Risk identification

The purpose of the risk identification is to ensure that all
material risks to which the Group is exposed are proper-
ly identified. To this end, the Risk Management Function
interacts with the main Business Functions in order to
identify the main risks, assess their importance and en-
sure that adequate measures are taken to mitigate them
according to a sound governance process. Within this
process, emerging risks are also considered.

The categorization of identified risks follows Solvency Il
risk categories.

2. Risk measurement

Identified risks are then measured through their contribu-
tion to the capital requirement, complemented by other
modelling techniques deemed appropriate and propor-
tionate to better reflect the Group risk profile. Using the
same metric for measuring the risks and the capital re-
quirements ensures that each risk is covered by an ade-
quate amount of capital that could absorb the loss incur-
red if the risk materializes.

The capital requirement is calculated by means of the
Group’s PIM® for financial, credit, life and non-life un-
derwriting risks. Operational risks are measured by me-
ans of standard formula, complemented by quantitative
and qualitative risk assessments. The PIM provides an
accurate representation of the main risks to which the
Group is exposed, measuring not only the impact of each
risk taken individually but also their combined impact on
the Group’s Own Funds.

Group PIM methodology and governance are provided in
section Solvency Position.

Liquidity risk and other risks are evaluated based on
quantitative and qualitative techniques, models and ad-
ditional stress testing or scenario analysis.

3. Risk management and control

The Group RAF defines the level of risk the Group is wil-
ling to accept in conducting business and thus provides
the overall framework for embedding risk management
into business processes.

The purpose of the Group RAF is to set the desired level
of risk on the basis of the Group strategy. The Group RAF
statement is complemented by qualitative assertions
(risk preferences) supporting the decision-making pro-
cesses as well as by risk tolerances providing quantita-
tive boundaries, limiting excessive risk-taking. These are
expressed in terms of hard and soft tolerances. Tolerance
levels are set on the basis of capital and liquidity metrics.

The Group RAF governance provides a framework for
embedding risk management into day-to-day and extra-
ordinary business operations and control mechanisms as
well as the escalation and reporting to be applied in case
of risk tolerance breaches. Should an indicator approach
or breach the defined tolerance levels, escalation mecha-
nisms are activated. The integration of the Group RAF
in the business process is in particular foreseen for the
strategic planning process, the strategic asset allocation,
the product development process, as well as for extraor-
dinary operations management.

4 The Group Risk Management Policy covers all Solvency Il risk categories and, in order to adequately deal with each specific risk category and the underlying business
processes, is complemented by the following risk policies: Group Investment Governance Policy; Group P&C and Reserving Policy; Group Life and Reserving Policy; Group
Operational Risk Management Policy; Group Liquidity Risk Management Policy; other risk-related policies, such as Group Capital Management Policy, Group Supervisory
Reporting and Public Disclosure Policy, Group Risk Concentrations Management Policy etc.

5 The Group PIM use for the SCR calculation has been approved for the insurance entities in Italy, France, Germany as well as for the biggest Czech company, Ceska pojistovna
a.s. For the other entities, the standard formula is applied. Other financially regulated entities apply local sectorial requirements.
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4. Risk reporting

The purpose of risk reporting is to keep Business Fun-
ctions, Senior Management, BoD and also the Supervi-
sory Authority aware and informed on the development
of the risk profile.

The Own Risk and Solvency Assessment (ORSA) pro-
cess includes the assessment and reporting of all risks
on the basis of the Strategic Plan.

The ORSA reporting process is the main risk reporting
tool and is coordinated by the Risk Management Fun-
ction. For what concerns Own Funds, technical provi-
sions and other risks support is given by other accoun-
table Functions.

The purpose of the ORSA process is to provide the as-
sessment of risks and of the overall solvency needs on
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a current and forward-looking basis. The ORSA process
ensures an ongoing assessment of the solvency position
based on the Strategic Plan and the Group Capital Ma-
nagement Plan, followed by a regular communication of
ORSA results to the Supervisory Authority after BoD ap-
proval.

The ORSA process includes the assessment of the ri-
sks in scope of the capital requirement, along with other
risks that are not included in the capital requirement
calculation. Within the ORSA, stress test and sensitivity
analyses are also performed to assess the resilience of
the solvency position and risk profile to changed market
conditions or specific risk factors.

The Group ORSA Report, documenting main results of
this process, is produced on an annual basis, unless a
non-regular ORSA Report is produced in case of signifi-
cant changes of the risk profile.
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C. Solvency Position

Solvency Capital Requirement
(SCR) Coverage

Risk and capital management are closely integrated pro-
cesses aimed at managing the Group’s solvency position
and the Group'’s risk profile.

The regulatory solvency position is defined as the ratio
between Group Own Funds (GOF) and SCR.
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The preliminary® Regulatory Solvency ratio stands at
208% as at 31 December 2017, with an increase of +30
pps in respect of previous year. The strengthening reflects
the increase of the GOF (+12% to € 46,309 million) and
the SCR decrease (-4% to € 22,224 million), mainly dri-
ven by the generation of Solvency Il Capital and positive
financial market trends (in terms of interest rate increase,
credit spread reduction and positive equity trend).

SCR and Minimum Consolidated Group SCR (MCR) data
hereby reported are based on a preliminary estimate.

Regulatory SCR Coverage

31/12/2017* 31/12/2016
Group Own Funds (GOF) 46,309 41,308
SCR 22,224 23,222
Solvency Ratio 208% 178%

(*) Preliminary figures.

1. Group Own Funds

Group Own Funds (GOF) are calculated as a sum of:

— the excess of assets over liabilities following Solvency
Il valuation;

— subordinated liabilities eligible in Own Funds;

— foreseeable dividends are then deducted.

Group Own Funds (GOF)

GOF are obtained considering the impact of other regu-
lated entities (sectoral) and additional own funds related
to unrealized capital gains from French pension activi-
ties arising from the application of the IORP” transitory
regime. These additional own funds are authorized by
the Supervisory Authority from 2016 to 2022, a period
during which the proportion of the eligible unrealized ca-
pital gains will decrease gradually.

(€ million) 31/12/2017* 31/12/2016
Total Assets 513,879 499,130
Total Liabilities -473,985 -464,780

Excess of Assets over Liabilities 39,894 34,350
Subordinated liabilities eligible in Own Funds 8,931 9,142
Foreseeable dividend -1,330 -1,249
Impact of filters and other deductions -1,426 -1,529
Net impact of Sectorals -1,462 -1,191
Unrealized gains on French pension business under IORP transitional measures,
authorized by Supervisory Authority 1,703 1,785

Group Own Funds 46,309 41,308

(*) Preliminary figures.

6 On the basis of IVASS Provvedimento n. 53, 2016, the SCR and MCR calculations to be disclosed in the Annual Report can rely on a preliminary estimate. More details on

the Solvency Ratio will be disclosed in the Solvency and Financial Condition Report.

7 |0ORP stands for Institutions for Occupational Retirement Provisions.
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Reconciliation between IFRS Equity and Group Own Funds

The following template provides the reconciliation between IFRS Net Equity and Group Own Funds:

IFRS Equity Reconciliation to Group Own Funds

(€ million) 31/12/2017* 31/12/2016
IFRS Equity (Gross of Minorities) 26,177 25,668
Intangibles -10,767 -10,801
Mark to Market of Assets 9,884 8,810
Mark to Market of Liabilities 21,807 16,105
Impact Net Deferred Taxes -7,207 -5,432
Subordinated Liabilites 8,931 9,142
Forseeable dividend -1,330 -1,249
Sectoral, Fungibility Filters and Other Deductions -2,887 -2,719
Unrealized gains on French pension business under IORP transitional measures 1,703 1,785
Group Own Funds 46,309 41,308

(*) Preliminary figures.

The main elements of reconciliation from the IFRS Equity
(€ 26,177 million) to the Group Own Funds (€ 46,309 mil-
lion) are the following:

— Intangibles (€ 10,767 million) are eliminated because
not recognized under Solvency ll;

— Mark to Market of Assets: this adjustment (€ 9,884 mil-
lion) is primarily due to the fair valuation of real estate (€
7,499 million) and to the fair value adjustment of bonds
classified as held to maturity (€ 1,386 million);

— Mark to Market of Liabilities: this adjustment (€ 21,807
million) is primarily due to Net Technical Provisions (€
22,400 million deriving from the difference between
IFRS4 and Solvency Il evaluation), slightly compensa-
ted by the SlI valuation of Senior/Subordinated Liabili-
ties (€ -991 million). The remaining part (€ +397 million)
derives from the positive fair value change in other lia-
bility items (like reinsurance deposits);

— Impact of Net Deferred Taxes (€ -7,207 million) derives
from the changes to fair value of above reported items;

— Subordinated Liabilities (€ 8,931 million) are recogni-
zed as Group Own Funds under Solvency ll;

— Foreseeable dividends are deducted for an amount of
€ -1,330 million;

— Sectoral, Fungibility Filters and Other Deductions (€
-2,887 million) include fungibility and transferability fil-
ters required by the regulation to deduct items which
are not considered available at Group level and the im-
pact of the sectoral entities;

— Unrealized capital gains from French pension activities
benefitting from IORP transitory regime (€ 1,703 mil-
lion), as explained above.

Group Own Funds Tiering

Own Funds (OF) are classified into Tiers, representing
different levels of quality with respect to loss-absorbing
capacity?® criteria.

The Group Own Funds classification by tiers is com-
posed as follows:

— Tier 1 Unrestricted Own Funds including ordinary sha-
re capital and the related share premium account; the
reconciliation reserve consequent to Solvency Il eva-
luation and additional Own Funds from French IORP
activities and Surplus Funds from German and Au-
strian business;

— Tier 1 restricted includes Undated Subordinated Lia-
bilities;

— Tier 2 includes the remaining part of Subordinated Lia-
bilities which are classified as Dated;

— Tier 3 includes Net Deferred Tax Assets, which are cha-
racterized by lower capital quality being not immedia-
tely available to absorb losses.

8 To grant a high quality of capital available, the amounts of Tier 2 and Tier 3 items eligible to cover the SCR are subject to the following limits. The eligible amount of Tier 1
items shall be at least one half of the SCR; in case of admissible subordinated liabilities and preference shares, exceeding 20% of total Tier 1, it is downgraded towards Tier
2. The eligible amount of Tier 3 items shall be less than 15% of the SCR. The sum of the eligible amounts of Tier 2 and Tier 3 items shall not exceed 50% of the SCR.
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In the following table, the split by tiers for Group Own
Funds is reported:

Total GOF to meet the SCR

(€ million) 31/12/2017* 31/12/2016
Tier 1° 37,279 32,025
Tier 1 (restricted) 3,603 3,736
Tier 2 5,328 5,407
Tier 3 99 141
Total 46,309 41,308

(*) Preliminary figures.

2. Solvency Capital Requirement

The SCR covers underwriting, financial, credit and ope-
rational risks as follows:

Regulatory SCR split by risk

(€ million) 31/12/2017 31/12/2016
Total Impact (%) Total Impact (%)
SCR before Diversification 34,528 100% 35,419 100%
Financial risk 13,364 39% 12,824 36%
Credit risk, @ 9,850 28% 11,112 31%
Life underwriting risk 4,017 12% 3,888 11%
Non-life underwriting risk 5,011 14% 5,322 15%
Operational risk 2,286 7% 2,273 6%
Diversification benefit - 7,465 -22% - 7,336 -21%
SCR after Diversification 27,064 28,083
Tax absorption - 6,001 -22% - 5,945 -21%
SCR excl. Other regimes 21,063 22,138
Other regimes © 1,162 1,085
Total Regulatory SCR 22,224 23,222

(1) Financial risk includes Spread risk for standard formula entities.
(2) Credit risk includes default risk, spread widening and rating migration risks for PIM entities.
(3) Within this category other regulated financial entities are included (e.g. IORP, banks etc.).

9 Tier 1 includes also available capital of sectoral entities and the unrealised gains and losses on French Institutions for Occupational Retirement Provision (IORP) business as
agreed with the Group Supervisory Authority.
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The above SCR breakdown highlights that:

- financial and credit risks, account for the 67% of the
total SCR before diversification, due to the predomi-
nance of traditional life business;

- life/health and non-life underwriting risks, accounting
for respectively 12% and 14% of the total SCR befo-
re diversification; within this CAT risks remain limited
thanks to a comprehensive reinsurance program;

— operational risks contribute to the Group SCR for 7%.
This contribution is calculated using the standard for-
mula.

Each risk category is further detailed in section Risk
Profile.

Regulatory MCR Coverage
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Minimum Capital Requirement
(MCR) Coverage

In addition to SCR coverage, the Group calculates the
Minimum Capital Requirement (MCR) coverage. Under
Solvency I, the MCR calculation is required to determi-
ne the minimum level of capital, under which the Group
would be exposed to an unacceptable level of risk when
allowed to continue its operations.

The preliminary'™ Minimum Solvency ratio stands at
241% as at 31 December 2017, with an increase of 33
pps in respect of previous year. In the following table, the
regulatory MCR coverage is reported.

(€ million) 31/12/2017* 31/12/2016
EOF to cover MCR 43,405 38,456
MCR 17,982 18,460
Solvency Ratio 241% 208%
(*) Preliminary figures..

To define MCR coverage, stricter OF eligibility rules are

applied compared to the ones previously used for the

SCR. In the following table, the split by tiers of the Own

Funds covering the MCR is reported:

GOF a copertura del MCR

(€ million) 31/12/2017* 31/12/2016
Tier1 1 36,205 31,028
Tier 1 (restricted) 3,603 3,736
Tier 2 3,596 3,692
Total 43,405 38,456

(*) Preliminary figures.

10 On the basis of IVASS Provvedimento n. 53, 2016, the SCR and MCR calculations to be disclosed in the Annual Report can rely on a preliminary estimate. More details on
the Regulatory Solvency Ratio will be disclosed in the Solvency and Financial Condition Report..

11 The amounts of Tier 2 and Tier 3 items eligible to cover the MCR are subject to stricter quantitative limits. The eligible amount of Tier 1 items shall be at least 80% of the
MCR; the same limitation on subordinated liabilities and preference shares is set. The eligible amounts of Tier 2 items shall not exceed 20% of the MCR. No Tier 3 items are
allowed to cover the Minimum Capital Requirement. No capital from sectoral is considered

12 Tier 1 includes also available capital of sectoral entities and the unrealised gains and losses on French Institutions for Occupational Retirement Provision (IORP) business as

agreed with the Group Supervisory Authority.
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Economic Solvency Ratio

In addition to the Regulatory Solvency Ratio data repor-
ted above, the Group calculates the Economic Solvency
Ratio (ESR). For the ESR calculation the Internal Model
framework is applied to all Group insurance entities'®.

Economic SCR Coverage
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The Economic Solvency ratio stands at 230% as at 31
December 2017, with an increase of 36 pps in respect of
previous year.

The Economic Solvency Ratio is hereafter reported.

(€ million) 31/12/2017 31/12/2016
Group Own Funds 46,806 41,658
SCR 20,352 21,480
Solvency Ratio 230% 194%

(*) Preliminary figures.

Group Partial Internal Model (Group
PIM)

Generali deems the Group PIM to be the most appro-
priate way of assessing the Group SCR. It represents the
best way of capturing the risk profile of the entire Group
and of the companies in scope in terms of granularity,
calibration and correlation of the various risk factors.

The Group PIM is structured around a Risk Map, which
contains all quantifiable risks that Generali has identified
as relevant to its business, allowing for the calculation
of the SCR at single risk level and at higher aggregation
levels.

1. Group PIM Methodology

In implementing the PIM, the Group has adopted the
so-called Monte-Carlo approach with “proxy functions”
to determine the Probability Distribution Forecast (PDF)
of the changes in the Basic Own Funds over a 1-year
horizon.

The Own Funds probability distribution allows to deter-
mine the potential losses at any percentile for risks in
scope and, in particular, the SCR corresponding to the
99.5th percentile. The risk measure applied is the VaR
(Value at Risk). Monte-Carlo methods are used in the in-
dustry to obtain sound numerical results using the em-
bedded characteristics of repeated random sampling
to simulate the more complex real-world events. Proxy
functions are mathematical functions that mimic the in-
teraction between risk drivers and insurance portfolios to
obtain the most reliable results.

The calibration procedure involves quantitative and qua-
litative aspects. The aggregation process uses advanced
mathematical techniques following market best practi-
ces.

During 2017, with the purpose of better capturing stres-
ses over negative rates, the Interest Rate and Interest
Rate Volatility modelling have been revised and duly
approved by the College of Supervisors, following the
process defined in the Group Internal Model Change
Policy.

13 When determining the ESR, only a residual set of entities calculate the SCR based on the standard formula.
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2. Group PIM Governance

Governance and processes regarding the Group PIM are

defined in the Group Internal Model Governance Policy,

ensuring that:

— models and components are appropriate for their pur-
pose;

— procedures are in place to design, implement, use and
validate new models and model changes;

— the appropriateness of models on an ongoing basis is
confirmed.

To rule the activities related to the Internal Model deve-
lopments necessary to ensure its appropriateness over
time and, more in general, to support the Internal Model
change process, the Group Internal Model Change Po-
licy has been also defined with the aim to specify roles
and responsibilities in the implementation of major and
minor changes.

A dedicated committee, the Internal Model Committee,
has been established to approve Group PIM calibrations,
to support decision making on Group PIM developments
or model changes and to control the full model lifecycle,
assuring proper compliance with the Group Internal Mo-
del Governance Policy. This Committee is chaired by the
Model Design Authority, which is responsible for ensuring
the overall consistency and reliability of the Group PIM.

The Group Chief Risk Officer (GCRO) defines the proces-
ses and controls to ensure the ongoing appropriateness
of the design and operations of the Group PIM, so that it
continues to appropriately reflect the Group risk profile.
The GCRO is also responsible for defining the metho-
dology of each model component, on the basis of the
Group Internal Model Committee’s proposals, as well as
for the results production and ultimately for submitting
the relevant Internal Model supporting documentation to
the BoD.

The BoD, assisted by the Risk and Control Committee,
ensures the ongoing appropriateness of the design and
operations, the ongoing compliance of the Group PIM
and also that the Group PIM continues to appropriately
reflect the risk profile of the Group.

These roles are generally mirrored within the organizatio-
nal structure of each company within PIM scope.
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3. Group PIM Validation

The Group PIM is subject to regular independent valida-
tion on an ongoing basis, which aims to gain assuran-
ce of the completeness, robustness and reliability of the
processes and results of the Group PIM as well as their
compliance with the Solvency Il regulatory requirements.

The validation process follows the principles and proce-
dures defined within the Group Internal Model Validation
Policy and related guidelines.

In particular, the validation outputs are designed to sup-
port Senior Management and BoD in understanding the
appropriateness of the PIM, including areas of weaknes-
ses and limitations, especially with regards to its use.

To ensure an adequate level of independence, the re-
sources performing the validation activities are not invol-
ved in the development and operation of the Group PIM.

Within the validation process also results obtained during
previous validation cycles are taken into account, as well
as developments within internal and external business
environment, financial market trends and Group PIM
changes. The Internal Model validation process excludes
those aspects already covered by the assurance work
of the Actuarial Function (i.e. technical provisions and
related IT systems, actuarial platforms and their gover-
nance).

Furthermore, the regular validation procedures also serve
as an incentive mechanism to ensure timely and accurate
incorporation of modelling refinements.

In order to warrant the appropriateness of the array of
elements contained within the Group PIM, the validation
covers both the quantitative and qualitative aspects of
the Model, and is therefore not limited to the calculation
engine and methodology. Other important items such as
data quality, documentation and uses of the Model are
validated accordingly.

The validation process is carried out on regular annual
basis and when requested by the BoD or Senior Mana-
gement, such as in case of PIM changes.
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D. Risk Profile
Life Underwriting Risk

Life and health underwriting risks derive from the
Group’s core insurance business in the life and health
segment.

The life portfolio is mostly given by traditional business,
which mainly includes insurance with profit participation.
Unit-linked products represent a secondary component
of the Group portfolio, although their incidence is incre-
asing.

Group’s life underwriting business key figures are provi-
ded in the Section Details on insurance and investment
contracts in the Notes.

The prevailing component of traditional savings business
includes products with insurance coverages linked to
the policyholders’ life and health; it also includes pure
risk covers, with related mortality risk, and some annu-
ity portfolios, with the presence of longevity risk. The
vast majority of the insurance coverages includes legal
or contractual policyholder rights to fully or partly termi-
nate, surrender, decrease, restrict or suspend insurance
cover or permit the insurance policy to lapse; or to fully
or partially establish, renew, increase, extend or resume
the insurance or reinsurance cover. For this reason, the
products are subject to lapse risk.

Life and health underwriting risks can be distinguished in
biometric and operating risks embedded in the life and
health insurance policies. Biometric risks derive from the
uncertainty in the assumptions regarding mortality, lon-
gevity, health, morbidity and disability rates taken into
account in the insurance liability valuations. Operating
risks derive from the uncertainty regarding the amount
of expenses and the adverse exercise of contractual
options by policyholders. Policy lapse is the main con-
tractual option held by the policyholders, together with
the possibility to reduce, suspend or partially surrender
the insurance coverage.

Life and health underwriting risks are:
— mortality risk, defined as the risk of loss, or of adver-
se change in the value of insurance liabilities, resulting
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from changes in mortality rates, where an increase in
mortality rates leads to an increase in the value of in-
surance liabilities. Mortality risk also includes mortality
catastrophe risk, resulting from the significant uncer-
tainty of pricing and provisioning assumptions related
to extreme or irregular events;

— longevity risk that, similarly to mortality, is defined as
the risk resulting from changes in mortality rates, where
a decrease leads to an increase in the value of insuran-
ce liabilities;

— disability and morbidity risks derive from changes in
the disability, sickness, morbidity and recovery rates;

— lapse risk is linked to the loss or adverse change in
liabilities due to a change in the expected exercise ra-
tes of policyholder options. The relevant options are all
legal or contractual policyholder rights to fully or partly
terminate, surrender, decrease, restrict or suspend in-
surance cover or permit the insurance policy to lapse.
Mass lapse events are also considered;

— expense risk results from changes in the expenses in-
curred in servicing insurance or reinsurance contracts;

— health risk results from changes in health claims and
also includes health catastrophe risk.

The approach underlying the life underwriting risk mea-
surement is based on the calculation of the loss resulting
from unexpected changes in biometric and/or operating
assumptions. Capital requirements for life underwriting
risks are calculated on the basis of the difference betwe-
en the Solvency Il technical provisions before and after
the application of the stress.

Life underwriting risks are measured by means of the
Group PIM™,

The SCR for life underwriting risk before diversification
amounts to € 4,017 million, with an incidence of 12% to
the overall SCR before diversification. The total is mainly
given by expense risk, followed by longevity and morta-
lity risks. In terms of contribution to the risk profile, it is
to be noted that life underwriting risks are well diversified
with other risk categories.

Life underwriting risk management is based on two main
processes:

— accurate pricing and

— ex-ante selection of risks through underwriting.

14 For the scope of the Group PIM please refer to the Executive Summary. Entities not included in the PIM scope calculate the capital requirement based on standard formula.
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Product pricing consists of setting product features
and assumptions regarding expenses, biometric and
policyholders’ behaviour to allow the Group to with-
stand any adverse development in the realization of
these assumptions.

For savings business, this is mainly achieved throu-
gh profit testing, while for protection business with a
biometric component, it is achieved by setting prudent
assumptions.

Lapse risk, related to voluntary withdrawal from the
contract, and expense risk, related to the uncertainty
around the expenses that the Group expects to incurin
the future, are evaluated in a prudential manner in the
pricing of new products. This evaluation is taken into
account in the construction and profit testing of a new
tariff, considering the underlying assumptions derived
from the Group’s experience.

For insurance portfolios with a biometric risk compo-
nent, comprehensive reviews of the mortality experien-
ce are compared with expected mortality of the por-
tfolio, determined according to the most up-to-date
mortality tables available in each market. To this end,
mortality by sex, age, policy year, sum assured and
other underwriting criteria are taken into consideration
to ensure mortality assumptions remain adequate and
avoid the risk of misestimating for the next underwriting
years.

The same annual assessment of the adequacy of the
mortality tables used in the pricing is performed for
longevity risk. In this case, not only biometric risks are
considered but also the financial risks related to the
minimum interest rate guarantee and any potential mi-
smatch between the liabilities and the corresponding
assets.

As part of the underwriting process, Generali Group
adopts underwriting guidelines and determines opera-
ting limits to be followed by Group companies. This aims
to ensure a consistent use of capital and risk exposure
and their maintenance between the pre-set limits.

The product approval process foresees a review by the
Risk Management Function to ensure that new products
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are in line with the risk appetite and that risk absorption
is considered part of risk-adjusted performance mana-
gement.

Moreover, a particular emphasis is placed on the un-
derwriting of new contracts with reference to medical,
financial and moral hazard risks. The Group has defi-
ned clear underwriting standards through manuals, for-
ms, medical and financial underwriting requirements.
For insurance riders, which are most exposed to moral
hazard, maximum insurability levels are also set, lower
than those applied for death covers. In order to mitigate
these risks, policy exclusions are also defined.

Regular risk exposure monitoring and adherence to the
operative limits, reporting and escalation processes are
also in place, allowing for potential remediation actions
to be undertaken.

Finally, reinsurance represents the main risk mitigating
technique. The Parent Company acts as core reinsurer
for the Group companies and cedes part of the business
to external reinsurers.

Non-Life Underwriting Risk

Non-life underwriting risks arise from the Group’s insu-
rance business in the P&C segment.

Volumes of premiums and related geographic breakdown
are provided in the Property&Casualty segment indica-
tors by country in the Management Report, technical
provisions in the Section Details on insurance and invest-
ment contracts in the Notes.

Non-life underwriting risks include the risk of undere-
stimating the frequency and/or severity of the claims in
defining pricing and reserves (respectively pricing risk
and reserving risk), the risk of losses arising from extre-
me or exceptional events (catastrophe risk) and the risk
of policyholder lapses from P&C insurance contracts. In
particular:

- the pricing and the catastrophe risks derive from the
possibility that premiums are not sufficient to cover fu-
ture claims, also in connection with extremely volatile
events and contract expenses;
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— the reserving risk relates to the uncertainty of the
claims reserves (in a one-year time horizon);

- the lapse risk arises from the uncertainty of the un-
derwriting profits recognised in the premium provi-
sions.

Non-life underwriting risks are measured by means of
the Group PIM'. For the majority of risks assessed
through the PIM, the assessments are based on in-hou-
se developed models and external models that are pri-
marily used to assess the catastrophic events, for which
broad market experience is considered beneficial.

The SCR for non-life underwriting risk before diversifi-
cation amounts to € 5,011 million, with an incidence of
14% to the overall SCR before diversification. The total
is mainly given by reserve and pricing risks, followed by
CAT risk. Non-life lapse risk contributes only for a mar-
ginal amount to the risk profile.

Moreover, the Group uses additional indicators for risk
concentrations. This is specifically the case for cata-
strophe risks and commercial risks, which are both co-
ordinated at central level as they generally represent a
key source of concentration.

In terms of CAT risk, the Group’s largest exposures are
earthquakes in Italy, European windstorms and Europe-
an floods. Less material catastrophe risks are also taken
into account and assessed by means of additional sce-
nario analysis.

At the same time, there is a constant on-going impro-
vement to consider risk metrics within profitability me-
trics and to use risk adjusted KPls in decision making
processes.

Based on the Group RAF, P&C risk selection star-
ts with an overall proposal in terms of underwriting
strategy and corresponding business selection crite-
ria. During the strategic planning process, targets are
established and translated into underwriting limits to
ensure business is underwritten according to the Plan.
Underwriting limits define the maximum size of risks
and classes of business that Group companies shall
be allowed to write without seeking any additional or

prior approval. The limits may be set based on value,
risk type, product exposure or class of occupancy. The
purpose of these limits is to attain a coherent and pro-
fitable book of business founded on the expertise of
each company.

Additional indicators such as relevant exposures, risk
concentration and risk capital figures are used for the
purpose of P&C underwriting risk monitoring. The in-
dicators are calculated on a quarterly basis to ensure
alignment with the Group RAF.

Reinsurance is the key mitigating technique for balan-
cing the P&C portfolio. It aims to optimize the use of
risk capital by ceding part of the underwriting risk to se-
lected counterparties, whilst simultaneously minimizing
the credit risk associated with such operations.

The P&C Group Reinsurance Strategy is developed con-
sistently with the risk appetite and the risk preferences
defined in the Group RAF on the one side and taking
into account the reinsurance market on the other one.

The Group has historically preferred traditional reinsu-
rance as a tool for mitigating catastrophe risk resulting
from its P&C portfolio, adopting a centralized approach
where the placement of reinsurance towards the mar-
ket is managed through a central Group Reinsurance
Function.

Given the trend of increasing weight of European wind-
storm exposures in the protected portfolio in the past
years, part of these exposures have been carved out
from the main reinsurance protection and placed in the
Insurance Linked Securities (ILS) market, offering more
competitive terms, whilst keeping the dominant Italian
exposure in the traditional reinsurance market with a
consequent optimization of the overall pricing.

Alternative risk transfer solutions are continuously
analysed and implemented. As an example, in addition
to traditional reinsurance, a protection was placed du-
ring the year on the capital market to reduce the impact
of an unexpectedly high Loss Ratio for the Group Motor
liability portfolio.

15 For the scope of the Group PIM please refer to the Executive Summary. Entities not included in the PIM scope calculate the capital requirement based on standard formula.



‘ 108 ‘ Generali Group

Financial Risk and Credit Risk

The Group invests collected premiums in a wide variety
of financial assets, with the purpose of honouring future
obligations to policyholders and generating value for its
shareholders.

As a result, the Group is exposed to the financial risks

driven by either:

— invested assets not performing as expected because
of falling or volatile market prices;

— reinvested proceeds of existing assets being exposed
to unfavourable market conditions, such as lower inte-
rest rates.

Generali’s traditional life savings business is a long-term
business, therefore the Group holds mostly long-term in-
vestments which have the ability to withstand short-term
decreases and fluctuations in the market value of assets.

Nonetheless, the Group manages its investments in a
prudent way according to the so-called “Prudent Person
Principle™®, and strives to optimize the return of its as-
sets while minimizing the negative impact of short term
market fluctuations on its solvency position.

Under Solvency I, the Group is also required to hold a
capital buffer, with the purpose of maintaining a sound
solvency position even in the circumstances of adverse
market movements.

To ensure a comprehensive management of the impact
of financial and credit risks on assets and liabilities, the
Group Strategic Asset Allocation (SAA) process needs to
be liability-driven and strongly interdependent with insu-
rance-specific targets and constraints. For this reason,
the Group has integrated the Strategic Asset Allocation
(SAA) and the Asset Liability Management (ALM) within
the same process.

The aim of the SAA&ALM process is to define the most
efficient combination of asset classes which, according
to the “Prudent Person Principle”, maximizes the invest-
ment contribution to value creation, taking into account
solvency, actuarial and accounting indicators. The aim is
not just to mitigate risks but also to define an optimal
risk-return profile that satisfies both the return target and
the risk appetite of the Group over the business planning
period.
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The assets’ selection is performed by taking into consi-
deration the risk profile of the liabilities held in order to
satisfy the need to have appropriate and sufficient as-
sets to cover the liabilities. This selection process aims to
guarantee the security, quality, profitability and liquidity
of the overall portfolio, providing an adequate diversifica-
tion of the investments.

The asset portfolio is then invested and rebalanced ac-
cording to the asset class and duration weights. One of
the main risk mitigation techniques used by the Group is
the use of liability-driven management of the assets and
the regular use of rebalancing.

The liability driven investment helps granting the com-
prehensive management of assets whilst taking into ac-
count the liability structure; while, at the same time, the
regular rebalancing redefines target weights for the diffe-
rent assets classes and durations, alongside the related
tolerance ranges defined as investment limits. This tech-
nique contributes to an appropriate mitigation of financial
risks.

ALM&SAA activities aim at ensuring the Group holds
sufficient and adequate assets in order to reach defined
targets and meet liability obligations. For this purpose,
analyses of the asset-liability relationship under a range
of market scenarios and expected/stressed investment
conditions are undertaken.

In addition to that, controls on assets and liabilities ma-
tching and compliance with the limits defined in the AL-
M&SAA, as well as on the overall monitoring risk limits,
are also performed regularly by the Group. This process
is underpinned by a close interaction between the Invest-
ment, Finance, Actuarial, Treasury and Risk Management
Functions to ensure that the ALM&SAA process remains
consistent with the Group RAF, the strategic planning
and the capital allocation processes.

The annual SAA proposal:

— defines target exposure and limits for each relevant as-
set class, in terms of minimum and maximum exposure
allowed;

— embeds the deliberate ALM mismatches permitted and
potential mitigation actions that can be enabled on the
investment side.

16 The “Prudent Person Principle” set out in Article 132 of Directive 2009/138/EC requires the company to only invest in assets and instruments whose risk can be identified,
measured, monitored, control and reported as well as taken into account in the company overall solvency needs. The adoption of this principle is ruled in the Group

Investment Governance Policy (GIGP).
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Regarding specific asset classes such as (i) private equi-
ty, (i) alternative fixed income, (iii) hedge funds, (iv) deri-
vatives and structured products, the Group has mainly
centralized their management and monitoring. These
kinds of investments are subject to accurate due diligen-
ce in order to assess their quality, the level of risk related
to the investment and its consistency with the approved
liability-driven SAA.

The Group also uses derivatives with the aim of mitiga-
ting the risk present in the asset and/or liability portfolios.
The derivatives help the Group to improve the quality, li-
quidity and profitability of the portfolio, according to the
business planning targets. Operations in derivatives are
likewise subject to a regular monitoring and reporting
process.

In addition to the risk tolerance limits set on the Group
solvency position within the Group RAF, the current
Group risk monitoring process is also integrated by the
application of the Group Investments Risk Guidelines
(GIRG). The GIRG include general principles, quantitative
risk limits (with a strong focus on credit and market con-
centration), authorization processes and prohibitions that
Group entities need to comply with.

Financial Risk

Within the life business, the Group assumes a conside-
rable financial risk when it guarantees policyholders with
a minimum return on the accumulated capital over a,
potentially, long period. Should the yields generated by
the financial investments be lower than the guaranteed
return, then the Group shall compensate the shortfall for
those contractual guarantees. In addition, independently
on the achieved asset returns, the Group has to secure
that the value of the financial investments backing the
insurance contracts remains sufficient to meet the value
of its obligations.

Unit-Linked business typically does not represent a
source of direct financial risk for insurers (except when
there are guarantees embedded in the contracts), al-
though market fluctuations typically have profitability
implications.

Regarding P&C business, the Group has to ensure that
the benefits can be paid on a timely basis when claims
occur.

In more detail, the Group is exposed to the following ge-
neric financial risk types:

— equity risk deriving from the risk of adverse changes in
the market value of the assets or in the value of liabili-
ties due to changes in the level of equity market prices
which can lead to financial losses;

— equity volatility risk deriving from changes in the vola-
tility of equity markets. Exposure to equity volatility is
typically related to equity option contracts or to insu-
rance products sold with embedded guarantees who-
se market consistent value is sensitive to the level of
equity volatility;

— interest rate risk, defined as the risk of adverse chan-
ges in the market value of the assets or in the value of
liabilities due to changes in the level of interest rates in
the market. The Group is mostly exposed to downward
changes in interest rates as lower interest rates increa-
se the present value of the promises made to policyhol-
ders more than the value of the assets backing those
promises. As a result, it may become increasingly co-
stly for the Group to maintain its promises, thereby lea-
ding to financial losses. Linked to that, interest rate vo-
latility risk derives from changes in the level of interest
rate implied volatilities. This comes, for example, from
insurance products sold with embedded minimum in-
terest rate guarantees whose market consistent value
is sensitive to the level of interest rates volatility;

— property risk deriving from changes in the level of pro-
perty market prices. Exposure to property risk arises
from property asset positions;

— currency risk deriving from adverse changes in exchan-
ge rates;

— concentration risk deriving from asset portfolio con-
centration to a small number of counterparties.

For further details on the Group’s key figures and details
on financial assets please refer to the Section Investmen-
ts in the Notes.

Financial risks are measured by means of the Group

PIM'". In particular, losses are modelled as follows:

— equity risk is modelled by associating each equity
exposure to a market index representative of its indu-
strial sector and/or geography. The potential changes
in market value of the equities are then estimated ba-
sed on past shocks observed for the selected indices;

— equity volatility risk models the impact that changes
in the equity implied volatility can have on the market
values of derivatives;

17 For the scope of the Group PIM please refer to the Executive Summary. Entities not included in the PIM scope calculate the capital requirement based on standard formula.
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— interest rate risk models the changes in the term
structure of the interest rates for various currencies
and the impact of these changes on any interest rate
sensitive assets and also on the value of future liability
cash-flows;

— interest rate volatility risk models the impact that the
variability in interest rate curves can have on both the
market value of derivatives and the value of liabilities
sensitive to interest rate volatility assumptions (such as
minimum pension guarantees);

— property risk models returns on a selection of publi-
shed property investment indices and the associated
impact on the value of the Group’s property assets.
These are mapped to various indices based on proper-
ty location and type of use;

— for currency risk, the plausible movements in exchange
rate of the reporting currency of the Group in respect to
foreign currencies are modelled, as well as the conse-
quent impact on the value of asset holdings not deno-
minated in the domestic currency;

— for concentration risk the extent of additional risk bor-
ne by the Group due to insufficient diversification in its
equity, property and bond portfolios is assessed.

The SCR for financial risk before diversification amounts
to € 13,364 million, with an incidence of 39% to the ove-
rall SCR before diversification. This is mainly driven by
equity risk, followed by interest rate, property and cur-
rency risk.

Credit Risk

The Group is exposed to credit risks related to invested
assets and also arising from other counterparties (e.g.
cash, reinsurance).

Credit risks include the following two categories:

— spread widening risk, defined as the risk of adverse
changes in the market value of debt security assets.
Spread widening can be linked either to the market’s
assessment of the creditworthiness of the specific
obligor (often implying also a decrease in rating) or to
a market-wide systemic reduction in the price of credit
assets;

— default risk, defined as the risk of incurring in losses
because of the inability of a counterparty to honour its
financial obligations.
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For the overall volume of assets subject to credit risk
please refer to the volumes of bonds and receivables
(including reinsurance recoverable) provided within the
Section Investments of the Notes.

Credit risks are measured by means of the Group PIM.

In particular:

— credit spread risk models the possible movement of
the credit spread levels for bond exposures of diffe-
rent rating, industrial sector and geography based on
the historical analysis of a set of representative bond
indices. Spread-sensitive assets held by the Group
are associated with specific indices based on the cha-
racteristics of their issuer and currency;

— default risk models the impact of default of bond is-
suers or counterparties to derivatives, reinsurance and
other transactions on the value of the Group’s assets.
Distinct modelling approaches have been implemen-
ted to model default risk for the bond portfolio (i.e.
credit default risk) and the risk arising from the default
of counterparties in cash deposits, risk mitigation con-
tracts (such as reinsurance), and other types of expo-
sures (i.e. counterparty default risk).

The Group PIM’s credit risk model evaluates spread risk
and default risk also for sovereign bond exposures. This
approach is more prudent than the standard formula,
which treats bonds issued by EU Central Governments
and denominated in domestic currency as exempt from
credit risk.

The SCR for credit risk before diversification amounts to
€ 9,850 million, with an incidence of 28% to the overall
SCR before diversification. Credit risk is mostly driven by
fixed income securities, while the contribution to SCR of
the counterparty risk (including reinsurance default) re-
mains more limited.

The credit risk assessment is based on the credit rating
assigned to counterparties and financial instruments. To
limit the reliance on external rating assessments provi-
ded by rating agencies, an internal credit rating assign-
ment framework has been set within the Group Risk Ma-
nagement Policy.

Within this framework additional rating assessments can
be performed at counterparty and/or financial instrument
level and ratings need to be renewed at least annual-

18 For the scope of the Group PIM please refer to the Executive Summary. Entities not included in the PIM scope calculate the capital requirement based on standard formula.
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ly. This process applies even where an external rating
is available. Moreover, additional assessments shall be
performed each time the parties involved in the process
possess any information, coming from reliable sources,
that may affect the creditworthiness of the issuer/issues.

The most important strategy for the mitigation of credit
risk used by the Group is the application of a liability-dri-
ven SAA, which can limit the impact of the market spre-
ad volatility. In addition, the Group is actively mitigating
counterparty default risk by using a collateralisation stra-
tegy that strongly alleviates the losses that the Group mi-
ght suffer as a result of the default of one or more of its
counterparties.

Operational Risk

Operational risk is the risk of loss arising from inadequa-
te or failed internal processes, personnel or systems, or
from external events. Losses from events such as fraud,
litigation, damages to Generali premises, cyber-attacks
and failure to comply with regulations are therefore co-
vered in the definition. It also includes financial reporting
risk but excludes strategic and reputational risks.

Although ultimate responsibility for managing the risk sits
in the first line, the so-called risk owners, the Risk Mana-
gement Function with its methodologies and processes
ensures an early identification of the most severe threats
across the Group. In doing so, it provides management
at all levels with a holistic view of the broad operational
risk spectrum that is essential for prioritizing actions and
allocating resources in most risk related critical areas.

The purpose of Operational Risk Management within Ge-
nerali Group is to generate awareness of the operational
risks in all Generali companies and foster a risk culture
amongst all employees and to learn from past operatio-
nal errors and events that either did or could have re-
sulted in an operational loss. Moreover, the Operational
Risk Management approach ensures the identification
and assessment of the operational risk also developing
a forward-looking mechanism, to reduce operational los-
ses and other indirect consequences, including reputa-
tional damage and missed opportunities, resulting from
the occurrence of operational risk events and to enable
management to conclude on the effectiveness of the in-
ternal control system related to operational risk mana-
gement.
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Generali Group accepts that some level of operational
risk needs to be tolerated in order to conduct business,
according to Group RAF. Group companies define and
review risk tolerance limits both from a forward-looking
perspective and for a backwards perspective, setting up
effective escalation mechanism in case of limits viola-
tions.

The target is achieved by adopting methodologies and
tools in line with industry best practices and by establi-
shing a strong dialogue with the first line of defence.

Furthermore, since 2015, the Group has been exchanging
operational risk data in an anonymized fashion throu-
gh the “Operational Risk data eXchange Association
(ORX)”, a global association of operational risk practitio-
ners where main industry players also participate. The
aim is to use the data to improve internal controls and
to anticipate emerging trends. In addition, since losses
are collected by the first line, the process contributes to
create awareness among the risk owners upon risks that
actually impact the Group. In this sense, a primary role
is played by Group-wide forward-looking assessments
that aim to estimate the evolution of the operational risk
exposure in a given time horizon, supporting in the anti-
cipation of potential threats, in the efficient allocation of
resources and related initiatives.

Based on the last assessments, the most relevant sce-
narios at Group level are related to cyber-attacks and the
regulatory evolutions.

The risks related to non-compliance are addressed by a
dedicated and independent Group Compliance Function
that provides guidance to the local teams and monitors
the execution of the Group Compliance Program.

To further strengthen the internal control systems and
in addition to the usual risk owners’ responsibilities for
managing their risks, the Group established specialised
units within the first line of defence with the scope of de-
aling with specific threats (e.g. cyber risk, fraud, financial
reporting risk) and that act as a key partner for the Risk
Management Function.

Another benefit from this cooperation is constituted by a
series of risk management measures triggered across the
Group as a result of control testing, assessments and the
collection of operational risk events.
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An example is the creation of a dedicated unit for the ma-
nagement and coordination of the Group-wide IT Securi-
ty that steers the evolution of the IT security strategy and
operating model, ensuring a timely detection and fixing
of the vulnerabilities that may affect the business. This
initiative helps the Group to better cope with the growing
threat represented by cyber risk.

The SCR for operational risk before diversification
amounts to € 2,286 million, with an incidence of 7% to
the overall SCR before diversification. The SCR for ope-
rational risk is calculated based on standard formula.

Other Material Risks
Liquidity Risk

Liquidity risk is defined as the uncertainty, emanating
from business operations, investment or financing activi-
ties, over the ability of the Group and Group companies
to meet payment obligations in a full and timely manner,
in a current or stressed environment.

The Group is exposed to liquidity risk from its insurance
operating activity, depending on the cash flow profile of
the expected business, due to the potential mismatches
between the cash inflows and the cash outflows deriving
from the business.

Liquidity risk can also stem from investing activity, due to
potential liquidity gaps deriving from the management of
the asset portfolio as well as from a potentially insufficient
level of liquidity in case of disposals (e.g. capacity to sell
adequate amounts at a fair price and within a reasonable
timeframe). Finally, the Group can be exposed to liquidi-
ty outflows related to issued guarantees, commitments,
derivative contract margin calls or regulatory constraints.

The Group’s liquidity risk management relies on projecting
cash obligations and available cash resources over defi-
ned time horizons, to monitor that available liquid resour-
ces are at all times sufficient to cover cash obligations
that will become due in the same horizons.

A set of liquidity risk metrics (liquidity indicators) has
been defined to monitor the liquidity situation of each
Group insurance company on a regular basis. All such
metrics are forward-looking, i.e. they are calculated at a
future date based on projections of cash flows, assets
and liabilities and an assessment of the level of liquidity
of the asset portfolio.
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The metrics are calculated under both the so-called
“base scenario”, in which the values of cash flows, as-
sets and liabilities correspond to those projected ac-
cording to each company’s Strategic Plan scenario,
and a set of so-called “stress scenarios”, in which the
projected cash inflows and outflows, the market price
of assets and the amount of technical provisions are
calculated to take into account unlikely but plausible
circumstances that would adversely impact the liquidity
of each company.

Liquidity risk limits have been defined in terms of value
of the above-mentioned liquidity indicators. The limit fra-
mework is designed to ensure that each Group company
holds a “buffer” of liquidity in excess of the amount requi-
red to withstand the adverse circumstances described in
the stress scenarios.

Generali has defined a set of metrics to measure liquidity
risk at Group level, based on the liquidity metrics calcu-
lated at company level. The Group manages expected
cash inflows and outflows in order to maintain a suffi-
cient available level of liquid resources to meet its me-
dium-term needs. The Group metrics are forward-looking
and are calculated under both the base and stress sce-
narios.

The Group has established clear governance for liqui-
dity risk measurement, management, mitigation and
reporting, including specific limit setting and the esca-
lation process in case of limit breaches or other liquidity
issues.

The principles for liquidity risk management designed at
Group level are fully embedded in strategic and business
processes, including investments and product develop-
ment.

Since Generali explicitly identifies liquidity risk as one
of the main risks connected with investments, indica-
tors as cash flow duration mismatch are embedded in
the Strategic Asset Allocation process. Investment li-
mits are set to ensure that the share of illiquid assets
remains within a level that does not impair the Group’s
asset liquidity.

The Group has defined in its Life and P&C Underwri-
ting Policies the principles to be applied to mitigate the
impact on liquidity from surrenders in life business and
claims in non-life business.
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Reputational, Contagion and Emerging
Risk

Although not included in the calculation of SCR, the fol-

lowing risks are also taken into account:

- reputational risk referring to potential losses arising
from deterioration or a negative perception of the
Group among its customers and other stakeholders.

— emerging risks arising from new trends or evolving ri-
sks which are difficult to perceive and quantify, althou-
gh typically systemic. These typically refer to techno-
logical changes (big data, blockchains, autonomous
machines), environmental trends (climate change),
geopolitical developments, regulatory developments,
etc. For the assessment of these risks and to raise the
awareness on the implications of the emerging trends,
Group Risk Management engages with a dedicated
network, including specialists from Business Functions
(e.g. Insurance, Investment, Actuarial, Sustainability
and Social Responsibility, Marketing etc.). The Group
also participates to the Emerging Risk Initiative (ERI),
a dedicated working group of the CRO Forum. Within
ERI emerging risks common to the insurance industry
are discussed and specific studies are conducted.

Sensitivity Analysis
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— contagion risk is inherent in the Group structure. It
refers to potential negative implications that events
occurring within one Group company may negatively
affect other Group companies (or the Group itself).

Sensitivity Analysis

To test the Group’s solvency position resilience to ad-
verse market conditions or shocks, sensitivity analysis
taking into account unexpected, potentially severe, but
plausible events is undertaken. The purpose of such
analysis is to create awareness and prepare to take ap-
propriate management actions should such events ma-
terialize.

The following template provides the results of the sensi-
tivity analysis conducted on the Group main risk drivers
(e.g. interest rates, equity shock, credit spreads).

The changes in terms of percentage points in respect to
baseline scenario at YE17 (Solvency ratio equal to 208%)
are the following:

Interest rate up Interestrate  Equity up  Equity down CSon CSon BTP Ultimate

50bps down 50bps 25% 25% corporate up up 100bps forward rate

50bps down 15bps

Change in Solvency Ratio +4pps -7pps +5pps -6pps -3pps -12pps -1pps

(*) Preliminary figures.
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In 2018, a continuation of the current growth dynamics
is expected; in the Eurozone, this growth should settle
at 2.1%, marginally lower than in 2017, due to exports
supported by a global recovery as well as consumption
increasing as a result of the continued decline in unem-
ployment and investments favoured by positive conditions
for accessing credit.

As for the United States, a continuation of the current
growth phase is forecasted, with a slight acceleration (real
GDP of +2.4%) due to the tax reform that - as a main ele-
ment - reduces the tax rate on companies from 35% to
21%. The effect on families will be reduced and concen-
trated on higher income brackets. With regard to monetary
policy, the Fed is expected to follow its path of “normali-
zation”, increasing its reference rate three times, thus brin-
ging the corridor to 2.00% - 2.25%.

Given solid growth and slightly higher inflation forecasts,
returns within financial markets should increase, reporting
growth that is probably slightly higher in the Eurozone with
investors that are increasingly looking forward towards the
first increase in the interest rates of reference by the ECB in
2019. As aresult, both public and private bond performan-
ces are expected to be negative. The sovereign spreads of
countries in Southern Europe could be negatively affected
in the first part of the year given the uncertainty over both
the Italian political context and the Catalan issue.

With regard to stock markets, the growth trend should
continue. Although markets are already somewhat over-
valued, the current favourable economic situation, US tax
reform and the still extensive levels of liquidity will foster
this growth.

With regard to insurance markets, in 2018 growth in the
P&C segment will continue thanks to the positive trends
in the economy. The unfavourable situation within the
Life segment could continue, even if there could be a few
positive signs thanks to the expected positive trend in
available income and - within Italy - the presence of re-
gulations which should render the sale of traditional pro-
ducts less unfavourable.

With regard to the reinsurance business, the anomalous
frequency of major catastrophic events in the second
half of 2017 - which mainly affected the Caribbean ar-
eas and the United States - should be noted. Hurricanes
Harvey, Irma and Maria in late August/early September
caused insured losses of around $ 93 billion. In addition,
the earthquakes that affected Mexico as well as the vast
forest fires in California and the Iberian Peninsula nega-
tively affected the reinsurance industry while, however,
demonstrating its financial strength in sustaining an ex-
traordinary sequence of claims. Consequently, the main
renewal season, concentrated on 1 January, highlighted
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the end of the soft cycle and a trend reversal which also
spread to business classes not affected by the afore-
mentioned events.

The Generali Group - although partly affected by the hur-
ricanes - exploited the benefits of a centralized reinsur-
ance structure which allowed for greater control over risk
retention levels, thereby mitigating the impact of losses
to levels that were essentially in line with the averages of
previous years. In accordance with the market cycle, re-
insurance costs have marginally suffered from the contin-
gent circumstances, recording increases, although very
limited, in reinsurance expenses for the 2018 coverages
keeping retentions unchanged or, in some cases, even
more conservative.

Within the Life segment, the Group will continue to face,
in 2018, the various and dynamic constraints that are de-
rived from the regulatory sector as well as markets cha-
racterized by significant competition in a financial scena-
rio featuring continuing low interest rates.
The strategy is based on Life portfolio rebalancing with
the objective of optimizing profitability and allowing for
efficient capital allocation. Significant focus was placed
on strengthening the Generali brand by simplifying and
innovating the range of product solutions which will be
marketed through the most suitable, efficient and mo-
dern distribution channels that are increasingly based on
digital processes. As a result, actions dedicated to Life
portfolio enhancement will continue with renewed em-
phasis:

— the creation of new business based on the selective
development of sustainable lines of business such as
the Protection & Health and unit-linked lines; the latter
serves as an alternative to investments in traditional
funds which are only still sustainable if capital-light.
The development of these lines of business will aim
at offering a wide range of insurance solutions adap-
ted to risk and investment profiles for the benefit of
both the policyholders and the Group. In particular,
and with regard to Protection & Health products, the
focus is on traditional risk coverage enriched with cu-
stomer services that render the management and so-
lution of critical issues subject to coverage even more
concrete; unit-linked target products are characterized
by protection mechanisms that are capable of coping
with potential market crashes (e.g. selection of volatili-
ty-controlled funds);

— with regard to in-force business, actions dedicated to
improving the degree of persistency of value portfolios,
in particular through actions which aim to strengthen
relations with existing customers on the basis of an
analysis of current insurance needs.
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The Group’s upcoming objectives include following up
on the positive results of the rebalancing of the business
mix while emphasizing the focus on market positioning in
terms of premiums.

Premium trends will continue to reflect a careful
underwriting policy, in line with the common Group
goals and driven by a focus on the central importance of
customers’ interest, as well as the value of the products
and the risk appetite framework.

Within the P&C segment, premiums are forecasted to
continue their growth trend in the primary geographical
areas of operation of the Generali Group. This growth is
consistent with the relative growth of GDP within a mac-
roeconomic context featuring general recovery despite
persistently strong competition, particularly in the cor-
porate sector. The growth will be driven by motor - trig-
gered by the economic recovery and the increase in the
average premium - in order to cope with claims inflation,
while non-motor, although increasing, will be more af-
fected by competitive pressure.

Competition is also expected to accelerate in terms of
distribution; in fact, digital transformation will create
more space for non-traditional or non-exclusive distri-
bution networks (such as aggregators), with a potential
impact, from the business perspective, on volumes and
profits. To deal with this situation, the Group is intensify-
ing its implementation of a series of initiatives launched
previously in order to offset the effects on profitability (es-
pecially in the motor, particularly fleets, but not only) with
anti-cyclical measures, a disciplined approach to set-
ting prices and risk selection, improving customer pro-
filing, promoting long-term relationships and developing
products with a modular system to take up non-motor
cross-selling opportunities.

Management of the P&C segment - due to the level of
capital absorption of these products which allow for ef-
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ficient allocation - will therefore continue to be a foun-
dational principle for implementing the Group’s strategy
whose obijective is to become the European leader in the
retail segment.

With reference to the Group investments policy, an asset
allocation strategy aimed at consolidating current returns
and safeguarding consistency with liabilities to policy-
holders will continue.

With regard to fixed-income investments, the investment
strategy aims to diversify the portfolio, both within the
sector of government bonds as well as in terms of cor-
porate bonds in order to guarantee adequate profitability
to policyholders as well as a satisfactory return on capital
while maintaining a controlled risk profile.

Alternative investments are considered interesting for
their contribution to portfolio diversification, and the
creation of a multi-boutique insurance asset manager
platform is part of the strategy aimed at enhancing in-
vestment capacity in these market sectors and within a
context where total investment volumes are influenced
by the limited supply and the high-quality requirements
of investment policies.

With reference to stock exposure, ‘controlled volatility’
strategies will be adopted.

New investments in the real estate sector will be primarily
oriented towards the European market and - to a limit-
ed extent - other geographical areas in order to improve
the overall diversification of the portfolio. The focus on
efficiency in management of the existing portfolio also
continues in order to optimize internal geographical di-
versification within Europe.

The aforementioned initiatives will enable the Group to
counteract the prolonged scenario of low interest rates
and encourage growth, thereby confirming the pre-
established objectives of the strategic plan.
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Consolidated Non-Financial Statement
pursuant to Leg. Decree 254/2016

The Annual Integrated Report also provides non-financial information, in accordance with the provisions of legislative
decree of 30 December 2016, no. 254 (Leg. Decree 254/2016), in implementation of European Directive 2014/95.

To the extent necessary for an understanding of the Group development, performance, position and impact of its
activity, information relating to:

— environmental matters;

social matters;

employee matters;

respect for human rights;

anti-corruption and bribery matters;

which are relevant to the activities and characteristics of the Group is disclosed while also at least describing:

— the organization and management model, including direct and indirect impact (p. 18). The main operating compa-
nies based in Italy have adopted models pursuant to article 6, paragraph 1, letter a), of legislative decree of 8 June
2001, no. 231. These models aim at mitigating risks connected to offences that are relevant also to legislative decree
of 30 December 2016, no. 254. As for the Parent Company’s model, refer to the Corporate Governance and Share
Ownership Report 2017, p. 125-127;

— the policies applied (p. 22 and 38);

— the non-financial key performance indicators (p. 10, 19, 32-33 as well as where indicated through the infographic);

— the principal risks related to the matters aforementioned (p. 22-29, 33).

Based on the Group’s consolidated methodological decisions pertaining to integrated reporting, the Report is drafted
in accordance with the Guiding Principles and Content Elements envisaged by the International <IR> Framework,
approved by the International Integrated Reporting Council (IIRC). The standard adopted for the disclosure of the
material matters identified by the Group, especially of those non-financial ones envisaged by Leg. Decree 254/16, is
the Consolidated Set of GRI Sustainability Reporting Standards, issued in 2016 by the GRI - Global Reporting Initiative
(GRI-Referenced claims), with reference to selected GRI Standards and indicators of the GRI G4 Financial Services
Sector Disclosures, as detailed in the Note to the Management Report.

The disclosure of the aforementioned matters is therefore integrated into the Annual Integrated Report of the Group: this
decision complies not only with current legislation, but also with the International <IR> Framework, in particular with the
Materiality, Connectivity of information and Conciseness Guiding Principles. For the purposes of simplifying the fulfilments
required by the decree and also promoting greater accessibility to published non-financial information, the latter is clearly
identified within this Report, even through the use of infographic in the margin.

Information which is relevant to this decree has been identified through an innovative materiality process developed in
accordance with the <IR> Framework. In particular, the starting points were the matters contained in the materiality matrix
created in 2016 where primary importance is ascribed to the perspective of internal and external stakeholders. These
matters were found within the primary reporting documents produced by the Company and approved by corporate
bodies or, at least, at the top levels of Generali. Research activities were implemented through content analysis of a
documentary sample of about 1,500 pages, including the presentation of the Group’s strategy to the market, the Charter
of Sustainability Commitments, the minutes of the annual Shareholders’ Meetings and the transcripts of conference calls
with investors. With respect to the 20 starting matters of the aforementioned materiality matrix, the analysis identified the
following 11 matters as most material in terms of frequency within the documentary sample:

1. Responsible business management 7. Attracting talent and development of human capital
2. Climate change and natural disasters 8. Employee engagement and promotion of a common
3. Responsible remuneration and incentives culture

4. Quality of the customer experience 9. Data and cyber security

5. Product and service development 10. Demographic and social change

6. Responsible investments and underwriting 11. Prevention of corruption

Given its connection with the strategy, complementary information is also provided as for:

12. Diversity, inclusion and equal opportunities
13. Relations with distributors

Glossary available at the end of this document
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Such matters are disclosed in this Report in a manner which is consistent with the strategic orientation and business
management of the Group. The specific performance indicators are those related to the strategic plan or those which
are monitored operationally during planning and control processes while taking into account the relative scope that is
currently applied. Finally, where feasible, a comparison is offered with the previous period.

For the purposes of promoting greater accessibility to non-financial information, the following table highlights the
connection between the matters of Leg. Decree 254/2016 and those most material to the Group, as well as an indication
of the related section of the Report in which they are reported in addition to our support for the Sustainable Development
Goals launched by the United Nations.

WELELIGOALS

Leg. Decree 254/16 matters Material matters for the Generali Group Sections of the Report

environmental matters 1. Responsible business management Group highlights (p. 10)
2. Climate change and natural disasters How we create sustainable value:
5. Product and service development our business model (p. 18)
6. Responsible investments and underwriting Our rules for running business with integrity (p. 22)
Risks and opportunities of the external context (p. 24)
Our performance (p. 43 and p. 49)
social matters 1. Responsible business management Group highlights (p. 10)
4. Quality of the customer experience How we create sustainable value:
5. Product and service development our business model (p. 18)
9. Data and cyber security Vision, Mission, Values (p. 21)
10. Demographic and social change Risks and opportunities of the external context (p. 24)
13. Relations with distributors Our strategy (p. 30)
Our performance (p. 43)
employee matters 1. Responsible business management Group highlights (p. 10)

3. Responsible remuneration and incentives
7. Attracting talent and development of

human capital

How we create sustainable value:
our business model (p. 18)
Our strategy (p. 32)

8. Employee engagement and promotion Our governance and remuneration policy (p. 38)
of a common culture
12. Diversity, inclusion and equal opportunities

respect for human rights 1. Responsible business management Our rules for running business W@ ESREGOALS

6. Responsible investments and underwriting with integrity (p. 22)

Our performance (p. 49)

anti-corruption and 1. Responsible business management Our rules for running business with integrity (p. 22)
bribery matters 6. Responsible investments and underwriting Our performance (p. 49)

(o]

. Employee engagement and promotion
of a common culture
. Prevention of corruption

Pursuant to article 5 of the Consob Regulation 18 January 2018, no. 20267 the Generali Group has assigned the auditing
firm EY S.p.A. - the current external auditor for the financial statements - with the task of performing the limited assurance
activity on this Statement. The Report drafted by EY S.p.A. is attached to this document.

Milan, 14 March 2018
The Board of Directors
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EY S.p.A Tel: +38 040 7783011
Largo Don Bonifacio, 1 Fax: +38 040 7783068
34125 Trieste ay.com
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working world

INDEPENDENT AUDITORS' REFORT ON THE CONSOLIDATED DISCLOSURE OF NON-
FINANCIAL INFORMATION IN ACCORDAMNCE WITH ARTICLE 3, PAR. 10, OF LEGISLATIVE
DECREE 254/2016 AND WITH ARTICLE 5 OF CONSOB REGULATION ADOPTED WITH
RESOLUTION 20267

(Translation from the original Italian text)

To the Board of Directors of
Assicurazioni Generali S,FJA.

We have performed a limited assurance engagement pursuant to Article 3, paragraph 10, of
Legislative Decree 30 December 2016, n. 254 (hereinafter "Decree”) and article 5 of CONSOB
Regulation adopted with Resolution 20267, on the consolidated disclosure of non-financial
information of Generali Group (hereinafter the "Group” or " Generali Group”) for the year ended
31 December 2017 in accordance with article 4 of the Decree, presented in the specific section of
the Management Report approved by the Board of Directors on 15 March 2018 (hereinafter
"DNF").

Responsibilities of Directors and Board of Statutory Auditors for the DNF

The Directors are responsible for the preparation of the DNF in accordance with the requirements
of articles 3 and 4 of the Decree and the "Global Reporting Initiative Sustainability Reporting
Standards” defined in 2016 by GRI - Global Reporting Initiative ("GRI Standards”),identified by
them as a reporting standard methodology, with reference to selected GRI Standards, as
illustrated in the Management Report section "Note to the Management Report”.

The Directors are also responsible, within the terms provided by law, for that part of internal
control that they consider necessary in order to allow the preparation of the DNF that is free from
material misstatements caused by fraud or not intentional behaviors or events.

The Directors are also responsible for identifying the contents of the DNF within the matters
mentioned in article 3, par. 1, of the Decree, considering the business and the characteristics of
the Group and to the extent deemed necessary to ensure the understanding of the Group's
business, its performance, its results and its impact.

The Directors are also responsible for defining the Group's management and organization
business model, as well as with reference to the matters identified and reported in the DNF, for
the policies applied by the Group and for identifying and managing the risks generated or incurred
by the Group.

The Board of Statutory Auditors is responsible, within the terms provided by the law, for
overseeing the compliance with the requirements of the Decree.

Statement Management Report Statements ‘ 125 ‘
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Auditors’ independence and quality control

We are independent in accordance with the ethics and independence principles of the Code of
Ethics for Professional Accountants issued by the International Ethics Standards Board for
Accountants, based on fundamental principles of integrity, objectivity, professional competence
and diligence, confidentiality and professional behavior. Our audit firm applies the International
Standard on Quality Control 1 (I1SQC Italia 1) and, as a result, maintains a quality control system
that includes documented policies and procedures regarding compliance with ethical
requirements, professional standards and applicable laws and regulations.

Auditors’ responsibility

It is our responsibility to express, on the basis of the procedures performed, a conclusion about
the compliance of the DNF with the reguirements of the Decree and of the "Global Reporting
Initiative Sustainability Reporting Standards” defined in 2016 by GRI - Global Reporting Initiative
("GRI Standards”), with reference to selected GRI Standards. Our work has been performed in
accordance with the principle of "International Standard on Assurance Engagements ISAE 3000
(Revised) - Assurance Engagements Other than Audits or Reviews of Historical Financial
Information” (hereinafter "ISAE 3000 Revised"), issued by the International Auditing and
Assurance Standards Board (JAASB) for limited assurance engagements. This standard requires
the planning and execution of work in order to obtain a limited assurance that the DNF is free
from material misstatements. Therefore, the extent of work performed in our examination was
lower than that required for a full examination according to the ISAE 3000 Revised ("reasonable
assurance engagement") and, hence, it does not provide assurance that we have become aware
of all significant matters and events that would be identified during a reasonable assurance
engagement.

The procedures performed on the DNF were based on our professional judgment and included
inquiries, primarily with company's personnel responsible for the preparation of the information
included in the DNF, documents analysis, recalculations and other procedures in order to obtain
evidences considered appropriate.

In particular, we have performed the following procedures:

1. analysis of the relevant topics in relation to the activities and characteristics of the Group
reported in the DNF, in order to assess the reasonableness of the selection process
applied in accordance with the provisions of article 3 of the Decree and considering the
reporting standard applied;

2. analysis and evaluation of the criteria for identifying the consolidation area, in order to
evaluate its compliance with the provisions of the Decree;

3. understanding of the following aspects:

o group's management and organization business model, with reference to the
management of the topics indicated in article 3 of the Decree;

o  policies adopted by the Group related to the matters indicated in art. 3 Decree,
results achieved and related key performance indicators;

o  main risks, generated or suffered related to the matters indicated in the article 3 of
the Decree.

With regard to these aspects, we obtained the documentation supporting the information
contained in the DNF and performed the procedures described in item 5. a) below.

4, Understanding of the processes that lead to the generation, detection and management
of significant qualitative and quantitative information included in the DNF.
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In particular, we have conducted interviews and discussions with the management of the
Assicurazioni Generali 5.p.A. and with the personnel of Generali Italia S.p.A., Generali
Versicherung AG (AT), Ceska pojist'ovna a.s., Generali France S.A., Generali Deutschland
AG, Generali Personenversicherungen AG, Generali Espana S.A. de Seguros y Reaseguros
and we have performed limited documentary evidence procedures, in order to collect
information about the processes and procedures that support the collection, aggregation,
processing and transmission of non-financial data and information to the management
responsible for the preparation of the DNF.

Furthermore, at group level, for significant information, considering the Group activities
and characteristics:

* at Group level,

i, with reference to the qualitative information included in the DNF, and in
particular to the business model, policies implemented and main risks, we
carried out inguiries and acquired supporting documentation to verify its
consistency with the available evidence;

ii. with reference to quantitative information, we have performed both
analytical procedures and limited assurance procedures to ascertainon a
sample basis the correct aggregation of data.

«  For the following companies, Generali Italia S.p.A., Generali Versicherung AG (AT),
Ceska pojist'ovna a.s., Generali France S.A., Generali Deutschland AG, Generali
Personenversicherungen AG, Generali Espana 5.A. de Seguros y Reaseguros, which
we have selected based on their activity, relevance to the consolidated performance
indicators and location, we have carried out site visits during which we have had
discussions with management and have obtained evidence about the appropriate
application of the procedures and the calculation methods used to determine the
indicators.

Conclusion

Based on the procedures performed, nothing has come to our attention that causes us to believe
that DNF of the Generali Group for the year ended 31 December 2017 has not been prepared, in
all material aspects, in accordance with the requirements of articles 3 and 4 of the Decree and
the GRI Standards, with reference to selected GRI Standards.

Other Information

The comparative information presented in the DNF for the year ended 31 December 2016, have
not been examined.

Trieste, 27 March 2018

EY S.p.A.
Signed by: Paolo Ratti, Partner

This report has been translated into the English language solely for the convenience of
international readers.
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Note to the Management Report

The Consolidated Financial Statements of the Gene-
rali Group as at 31 December 2017 were drawn up in
accordance with the IAS/IFRS international accounting
standards - issued by the IASB and endorsed by the
European Union - as well as with Regulation (EC) no.
1606/2002, Leg. Decree 58/1998 as amended, and Leg.
Decree 209/2005, as amended by Leg. Decree 32/2007.

This annual Report includes both the consolidated fi-
nancial statements and notes in accordance with ISVAP
Regulation of 13 July 2007, no. 7 as amended, and the
information required under CONSOB Communication of
28 July 2006, no. 6064293. As allowed by the aforemen-
tioned ISVAP Regulation, the Generali Group believed it
appropriate to supplement its consolidated financial sta-
tements with detailed items and provide further details
in the notes, also to meet the international accounting
standards (IAS/IFRS) requirements.

The Group used the option provided for under art. 70,
paragraph 8, and art. 71, paragraph 1-bis of the Issuers’
Regulation to waive the obligation to publish the infor-
mation documents provided for in relation to significant
mergers, de-mergers or capital increases by contribution
of assets, acquisitions and disposals.

At 31 December 2017, the consolidated scope decrea-
sed from 428 to 423 companies, of which 388 were con-
solidated on a line by line basis, and 35 measured with
the equity method.

This Report was drawn up in euros (the functional cur-
rency used by the entity that prepared the Consolidated
Financial Statements) and the amounts were shown in
millions, rounded to the first decimal unless otherwi-
se stated, and therefore the rounded amounts may not
always coincide with the rounded total.

A description of the alternative performance indicators
presented in this Report is available in the related Metho-
dological note.

The Annual Integrated Report also provides non-financial
information, in accordance with the provisions of Leg.
Decree 254/2016, in implementation of European Directi-
ve 2014/95, and Consob Regulation of 18 January 2018,
no. 20267.

Consolidated Non-Financial
Statement, p. 120

All the disclosures by geographic area within this Report
is based on the new Group managerial structure, made
up of the business units in the main three markets - Italy,
France and Germany - and four regional structures:

— Central and Eastern Europe countries: Czech Repu-
blic, Poland, Hungary, Slovakia, Serbia/Montenegro,
Romania, Slovenia, Bulgaria and Croatia;

— International: consisting of EMEA, Americas, Asia, Eu-
rop Assistance and Other companies;

— Investments, Asset & Wealth Management, which in-
cludes the main Group entities operating in investment
advisory, asset management and financial planning;

— Group holdings and other companies, which includes
the Parent Company’s management and coordination
activities, including Group reinsurance, other financial
holding companies and suppliers of international ser-
vices not included in the previous geographic areas.

Our reference market:
positioning and performance, p. 58

As noted above, the Management Report is drafted in
compliance with currently effective regulations as well as
the Content Elements and Guiding Principles envisaged
by the International <IR> Framework of the International
Integrated Reporting Council (IIRC).

The Annual Integrated Report enriches and makes the
Management Report more accessible, expanding con-
tents while maintaining a more rigorous and logical order.

Respect for the International <IR> Framework as for the
Content Elements is shown in the margin: each chapter
of the Report, that presents a new structure, meets one
or more Content Elements. The Guiding Principles are il-
lustrated later.
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Annual THE INTERNATIONAL Content
<IR> FRAMEWORK

Annual Integrated
Report 2017 Integrated

Report

Elements

GENERALI

INTEGRATED REPORTING <>

We, Generali
Group highlights Performance
23:7'] Ias::rzo 18 key facts Organisational overview and external environment

How we create sustainable value: our business model Business model

Vision, Mission, Values Organisational overview and external environment

Organisational overview and external environment
Performance
Risks and opportunities

Our rules for running business with integrity

Strategy
Our strategy Performance
Our governance and remuneration policy Governance

Risks and opportunities of the external context Risks and opportunities

Our performance Performance

Outlook Outlook

NNV NV N N N (W NV NV

As regards the Guiding Principles, the Strategic focus  terial aspects for the Group. The Materiality approach
and future orientation principle is applied in the whole is presented in detail in the Consolidated Non-Financial
document. Indeed, the strategy guides the process of  Statement.

creating value and summarizes in and of itself the ma-

Consolidated Non-Financial
Statement, p. 120
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In accordance with the Connectivity of information prin-
ciple, the report should represent the combination and
interrelatedness of the factors that influence the ability
to create value over time. The key forms of connectivity
used by Generali include the connectivity between qua-
litative and quantitative information, financial and non-fi-
nancial information, in accordance with the information
included in other communication tools. Other elemen-
ts that improve the connectivity of information and the
overall usefulness of the report are the cross-referencing
(also thanks to the graphic component) and a clear lan-
guage. The Glossary can be used where the language
is excessively technical. Generali also publishes an inte-
ractive version of the integrated financial statements on
its website. This is another tool to further highlight the
connectivity of information.

Generali maintains Stakeholder relationships in order to
understand and meet their needs, especially their infor-
mation and dialogue requirements.

We regularly engage with investors, analysts and rating
agencies to fulfil their information needs. The interaction
takes place during quarterly results presentation, as well
as during the annual Shareholders’ Meeting and Investor
Days. We also organise roadshows and sector confe-
rences, providing them with the appropriate information.
During 2017 we came into contact with more than 680
people (about 250 individual meetings and 430 small
group meetings) in the most important financial centres
of Europe and North America.

We regularly interact with regulators and the Europe-
an Institutions to maintain good relationships and share

Annual Integrated

Financial statements
and notes

As for Reliability and completeness, the Annual Integra-
ted Report is supported by a structured information sy-
stem, processing financial and non-financial information.
This allows Generali to increase homogeneity and relia-
bility of both types of information. As for the scope of the
reporting, the performance indicators refer to the entire
Group unless otherwise indicated.

In accordance with the Consistency and Comparability
principle, the report includes information that is consi-
stent with the previous year, unless otherwise indicated,
and the strategic objectives announced to the market.

Annual Integrated Report and Consolidated Financial Statements 2017

authoritative and updated information in order to proper-
ly interpret and apply new regulations. We also offer our
skills and contribute to public consultations for the defi-
nition of new laws and regulations in the sector, by pro-
viding, in view of our direct experience, concrete indica-
tions in order to safeguard the specificities of the Group
and the insurance industry. To this purpose, we collabo-
rate with several trade organizations and associations.
Our active presence in these organizations allows us also
to expand our knowledge of the different regulations and
potential impacts.

Some years ago we started interacting with students
from the main Italian universities, providing specific ses-
sions on our new reporting approach and on the implica-
tions at a national and international level. With a survey
we are also taking their feedback and suggestions on
the Integrated Report implementation. As from 2016, we
have extended this experience to Group employees as
well. Overall, we met with around 260 people.

We also engage customers, distributors and Group
employees with a view to continuous improvement.

Our report has been improved in many aspects also con-
sidering our stakeholders’ feedback; for instance, Con-
ciseness was improved, as was connectivity among the
Group’s different reports and among the different parts of
the report, therefore making it easier to read with a more
logical structure. The diagram below shows the passage
from the Annual Integrated Report, drawn up in accor-
dance with the Materiality principle, to the Annual Inte-
grated Report and Consolidated Financial Statements,
drawn up in accordance with the law.

Integrated Report

nsolidated
Financial Statements 2017

Report Management
Report Annual Integrated
Additional management Report and
information Consolidated Financial
Statements

In this Report, the standard adopted for the disclosure
of the material matters identified by the Group, especial-
ly of those non-financial ones envisaged by Leg. Decree
254/16, is the Consolidated Set of GRI Sustainability Re-
porting Standards, issued in 2016 by the GRI - Global
Reporting Initiative (GRI-Referenced claims), with refe-
rence to selected GRI Standards and indicators of the
GRI G4 Financial Services Sector Disclosures.

Consolidated Non-Financial
Statement, p. 120
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In accordance with the provisions of GRI 101: Founda-

tion, paragraph 3, it references not only to GRI 103: Ma-

nagement Approach but also to the following GRI Sustai-

nability Reporting Standards, paragraph 1:

— GRI 102: General Disclosures 2016 - Disclosure 102-16
Values, principles, standards, and norms of behavior as
for the material matter Responsible business manage-
ment;

— GRI 102: General Disclosures 2016 - Disclosure 102-
43 Approach to stakeholder engagement as for the
material matter Quality of the customer experience;

— GRI 205: Anti-corruption 2016 as for the material mat-
ter Prevention of corruption;

— GRI 305: Emissions 2016 - Disclosure 305-5 Reduction
of GHG emissions' as for the material matter Climate
change and natural disasters;

— GRI 404: Training and Education 2016 as for the ma-
terial matters Attracting talent and development of hu-
man capital and e Employee engagement and promo-
tion of a common culture;

— GRI 413: Local Communities 2016 as for the material
matter Demographic and social change;

— GRI 418: Customer Privacy 2016 as for the material
matter Data and cyber security.

Certain information more suitable for us is reported, con-

sidering the following GRI Sustainability Reporting Stan-

dards - General Disclosures and Topic Specific Disclo-
sures:

— GRI 102: General Disclosures 2016 - Disclosure 102-

Consolidated Non-Financial
Statement

Consolidated Financial
Statements
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35 (a) Remuneration policies as for the material matter
Responsible remuneration and incentives;

— GRI 205: Anti-corruption 2016 - Topic Specific Disclo-
sure 205-2 (e - aggregated data) Communication and
training about anti-corruption policies and procedures;

— GRI 305: Emissions 2016 - Topic Specific Disclosure
305-1 (b, d, g) Direct (Scope 1) GHG emissions, 305-2
(c, d, g) Energy indirect (Scope 2) GHG emissions, and
305-3 (b, e, g) Other indirect (Scope 3) GHG emissions;

— GRI 404: Training and Education 2016 - Topic Specific
Disclosure 404-1 (a - aggregated data) Average hours
of training per year per employees, and 404-3 (a - ag-
gregated data) Percentage of employees receiving re-
gular performance and career development reviews.

Finally, the following indicators of the GRI G4 Financial

Services Sector Disclosures are considered:

— FS7 Monetary value of products and services designed
to deliver a specific social benefit for each business
line broken down by purpose as for the material matter
Product and services development;

— FS8 Monetary value of products and services designed
to deliver a specific environmental benefit for each bu-
siness line broken down by purpose as for the material
matter Product and services development;

— FS11 Percentage of assets subject to positive and ne-
gative environmental or social screening as for the ma-
terial matter Responsible investments and underwriting.

The reporting process and methodologies to calculate

indicators are included in a specific document.

Changes in the presentation of the performance indicators of the Group

All the comparative economic and performance indicators included in this Management Report have been restated
in line with the current consolidation scope and the review of the disclosure by geographic area as indicated above.
It is therefore noted that the changes in the Management Report are on a like-for-like basis, excluding the aforemen-
tioned discontinued or disposed operations with reference to 31 December 2017 from the comparative period.

As abovementioned, the comparative KPlIs in this Report have been recalculated as follows:

(€ million) 31/12/2016 Change 31/12/2016
as previously published restated

Gross written premiums 70,513 -1,606 68,907
Life gross written premiums 49,730 -1,330 48,400

P&C gross written premiums 20,783 -276 20,507

Life Net cash inflows 12,049 -256 11,793
Operating result 4,830 -46 4,783
Life 3127 -43 3,084

P&C 2,044 29 2,073
Holding and other businesses -91 17 -74
Consolidation adjustments -251 -49 -300
Non-operating result -1,529 4 -1,526
Assets Under Management 530,401 -14,082 516,319
Group debt 51,416 -10,302 41,114

*

It refers to liabilities related to investment contracts.

1 The reduction of total emissions amounted to t 11,875 CO,e compared to base year 2013. The latter was chosen since it is the baseline for the goal to reduce total emissions
by 20% by 2020. The reduction was attributable to indirect emissions (Scope 2 and Scope 3). The gases included were: CO,, CH, and N,O. The methodology adopted is the
WRI GHG Corporate Standard Protocol.
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Methodological note on alternative performance

measures

In order to help the assessment of the quality and su-
stainability of the net result of the Generali Group in the
various business segments and territorial areas, the Ma-
nagement Report includes the following alternative per-
formance measures.

Operating result

Under CESR Recommendations on alternative perfor-
mance measures (CESR/05 — 178b), the operating result
cannot replace earnings before taxes calculated in ac-
cordance with IAS/IFRS. In addition, it should be read
with the financial information and related notes on the
accounts which are included in the audited financial sta-
tements.

The operating result was drawn up by reclassifying items
of earnings before taxes for each segment on the basis
of the management characteristics of each segment and
taking into consideration the recurring holding expenses.
Specifically, the operating result represents earnings be-
fore taxes, gross of interest expense on liabilities linked
to financing activities, specific net income from invest-
ments and non-recurring income and expenses.

Starting from this integrated report, the Group has re-
viewed the portrayal of its operating segments in order
to provide disclosures which are more closely aligned
with the new organizational structure of the Group and
to ensure an improved economic representation of the
performance of the individual business and geographical
segments.

In the Life segment, all profit and loss accounts are con-
sidered as operating items, except for the following whi-
ch are represented in the non-operating result:

— net realized gains and net impairment losses on in-
vestments that do not affect the formation of the local
technical reserves, but only the calculation of the de-
ferred liabilities towards policyholders for the amount
not attributable to the policyholders, and on those of
the free assets;

— net other non-operating expenses that mainly include
the results of the run-off activities, company restructu-
ring charges, depreciation of the value of the portfolios
acquired directly or through acquisition of control of
insurance companies (value of business acquired or
VOBA) and other net non-recurring expenses.

In particular, with respect to the calculation method of
the policyholders’ profit sharing based on the net result
of the period, the life non-operating result in Germany
and Austria was entirely calculated net of the estimated
amount attributable to the policyholders.

Furthermore, where a new fiscal law materially affects the
operating result of the countries where the policyholders’
profit sharing is based on the net result of the period,
the estimated non-recurring effect on the income taxes
attributable to the policyholders has been accounted for
in the operating result.

In the Property&Casualty segment, all profit and loss
accounts are considered as operating items, except for
the following which are represented in the non-operating
result:

- realized gains and losses, unrealized gains and los-
ses, net impairment losses on investments, including
gains and losses on foreign currencies;

- net other non-operating expenses, principally inclu-
ding the results of real estate development activities,
run-off activities, the impairment losses on property
held for own use, company restructuring charges and
amortization of the value of the portfolios acquired di-
rectly or through the acquisition of control of insuran-
ce companies (value of business acquired or VOBA)
and other net non-recurring expenses.

The Holding and other businesses segment includes
the activities in the banking and asset management sec-
tors, the costs incurred for the direction, coordination
and financing activities, as well as all the other opera-
tions that the Group considers to be ancillary to the core
insurance business.

All profit and loss accounts are considered as operating
items, except for the following which are represented in
the non-operating result:

— non-recurring realized gains and losses and net impair-
ment losses;

— net other non-operating expenses that mainly include
the results of the run-off activities, company restructu-
ring charges, depreciation of the value of the portfolios
acquired directly or through acquisition of control of
companies operating in the banking and asset mana-
gement sectors (value of business acquired or VOBA)
and other net non-recurring expenses.
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With reference to holding costs, the general expenses
incurred for management and coordination are conside-
red as operating, by the Parent Company and territorial
sub-holdings.

In addition, non-operating holding expenses include:

— interest expenses on financial debt?;

- restructuring charges and other non-recurring expen-
ses incurred in the management and coordination acti-
vities;

— costs arising from the assignment of stock options and
stock grants by the Group.

The operating result and non-operating result of the
Group are equivalent to the sum of the operating result
and the non-operating result of the above mentioned
segments and related consolidation adjustments.

In accordance with the approach described above, the
Generali Group also provided the operating result in the
main countries where it operates for the Life and Proper-
ty&Casualty segments and the consolidated figures.
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In order to provide a management view of the operating
result by geographical area, the review of the key perfor-
mance indicators by business segment and geographi-
cal area allows measurement of the result of each geo-
graphical area from a country viewpoint instead of as a
contribution to the Group’s results.

Within the context of the life and Property&Casualty
operating result of each country, reinsurance operations
between Group companies in different countries were
considered by the same standards as transactions con-
cluded with external reinsurers. This representation of
the life and Property&Casualty operating result by terri-
tory makes this performance indicator more consistent
with both the risk management policies implemented by
each company and the other indicators measuring the
technical profitability of the Group’s companies.

The following table reconciles the operating and non-o-
perating result with the corresponding income statement
items:

Operating and non-operating result

Profit and loss account

Net earned premiums 14
Net insurance benefits and claims 21
Acquisition and administration costs 251-258
Net fee and commission income and net income from financial service activities 1.2-22

Net operating income from financial instruments at fair value through profit or loss

1.3-14-15-23

-24-252
Net operating income from other financial instruments 13-14-15-23
-24-252
Net non-operating income from financial instruments at fair value through profit or loss 1.3-14-15-23
-24-252
Net non-operating income from investments 13-14-15-23
-24-252
Net other and holding operating expenses 1.6-26
Net other and holding non-operating expenses 16-26

2 For further details on the definition of financial debt, please refer to the paragraph Debt under Financial position.
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The following reclassifications were made in the calcula-
tion of the operating result with respect to the correspon-
ding items of the income statement:

— the investment management and investment property
management expenses in the operating result were re-
classified from acquisition and administration costs to
net operating income from other financial instruments,
more specifically into other expenses from financial in-
struments and land and buildings (investment proper-
ties);

- income and expenses related to real estate develop-
ment activities in the operating result were classified
as other non-operating income and expenses, in ac-
cordance with the management model adopted that
provides for sale at completion;

— gains and losses on foreign currencies in the operating
result were reclassified in the Life and Holding and other
business from net operating income to net operating
income from financial instruments at fair value through
profit or loss. In the Property&Casualty segment, gains
and losses on foreign currencies in the operating re-
sult were reclassified from net operating income to net
non-operating income from financial instruments at fair
value through profit or loss. The classification for each
segment is consistent with the related classification of
the derivative transaction drawn up in order to hed-
ge the Group’s equity exposure to the changes in the
main currencies of operations. The net operating and
non-operating income from other financial instruments
are therefore not subject to financial market volatility;

— in net operating income from financial instruments,
interest expenses on deposits and current accounts
under reinsurance business are not included among
interest expenses related to liabilities linked to opera-
ting activities but are deducted from the related inte-
rest income. Moreover, the interest expenses related
to the abovementioned real estate development acti-
vities are not included in interest expenses related to
liabilities linked to operating activities, but are classi-
fied under other non-operating income and expenses
in accordance with the management mod- el adopted
that provides for sale at completion;

- the net other operating expenses in the operating result
were adjusted for operating taxes and for non-recur-
ring taxes that significantly affect the operating income
of the countries where policyholders’ stakes are deter-
mined by taking the taxes for the period into account.
These adjustments were included in the calculation of
operating income and are excluded from the income
taxes item.
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Operating result by margins

The operating result of the various segments was also
shown in accordance with a margin-based layout which
shows the operating trends of the changes that occurred
in each segment performance more clearly.

The operating result of the Life segment comprises a
technical margin including insurance costs, a net invest-
ment result and a component that includes acquisition
and administration costs related to the insurance busi-
ness and other net operating expenses. The technical
margin includes the loadings and the risk and profit from
the surrender results for the period.

The net investment result comprises operating income
from investments, net of the portion attributable to the
policyholders. Finally, the insurance management and
other operating components are indicated separately.

The operating result for the Property&Casualty segment
comprises the technical result, the financial result and
other operating items. The technical result is equivalent
to the insurance activity result, i.e. the difference betwe-
en premiums and claims, acquisition and administration
costs and other net technical income. The investment
result comprises current income from investments and
other operating net financial expenses, like expenses
on investment management and interest expenses on
operating debt. Finally, other operating items mainly in-
clude acquisition and administration costs related to the
insurance business, depreciation of tangible assets and
amortization of long-term costs, provisions for recurring
risks and other taxes.

Operating return on equity

The operating return on equity indicates the return on ca-

pital in terms of the Group operating result. It is calcula-

ted through the relationship between

— consolidated operating result as described above
adjusted to include:

* interest on financial debt;

e income taxes based on a mid-term expected tax
rate as assumed in the 2017 Target (please refer to
the chapter Our strategy);

e minority interests;

— average Group shareholders’ equity at the beginning
and end of each period of valuation, adjusted to exclu-
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de other gains and losses booked directly to equity in-
cluded in Other Comprehensive Income OCI such as
gains and losses on AFS investments, foreign currency
translation differences, net unrealized gains and losses
on hedging derivatives.

Return on Investments

The indicators for the return on investments are presen-

ted, obtained as the relationship:

— for the net current return between interest and other
income, including income from financial instruments
at fair value through profit and loss (excluding income
from financial instruments related to linked contracts)
net of depreciation on real estate investments and the
average investments (calculated on book value);

— for the harvesting rate between net realized gains, net
impairment losses and realized and unrealized gains
and losses from financial instruments at fair value
through profit and loss (excluding those from financial
instruments related to linked contracts) and the avera-
ge investments (calculated on book value).

The profit and loss return is equal to the current return
plus the harvesting rate net of investment management
expenses.

The average investments (calculated on book value)
included land and buildings (investment properties), in-
vestments in subsidiaries, associated companies and
joint ventures, loans and receivables, available for sale
financial assets, financial assets at fair value through pro-
fit or loss less financial assets and liabilities related to
linked contracts, derivatives classified in financial liabili-
ties at fair value through profit or loss and cash and cash
equivalents. Total investments are adjusted for derivative
instruments classified as financial liabilities at fair value
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through profit of loss and REPOs classified as other fi-
nancial liabilities. The average is calculated on the ave-
rage asset base of each quarter of the reporting period.

Consolidated investments

With regard to the presentation of consolidated invest-

ments, the following variations, with respect to the corre-

sponding balance sheet items have been implemented,
in order to provide the figures consistently with those
used to calculate the relative profitability:

- Investment Fund Units were split by nature between
equity, bond and investment property portfolios;

— derivatives are presented on a net basis, and therefore
also including derivative liabilities. Moreover, hedging
derivatives are classified in the respective asset class
hedged;

- reverse REPOs were reclassified, in accordance with
their nature of short-term liquidity commitments, from
Other fixed income instruments to Cash and cash
equivalents; and

— REPOs classified as liabilities are presented in Cash
and cash equivalents.

The segment investments were presented in accordan-
ce with the methods described in the chapter General
drafting and measurement criteria of the Notes, para-
graph 6 in the section Other Information.

Net Operating Cash

Net Operating Cash measures the Parent Company’s
cash generation. It is the result of the sum of dividends
paid by the subsidiaries, the net result of the Group rein-
surance centralization activity, administrative costs, inte-
rest expenses paid and the net balance relating to taxes.



Consolidated Financial
Statements



1S

137 Consolidated financial statements
153 Notes
269 Appendices to the Notes



‘ 140 ‘ Generali Group

138
140
146
148
149
150
153

153
154
186

192

192
192
197
197
202
204
205
206
206
207
209
210
210
211
218
218
219
219
220
226
226
230
230
230
234
234
235
236
236
237
238
238

Annual Integrated Report and Consolidated Financial Statements 2017

Consolidated Financial Statements
Consolidated Financial Statements
Balance Sheet
Income Statement
Statement of comprehensive income
Statement of changes in equity
Statement of cash flow (Indirect Method)

Notes to the Consolidated Financial Statement
Basis of presentation and accounting principles
Segment reporting

Information on consolidation area
and Group Companies
1 Consolidation area
2 Disclosures on interests in other entities
3 Investments in subsidiaries, associated companies and joint ventures
4 Goodwill
5 Non-current assets or disposal group classified as held for sale
6 Related parties disclosure
Investments
7 Held to maturity investments
8 Loans and receivables
9 Available for sale financial assets
10 Financial assets at fair value through profit or loss
11 Land and buildings (investment properties)
12 Cash and cash equivalents
Details on insurance and investment contracts
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26 Net earned premiums

27 Fee and commissions income and income from financial
service activities

28Net income from financial asset at fair value through
profit and loss

29 Income and expenses from subsidiaries, associated
companies and joint venture

30 Income from other financial instruments and land and
buildings (investment properties)

31 Other income

32 Net insurance benefits and claims

33 Fee and commissions expenses and expenses from
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38 Income taxes

Fair Value measurement
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Additional information

43 Information on employees
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47 Agreements resulting from leasing operations

48 Significant non-recurring events and transaction

49 Other Information
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Consolidated financial statements
as at 31 December 2017

(Amount in € million)
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BALANCE SHEET

Assets
References: (€ million) 31/12/2017 31/12/2016
1 INTANGIBLE ASSETS 8,784 8,866
4 1.1 Goodwil 6,679 6,664
19 1.2 Other intangible assets 2,105 2,202
2 TANGIBLE ASSETS 4,075 4,476
20 2.1 Land and buildings (self used) 2,606 2,810
2 2.2 Other tangible assets 1,469 1,666
14 3 AMOUNTS CEDED TO REINSURERS FROM INSURANCE PROVISIONS 4,294 3,933
39,40,41,42 | 4INVESTMENTS 471,233 469,172
" 4.1 Land and buildings (investment properties) 12,993 12,584
3 4.2 Investments in subsidiaries, associated companies and joint ventures 1,171 1,194
! 4.3 Held to maturity investments 2,267 2,168
8 4.4 Loans and receivables 40,262 44,178
9 4.5 Available for sale financial assets 320,641 313,933
10 4.6 Financial assets at fair value through profit or loss 93,897 95,114
of which financial assets where the investment risk is borne by the policyholders 75,372 78,317
and related to pension funds
21 5 RECEIVABLES 11,676 11,790
5.1 Receivables arising out of direct insurance operations 7,238 7,155
5.2 Receivables arising out of reinsurance operations 1,441 1,163
5.3 Other receivables 2,997 3,471
22 6 OTHER ASSETS 30,170 15,414
6.1 Non-current assets or disposal groups classified as held for sale 16,146 2
15 6.2 Deferred acquisition costs 2,119 2,083
6.3 Deferred tax assets 2,091 2,477
6.4 Tax receivables 2,961 2,974
6.5 Other assets 6,853 7,108
12 7 CASH AND CASH EQUIVALENTS 6,849 7,533
TOTAL ASSETS 537,080 521,184
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Equity and liabilities
References: | (€ million) 31/12/2017 31/12/2016
16 1 SHAREHOLDERS' EQUITY 26,177 25,668
1.1 Shareholders' equity attributable to the Group 25,079 24,545
1.1.1 Share capital 1,562 1,560
1.1.2 Other equity instruments 0 0
1.1.3 Capital reserves 7,098 7,098
1.1.4 Revenue reserves and other reserves 9.209 8,604
1.1.5 (Own shares) -8 -7
1.1.6 Reserve for currency translation differences -115 42
1.1.7 Reserve for unrealized gains and losses on available for sale financial assets 6,279 6,319
1.1.8 Reserve for other unrealized gains and losses through equity 1,055 1,153
1.1.9 Result of the period 2,110 2,081
1.2 Shareholders' equity attributable to minority interests 1,098 1,123
1.2.1 Share capital and reserves 915 879
1.2.2 Reserve for unrealized gains and losses through equity -3 86
1.2.3 Result of the period 185 158
23 2 OTHER PROVISIONS 1,950 1,804
13 3 INSURANCE PROVISIONS 430,489 421,477
of which insurance provisions for policies where the investment risk is borne by the 67,997 60,799
policyholders and related to pension funds
4 FINANCIAL LIABILITIES 42,316 51,416
17 4.1 Financial liabilities at fair value through profit or loss 8,935 19,484
of which financial liabilities where the investment risk is borne by the policyholders and 7,360 17,404
related to pension funds
18 4.2 Other financial liabiliies 33,381 31,932
of which subordinated liabilties 83719 9.126
24 5 PAYABLES 10,494 9,550
5.1 Payables arising out of direct insurance operations 3,602 3,465
5.2 Payables arising out of reinsurance operations 848 579
5.3 Other payables 6,043 5,506
25 6 OTHER LIABILITIES 25,653 11,269
6.1 Liabilities directly associated with non-current assets and disposal groups 15,745 702
classified as held for sale
6.2 Deferred tax liabilities 2 2616
6.3 Tax payables 1487 1,644
6.4 Other liabilities 5,779 6,307
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 537,080 521,184
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INCOME STATEMENT

Income statement
References: | (€ million) 31/12/12017 31/12/12016
26 1.1 Net earned premiums 64,604 64,944
1.1.1 Gross earned premiums 66,363 66,733
1.1.2 Earned premiums ceded -1,759 -1,789
27 1.2 Fee and commission income and income from financial service activities 1,080 959
28 1.3 Net income from financial instruments at fair value through profit or loss 5,326 1,784
of which net income from financial instruments where the investment risk is borne by
the policyholders and related to pension funds il 1,706
29 1.4 Income from subsidiaries, associated companies and joint ventures 135 131
30 1.5 Income from other financial instruments and land and buildings (investment properties) 14,880 14,782
1.5.1 Interest income 9,542 9,878
1.5.2 Other income 2,221 2,043
1.5.3 Realized gains 2,881 2,604
1.5.4 Unrealized gains and reversal of impairment losses 237 258
31 1.6 Other income 3,180 2,916
1 TOTAL INCOME 89,204 85,518
32 2.1 Net insurance benefits and claims -65,748 -63,616
2.1.1 Claims paid and change in insurance provisions -67,374 -64,558
2.1.2 Reinsurers' share 1,626 942
33 2.2 Fee and commission expenses and expenses from financial service activities -608 -611
34 2.3 Expenses from subsidiaries, associated companies and joint ventures -18 -43
35 f).rgplfe):zgg)ses from other financial instruments and land and buildings (investment 2784 -3.403
2.4.1 Interest expense -1,029 -1,088
2.4.2 Other expenses -388 -350
2.4.3 Realized losses -612 -471
2.4.4 Unrealized losses and impairment losses -755 -1,494
36 2.5 Acquisition and administration costs -10,868 -10,698
2.5.1 Commissions and other acquisition costs -8,122 -7,964
2.5.2 Investment management expenses Al -188
2.5.3 Other administration costs -2,575 -2,546
37 2.6 Other expenses -5,493 -4,032
2 TOTAL EXPENSES -85,518 -82,403
EARNINGS BEFORE TAXES 3,686 3,115
38 3 Income taxes -1,173 -915
EARNINGS AFTER TAXES 2,513 2,199
4 RESULT OF DISCONTINUED OPERATIONS 217 40
CONSOLIDATED RESULT OF THE PERIOD 2,295 2,239
Result of the period attributable to the Group 2,110 2,081
Result of the period attributable to minority interests 185 158
16 EARNINGS PER SHARE
Basic earnings per share (€) 1.35 1.34
From continuing operations 1.49 1.34
Diluted earnings per share (€) 1.33 1.32
From continuing operations 1.47 1.32
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STATEMENT OF COMPREHENSIVE INCOME

Statement of comprehensive income
(€ million) 31/12/2017 31/12/2016
1 CONSOLIDATED RESULT OF THE PERIOD 2,295 2,239

Items that may be reclassified to profit and loss in future periods

2.1 Foreign currency translation differences -190 -60
2.2 Net unrealized gains and losses on investments available for sale -81 317
2.3 Net unrealized gains and losses on cash flows hedging derivatives 41 26
2.4 Net unrealized gains and losses on hedge of a net investment in foreign operations 17 -9
2.5 Share of other comprehensive income of associates -7 6
2.8 Result of discontinued operations -7 -105
2.10 Other 0
Subtotal 227 175
Items that may not be reclassified to profit and loss in future periods 0
2.5 Share of other comprehensive income of associates 0 0
2.8 Result of discontinued operations 8 -19

2.6 Reserve for revaluation model on intangible assets

2.7 Reserve for revaluation model on tangible assets

2.9 Actuarial gains or losses arising from defined benefit plans 31 -224
Subtotal 39 244
2 OTHER COMPREHENSIVE INCOME -189 -69
3 TOTAL COMPREHENSIVE INCOME 2,107 2,170

attributable to the Group 2,010 2,092
attributable to minority interests 97 78
Earnings per share (in €) 1.29 1.34

Diluted earnings per share (in €) 1.27 1.33
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STATEMENT OF CHANGES IN EQUITY

Statement of changes in equity

Amounts  Changes Transfer to Other Change in Amounts
at in Allocation profit and transfer owhership at
31/12/2015  amounts loss account interest 31/12/2016
Share Capital 1,557 0 3 0 0 1,560
Other equity instruments 0 0 0 0 0 0
Capital reserves 7,098 0 0 0 0 0 7,098
SHAREHOLD | Revenue reserves and
ERS' EQUITY | other reserves 7,688 0 2,039 0 -1,123 0 8,604
ATTRIBUTA
BLngULHE (Own shares) 6 0 -1 0 0 0 -7
Result of the period 2,030 0 50 0 0 0 2,081
Other comprehensive 5197 0 108 119 0 0 5,208
income
Total shareholders'
equity attributable to 23,565 0 1,985 119 -1,123 0 24,545
the group
Share capital and 748 0 295 0 93 2 879
reserves
SHAREHOLD )
ERS' EQUITY Result of the period 229 0 -71 0 0 0 158
TO
MINORITY Other comprehensive
INTERESTS | income 166 0 40 40 0 0 %
Total shareholders'
equity attributable to 1,143 0 114 -40 -93 -2 1,123
minority interests
Total 24,708 0 2,098 79 -1,216 -2 25,668
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interest

1,560 2 0 0 0 1,562

0 0 0 0 0 0

7,098 0 0 0 0 7,098

8,604 1,839 0 -1,249 15 9,209

7 -1 0 0 0 -8

2,081 29 0 0 0 2,110

5,208 284 -384 0 0 5,108

24,545 2,153 -384 -1,249 15 25,079

879 148 0 -114 2 915

158 27 0 0 0 185

86 -107 18 0 0 -3

1,123 69 18 -114 2 1,098

25,668 2,222 -366 -1,363 17 26,177
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STATEMENT OF CASH FLOW (INDIRECT METHOD)

Cash flow statement

(€ million) 31/12/2017 31/12/2016
Earnings before taxes 3,686 3,115
Changes in non-cash items 11,977 14,569
Change in the provisions for unearned premiums and for unexpired risks for non-life segment 86 63
Change in the provisions for outstanding claims and other insurance provisions for non-life segment 211 99
Change in the mathematical provisions and other insurance provisions for life segment 16,727 16,108
Change in deferred acquisition costs -30 -74
Change in other provisions 193 154
Other non-cash expenses and revenues arising out of financial instruments, investment properties

and investments in subsidiaries, associated companies and joint ventures -3.259 351
Other changes -1,951 -2,132
Change in receivables and payables from operating activities 947 342
Change in receivables and payables arising out of direct insurance and reinsurance operations -13 -660
Change in other receivables and payables 960 1,001
Income taxes paid -1,109 720
Net cash flows from cash items related to investing or financing activities 930 2,683
Financial liabilities related to investment contracts 13 458
Payables to banks and customers 788 2,262
Loans and receivables from banks and customers 129 -38
Other financial instruments at fair value through profit or loss 0 0
NET CASH FLOWS FROM OPERATING ACTIVITIES 16,431 19,988
Net cash flows from investment properties -322 -67
Net cash flows from investments in subsidiaries, associated companies and joint ventures(***) 26 36
Net cash flows from loans and receivables 3,425 4,663
Net cash flows from held to maturity investments -206 -295
Net cash flows from available for sale financial assets -12,331 -21,730
Net cash flows from tangible and intangible assets 414 -557
Net cash flows from other investing activities -6,207 1,324
CASH FLOW FROM INVESTING ACTIVITIES -15,201 -16,627
Net cash flows from shareholders' equity attributable to the Group 0 0
Net cash flows from own shares 0 0
Dividends payment -1,249 -1,123
Net cash flows from shareholders' equity attributable to minority interests(****) -114 -93
Net cash flows from subordinated liabilities and other similar liabilities -709 -362
Net cash flows from other financial liabilities 295 -2,836
CASH FLOW FROM FINANCING ACTIVITIES 1,778 -4,413
Effect of exchange rate changes on cash and cash equivalents 91 -185
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD(*) 7,374 8,612
CHANGES IN CASH AND CASH EQUIVALENTS 638 -1,238
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD(**) 6,736 7,374

(*) Cash and cash equivalents at the beginning of the period include cash and cash equivalents (€ 7,464 million), liabilities to banks payables on demand (€ -

38 million) and bank overdrafts (€ -52 million).

(**) Cash and cash equivalents at the end of the period include cash and cash equivalents ( € 6,849 million), liabilities to banks payables on demand (€ -64

million), bank overdrafts (€ -49 million).

(***) Includes mainly proceeds arising from the disposal of the company in Guatemala (€ 21 million) and from some operations on minor holdings (€ 5 million).

(****)It refers entirely to dividends attributable to minority interests.
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BASIS OF PRESENTATION AND
ACCOUNTING PRINCIPLES

Basis of presentation and
accounting principles

Basis of presentation

This document is the consolidated financial statements
of Generali Group, registered under number 026 of the
Insurance Groups Register, whose Parent Company is
Assicurazioni Generali SpA, a company established in
Trieste in 1831 with a share capital of € 1,561,808,262
fully paid up.

The registered office of the Group and the Parent Com-
pany is established in Trieste, Piazza Duca degli Abru-
zzi, 2 and is registered under the number 1,00003 of the
register of insurance and reinsurance companies.

The Generali Group’s consolidated financial statements
at 31 December 2017 were drawn up in accordance
with the IAS/IFRS issued by the IASB and endorsed by
the European Union, in accordance with the Regulation
(EC) No. 1606 of 19 July 2002 and the Legislative De-
cree No. 58/1998, as subsequently amended.

The Legislative Decree No. 209/2005 empowered |S-
VAP to give further instructions for financial statements
in compliance with the international accounting stan-
dards.

In this yearly report the Generali Group prepared its
consolidated financial statements and Notes in confor-
mity with the ISVAP (now IVASS) Regulation No. 7 of 13
July 2007, as subsequently amended, and information
of the Consob Communication No. 6064293 of 28 July
2006.

As allowed by the aforementioned Regulation, the Gen-
erali Group believed it appropriate to supplement its
consolidated financial statements with detailed items
and to provide further details in the Notes in order to
also meet the IAS/IFRS requirements.

For more information on discontinued operations and
their accounting treatment, please refer to the para-
graph Non-current assets or disposal group classified
as held for sale in the section Information on consolida-
tion area and Group companies.

The consolidated financial statements at 31 December
2017 were approved by the Board of Directors on 14
March 2018.

The consolidated financial statements at 31 December
2017 were audited by E&Y S.p.A., the appointed audit
firm from 2012 to 2020.

Consolidated financial statements

The set of the consolidated financial statements is made
up of the balance sheet, the income statement, the
statement of comprehensive income, the statement of
changes in equity and the statement of cash flow, as re-
quired by the ISVAP Regulation No. 7 of 13 July 2007,
as subsequently amended. The financial statements also
include special items that are considered significant for
the Group.

The Notes, which are mandatory as minimum content
established by ISVAP (now IVASS), are presented in the
appendices to the notes to this report.

This yearly report is drawn up in Euro (the functional cur-
rency used by the entity that prepared the financial state-
ments) and the amounts are shown in millions, unless
otherwise stated, the rounded amounts may not add to
the rounded total in all cases.

Consolidation methods

Investments in subsidiaries are consolidated line by line,
whereas investments in associated companies and inter-
ests in joint ventures are accounted for using the equity
method.

The balance sheet items of the financial statements de-
nominated in foreign currencies are translated into Euro
based on the exchange rates at the end of the year.

The profit and loss account items are translated based
on the average exchange rates of the year. They reason-
ably approximate the exchange rates at the dates of the
transactions.

The exchange rate differences arising from the transla-
tion of the statements expressed in foreign currencies
are accounted for in equity in an appropriate reserve and
recognized in the profit and loss account only at the time
of the disposal of the investments.
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Exchange rates of the balance sheet
Currency Exchange rate at the end of the period (€)
31/12/2017 31/12/2016
US dollar 1.201 1.055
Swiss franc 1.170 1.072
British pound 0.888 0.854
Argentine peso 22.605 16.691
Czech Koruna 25.529 27.021
Exchange rates of the income statement
Currency Average exchange rate (€)
31/12/2017 31/12/2016
US dollar 1137 1.107
Swiss franc 1.111 1.090
British pound 0.876 0.819
Argentine peso 18.738 16.332
Czech Koruna 26.328 27.034

Basis of consolidation

The consolidated financial statements of the Group in-
clude the financial statements of Assicurazioni Generali
SpA and its subsidiaries.

Subsidiaries are all entities (including structured entities)
over which the Group has control. Control is achieved
when the Group is exposed, or has rights to variable re-
turns from its involvement with the investee and has the
ability to affect those returns through its power over the
investee.

Specifically, the Group controls an investee if, and only

if, the Group has:

— power over the investee (i.e., existing not merely pro-
tective rights that give it the current ability to direct the
relevant activities of the investee, that impact meaning-
fully the returns of the investee);

— exposure, or rights, to variable returns from its involve-
ment with the investee;

— the ability to use its power over the investee to affect
its returns..

Generally, there is a presumption that a majority of voting
rights result in control. To support this presumption and
when the Group has less than a majority of the voting
or similar rights of an investee, the Group considers all

relevant facts and circumstances in assessing whether it

has power over an investee, including:

— The contractual arrangement with the other vote hold-
ers of the investee;

— Rights arising from other contractual arrangements;

— The Group’s voting rights and potential voting rights.

The Group reviews periodically and systematically if
there was a variation of one or more elements of control,
based on the analysis of the facts and the essential cir-
cumstances.

Assets, liabilities, income and expenses of a subsidiary
acquired or disposed of during the year are included in
the consolidated financial statements from the date the
Group gains control until the date the Group ceases to
control the subsidiary.

In preparing the consolidated financial statements:

- the financial statements of the Parent Company and its
subsidiaries are consolidated line by line through spe-
cific “reporting package”, which contribute to the con-
sistent application of the Group’s accounting policies.
For consolidation purposes, if the financial year-end
date of a company differs from that of the Parent Com-
pany, the former prepares interim financial statements
at December 31st of each financial year;

— All intra-group assets and liabilities, equity, income,
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expenses and cash flows relating to transactions be-
tween members of the Group are eliminated in full on
consolidation process (intra-group losses are eliminat-
ed, except to the extent that the underlying asset is
impaired);

- the carrying amount of the Parent Company’s invest-
ment in each subsidiary and the Parent Company’s
portion of equity of each subsidiary are eliminated at
the date of acquisition;

— Profit or loss and each component of other comprehen-
sive income (OCI) are attributed to the equity holders
of the Parent of the Group and to the non-controlling
interests, even if this results in the non-controlling in-
terests having a deficit balance. The non-controlling
interests, together with their share of profit are shown
as separate items.

A change in the ownership interest of a subsidiary, with-
out a change of control, is accounted for as an equity
transaction. Consequently, no additional goodwill or
badwill is recognized.

If the Group loses control over a subsidiary, it derecog-
nizes the related assets (including goodwill), liabilities,
non-controlling interest and other components of equity
while any resultant gain or loss is recognized in profit or
loss. Any investment retained is recognized at fair value.

Investment funds managed by the Group in which the
Group holds an interest and that are not managed in the
primary interest of the policyholders are consolidated
based on the substance of the economic relationship
and if whether the conditions of control stated by IFRS
10 are satisfied. On consolidation of an investment fund,
a liability is recognized to the extent that the Group is
legally obliged to buy back participations held by third
parties. Where this is not the case, other participations
held by third parties are presented as non-controlling in-
terests in equity.
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Business combination and goodwill

Business combinations are acquisitions of assets and
liabilities that constitutes a business and are account-
ed for applying the so-called acquisition method The
acquisition cost is measured as the sum of the con-
sideration transferred measured at its acquisition date
fair value, including contingent consideration, liabilities
assumed towards the previous owners, and the amount
of any non-controlling interests. For each business
combination, the Group elects whether to measure the
non-controlling interests in the acquiree at fair value or
at the proportionate share of the acquiree’s identifiable
net assets. Acquisition-related costs are expensed as
incurred and included in administrative expenses.

If in a business combination achieved in stages, the ac-
quirer’s previously held equity interests in the acquire is
re-measured at its acquisition date fair value and any
resulting gain or loss recognized in profit or loss.

Any contingent consideration to be transferred or re-
ceived by the acquirer will be recognised at fair value at
the acquisition date. Contingent consideration classi-
fied as an asset or liability that is a financial instrument
and within the scope of IAS 39 Financial Instruments:
Recognition and Measurement, is measured at fair val-
ue with changes in fair value recognised either in either
profit or loss or as a change to other comprehensive
income. If the contingent consideration is not within
the scope of IAS 39, it is measured in accordance with
the appropriate IFRS. Contingent consideration that is
classified as equity is not re-measured and subsequent
settlement is accounted for within equity.

The assets acquired and liabilities assumed in a busi-
ness combination are initially recognized at fair value
at the acquisition date. Goodwill is initially measured at
cost being the excess of the aggregate acquisition cost
over the net value of the identifiable assets acquired
and liabilities assumed is accounted for as goodwill. If
the impairment test lead to the result that theacquisition
cost is less than the fair value of the assets acquired
and liabilities assumed, the difference is recognised in
the profit and loss account.
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Investments in associates and joint
ventures

The investments in associates and joint ventures are
consolidated trough the equity method.

An associate is an entity over which the investor has sig-
nificant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies. If an investor holds, directly or indirectly
through subsidiaries, 20% or more of the voting power of
the investee, it is presumed that the investor has signifi-
cant influence.

In general, joint arrangements are contractual agree-
ments whereby the Group undertakes with other parties
an economic activity that is subject to joint control. In-
vestments in joint arrangements are classified as either
joint operations or joint ventures depending on the con-
tractual rights and obligations each investor has rather
than the legal structure of the joint arrangement. A joint
venture is a type of joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint venture. Joint control exists
when it is contractually agreed to share control of an eco-
nomic activity, which exists only when decisions about
the relevant activities require the unanimous consent of
the parties sharing control.

Generali Group has assessed the nature of its current
joint arrangements and determined them to be joint ven-
tures and none are joint operations.

The considerations made in determining significant in-
fluence or joint control are similar to those necessary
to determine control over subsidiaries. Investments in
associates and joint ventures are accounted for using
the equity method and they are initially recognized at
cost, which includes goodwill arising on acquisition.
Goodwill is not separately tested for impairment. Nega-
tive goodwill is recognized in the income statement on
the acquisition date. The carrying amount of the invest-
ment is subsequently adjusted to recognize changes
in the Group’s share of the net assets of the associate
or joint venture since the acquisition date. The income
statements reflects the Group’s share of the results of
operations of the associate or joint venture. Any change
in OCI of those investees is presented as part of the
Group’s OCI. Dividends receivable from associates are
recognized as a reduction in the carrying amount of the
investment.
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At each reporting date, after application of the equity
method the Group determines whether there is objec-
tive evidence that the investment in the associate or joint
venture is impaired. If there is such evidence, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate or joint
venture and its carrying value, then recognizes the loss
as ‘Share of losses of an associate’ in the income state-
ment. Where the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including
any other unsecured long-term receivables, the group
does not recognize further losses, unless it has incurred
obligations or made payments on behalf of the associate
or joint venture.

Upon loss of significant influence over the associate or
joint control over the joint venture the Group measures
and recognizes and retained investment at its fair value.
Any difference between the net proceeds and the fair
value of the retained interest and the carrying amount is
recognized in the income statement and gains and loss-
es previously recorded directly through OCI are reversed
and recorded through the income statement.

Significant judgements in
determining control, joint control
and significant influence over an
entity

The control is normally ensured by the full ownership of
the voting rights, having thus the ability to direct the rel-
evant activities and consequently being exposed to the
variability of results arising from those activities.

The Group controls all the companies for which holds
more than half of the voting rights. The Group does not
control any subsidiary having less than the majority of
voting rights and does not control any entity even though
it holds more than half of the voting rights, except in two
cases in which the Group controls the company owning
half of the voting rights, being exposed to the variability
of returns that depend on the operating policies that the
Group, in substance, has the power to direct .

To a minor extent, the Group holds interests in associ-
ates and joint ventures. The agreements under which the
Group has joint control of a separate vehicle are qualified
as joint ventures where they give rights to the net assets.

In one case, the Group has no significant influence on
a subject for which it holds more than 20% of the vot-
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ing rights as the government structure is such that the
Group, in substance, does not have the power to partic-
ipate in financial and operating policies of the investee.

Regardless of the legal form of the investment, the evalu-
ation of the control is made considering the real power on
the investee and the practical ability to influence relevant
activities, regardless of the voting rights held by the par-
ent company or its subsidiaries.

In the Annexes to the consolidated financial statements
the complete list of subsidiaries, associates and joint ven-
tures included in the consolidated financial statements at
31 December 2017 is presented. Unless otherwise stated,
the annex shows the share capital of each consolidated
entity and the proportion of ownership interest held by the
Group equals the voting rights of the Group.

The qualitative and quantitative disclosures required by
IFRS 12 are provided in the paragraph “Information on con-
solidation perimeter and Group companies” in the Notes.
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Foreign currency transactions and
balances

Transactions in foreign currencies are initially recorded
by the Group’s entities at their respective functional cur-
rency spot rates at the date the transaction first qualifies
for recognition.

Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency spot
rates of exchange at the reporting date.

Differences arising on settlement or translation of mon-
etary items are recognised in profit or loss with the ex-
ception of monetary items that are designated as part
of the hedge of the Group’s net investment of a foreign
operation. These are recognised in other comprehensive
income until the net investment is disposed of, at which
time, the cumulative amount is reclassified to profit or
loss. Tax charges and credits attributable to exchange
differences on those monetary items are also recorded in
other comprehensive income.

Non-monetary items that are measured in terms of his-
torical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value is determined. The gain or loss
arising on translation of non-monetary items measured
at fair value is treated in line with the recognition of gain
or loss on change in fair value of the item (i.e., translation
differences on items whose fair value gain or loss is rec-
ognised in other comprehensive income or profit or loss
are also recognised in other comprehensive income or
profit or loss, respectively).
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Accounting principles

The accounting standards adopted in preparing the con-
solidated financial statements, and the contents of the
items in the financial statements are presented in this
section.

New accounting principles, changes
in the accounting rules and in the
financial statements

Following the endorsement of the European Union, as
from the 1st January 2016 new principles and amend-
ments shall be applied. The most relevant changes for
the Group with respect to the consolidated financial
statements at 31 December 2016 are described below. In
addition, the main documents issued by the International
Accounting Standard Board, that could be relevant for
the Group, but not yet effective, are described.

New accounting principles, changes
in the accounting rules that shall be
applied from 1 January 2017

There are no new accounting standards or changes to
existing standards effective from 1 January 2017 relevant
for the Group. The changes which become applicable
are not significant for the Group and are indicated in the
corresponding specific section, after the new accounting
standards and changes that are not yet effective, below.

Amendments to IAS 7: Disclosure initiative

The IASB published in January 2016 the amendment to
IAS 7 “Disclosure initiative” - approved on 10 Novem-
ber 2017 by Regulation (EU) 2017/1990. The regulatory
change requires that the entities provide a reconciliation
of liabilities deriving from financing activities, highlight-
ing the monetary and non-monetary movements that
occurred during the year. The section of the explanatory
notes relating to financial liabilities has been integrated to
meet the new requirement.
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New accounting principles and
amendments not yet applicable

IFRS 9: Financial instruments

IFRS 9 replaces IAS 39 “Financial Instruments: Classifi-
cation and Measurement” and includes a principle-based
model for the classification and measurement of financial
instruments, an impairment model based on expected
losses and an hedge accounting approach more in line
with risk management strategies.

Classification and measurement

IFRS 9 introduces an approach to the classification of
debt instruments that is based on contractual cash flows
characteristics and models through which financial in-
struments are managed (business model).

In particular, the classification of financial instruments is
driven by the business model through which the compa-
ny manages its investments and the contractual terms of
their cash flows.

A financial asset is measured at amortized cost if both of
the following conditions are met:

— the asset is held to collect cash flows (business model
assessment)

— the contractual cash flows represent only payments of
principal and interest (solely payments of principal and
interest — SPPI)

Considering to the contractual characteristics, a finan-
cial instrument is eligible for measurement at amortized
cost if it consists in a basic lending agreement. The entity
shall make its own assessment on the single financial
instrument to assess if the nature of the contractual cash
flows characteristics exclusively consists in payments of
principal and interest (SPPI,). If a modification of the time
value of the interest results in cash flows that are signifi-
cantly different than those of a basic lending agreement
then the instrument must be classified and measured at
fair value through profit or loss.

If the business model (assessed on portfolio basis) has
the objective to collect the cash flows from the invest-
ments and to sell financial assets and the contractual
cash flows characteristics represent only payments of
principal and interest, the financial instrument under as-
sessment shall be measured at fair value through other
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comprehensive income with recycling to profit or loss
when the instrument is realized.

As in the current IAS 39 Financial Instruments: classifi-
cation and measurement the entity has the ability at ini-
tial recognition, to designate a financial instrument at fair
value through profit or loss if that would eliminate or sig-
nificantly reduce the accounting mismatch in the mea-
surement of assets or liabilities or recognition of gains
and losses related to them.

The equity instruments shall be classified and measured
at fair value through profit or loss. The entity has the ir-
revocable option at initial recognition to present changes
in the fair value of the equity instruments that are not
held for the purpose of trading at fair value recorded in
other comprehensive income, with no recycling in the in-
come statement except dividends .

In other cases, the financial instruments are classified
and measured at fair value through profit or loss, which
is the residual model.

The Group is assessing the impacts of the new classifi-
cation model. For further information see the following
paragraph ‘Implementation of the standard. Overall, the
Group expects to have limited impacts on the classifi-
cation and measurement of instruments, in particular as
regards the application of the SPPI test requirements.

Impairment

IFRS 9 introduced a new impairment approach for debt
instruments measured at amortized cost or fair value re-
corded in other comprehensive income, which is based
on expected losses. In particular, the new standard out-
lines an approach for the impairment in three stages
based on the assessment of credit quality from the date
of initial recognition at each balance sheet date:

— Stage 1 includes the financial instruments that have
not had a significant increase in credit risk since initial
recognition or that have low credit risk at the report-
ing date (investment grade). For these assets expected
losses (ECL) over the next 12 months (12-month ex-
pected credit losses - losses expected in view of the
possible occurrence of events of default in the next 12
months) are recognized in the profit or loss account. In-
terest is calculated on the carrying amount (ie without
deduction of the loss allowance);

— Stage 2 includes financial instruments that have had
a significant increase in credit risk since initial recog-
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nition (unless they have low credit risk at the reporting
date) but that do not have objective evidence of impair-
ment. For these assets, lifetime ECL are recognised in
a capital reserve (loss allowance), and in the profit or
loss account , but interest revenue is still calculated
on the gross carrying amount of the asset. (i.e. without
deduction of the loss allowance);

— Stage 3 includes financial assets that have objective
evidence of impairment at the reporting date. For these
assets, lifetime ECL are recognised in a capital reserve
(loss allowance), and in the profit or loss account. In-
terest revenue is calculated on the net carrying amount
(that is, net of credit allowance).

The model also introduces a simplified approach to trade
receivables and leases for which it is not necessary to
calculate the 12-month expected credit losses but are al-
ways recognized the lifetime expected credit losses.

The Group is assessing the impact of the new impairment
model introduced by the standard and expects significant
operational impacts related to the implementation of the
calculation process of the abovementioned expected
credit losses. In light of the high creditworthiness of the
debt securities, the new model Expected Credit Losses
should not result in significant impacts for the Group.

Hedge accounting

IFRS 9 introduces a model substantially reformed for

hedge accounting that allows better than in IAS 39 to

reflect in financial statements the hedging activities un-

dertaken by risk management.

In particular there is a significant simplification of the

effectiveness test. There are no more predetermined

thresholds of coverage to achieve effective hedge (ie 80-

125% in the current IAS 39),but it is sufficient that:

- there is an economic relationship between the hedging
instrument and the hedged item; and

— credit risk should not be the key component of the
hedged risk (i.e. the change in fair value of the hedging
relationship must not be dominated by the component
of credit risk).

The standard will be effective, in the case of endorse-
ment, from annual periods beginning on or after 1 Jan-
uary 2018. A transitional provision allows continuing to
apply IAS 39 for all hedging transactions until comple-
tion of the macrohedging project. The principle has been
endorsed by the European Union by the EU Regulation
2016/1905



Our

‘ We, Generali ‘ performance | Risk Report ‘ Outlook ‘ Statement

IFRS 4 - Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance
Contracts (Amendment to IFRS 4)

On 12 September 2016 the IASB published the amend-
ment “Applying IFRS 9 Financial Instruments with IFRS
4 Insurance Contracts”, endorsed by EU Regulation
2017/1988 on 3 November 2017, that introduces mod-
ifications that aim to address the concerns of the insur-
ance industry arising from the misalignment of the IFRS
9 effective date and the expected effective date of the
upcoming insurance contracts standard.

Both standards, IFRS 9 (with effective date 1 January
2018) and IFRS 17 (with subsequent effective date) are
relevant for insurance entities. The amendment. aims
to address the concerns of some interested parties, in
particular insurers, about the different effective dates of
IFRS 9 Financial Instruments and the forthcoming new
insurance contracts Standard.

The application of IFRS 9 beginning from 1 January 2018
would have the following critical issues:

— additional volatility to profit or loss arising from the ap-
plication of SPPI test;

— higher costs caused by a first implementation of IFRS 9
without appropriate international accounting standard
fort insurance liabilities and a following revision of the
implementation of the standard when IFRS 17 will be
applied;

— two significant amendments for the users of financial
statements in a short period of time.

The amendment provides for the introduction of two op-

tions within IFRS 4:

1. the Overlay approach, that allows the companies that
issue insurance contracts to remove from profit or
loss the incremental volatility caused by changes in
the measurement of financial assets upon application
of IFRS 9. An entity that applies this approach shall
reclassify in the other comprehensive income the dif-
ference between:

a) the amount reported in profit or loss in accor-
dance with IFRS 9, of the assets linked to insur-
ance liabilities within the scope of IFRS 4

b) the amount that would have been reported in
profit or loss by applying IAS 39 “Financial Instru-
ments: Recognition and Measurement”;

2. the Deferral approach, a temporary exemption from
applying IFRS 9 that would be available to companies
whose predominant activity is the issuance of insurance
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contracts. Such a deferral would be available until the
date on which the new insurance contracts standard
comes into force (but not later than 1 January 2021).

The Group considers the Deferral approach as most ap-
propriate to solve the problems resulting from the appli-
cation of IFRS 9 before the new accounting standard on
insurance liabilities. The overlay approach implementa-
tion would create incremental costs compared to those
of the first implementation of IFRS 9. In particular, the
Group has identified as critical the concurrent application
of IAS 39 and IFRS 9.

Implementation of the standard

The implementation of IFRS 9 is in progress and aims
to meet the disclosure requirements for entities that will
adopt the postponed application of the standard at 1
January 2021, and to ensure the correct and consistent
application of the new accounting principle in conjunc-
tion with the entry into force of IFRS 17, the future princi-
ple on insurance contracts. The Group expects impacts
that may be material with reference to the classification
and measurement of financial instruments and consisting
of a main part of the portfolio of financial investments
measured at fair value through profit or loss. With regard
to impairment, the Group has assessed that the new Ex-
pected Credit Losses model should have less relevant
impacts on the financial statements.

As previously mentioned, the Group has decided to ap-

ply the deferral application of IFRS 9, having the require-

ments for eligibility for the deferral, provided by IFRS 4.

In fact, the Generali Group’s activities are predominantly

connected with insurance; The Group’s liabilities con-

nected with insurance include, for example:

— insurance liabilities within the scope of application of
IFRS 4;

— liabilities measured at fair value through profit or loss
based on IAS 39, relating to contracts issued by insur-
ance companies for which the investment risk is borne
by policyholders;

— subordinated financial liabilities qualifying as eligible
own funds;

— liabilities for defined benefit plans relating to Group
companies belonging to the life segment and the non-
life segment;

— tax liabilities related to insurance business

In particular, the percentage of the carrying value of the
liabilities connected with insurance on the carrying value
of the entity’s total liabilities is greater than 90% (pre-
dominance ratio).
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IFRS 17 - Insurance Contracts

On 18 May 2017 the IASB published IFRS 17 “Insur-
ance Contracts”, which substitutes the current IFRS
4 — Insurance Contracts. The new standard. proposes
a new measurement model for insurance contracts ,
structured on a Building Block Approach based on the
expected value of future cash flows, weighted by the
probability of occurrence, on a risk adjustment and on
a margin for the services provided within the contract
(“contractual service margin”). A simplified approach
(“Premium Allocation Approach”) is permitted if the
coverage period of the contract is less than one year,
or if the model used for assessment provides a rea-
sonable approximation compared to the building block
approach. The variable fee approach (VFA) was also
introduced, an alternative model to the Building Block
Approach which applies in particular to profit-sharing
contracts, for which the scope of application is very
significant for the Group in consideration of the cur-
rent portfolio mix. The standard will be effective since
1 January 2021.

In the second half of 2017 the IASB set up the Tran-
sition Resource Group (TRG) for IFRS 17 “Insurance
Contracts”, a public forum, similar in form to those for
IFRS 15 Revenue from contracts with customers, and
for IFRS 9 Financial Instruments relating to impairment,
which has the purpose of discussing the implementa-
tion issues that emerged and supporting the board in
defining what actions may be taken to address such
critical issues. Possible actions include support materi-
al, case studies and / or communications to the Board
or to the Interpretation Committee.

In 2017 the Group implemented a project aimed at an-
alyzing the requirements of the new standard on insur-
ance contracts and the planning of the implementation
phase of the standard, taking into account the interac-
tions with the implementation of IFRS 9.

The Group expects a radical change in disclosure in
the financial statements both in terms of the valuation
of the technical reserves, the representation of the eco-
nomic performance and the notes to the financial state-
ments. In light of the extraordinary scope of the inno-
vations introduced by the standard, significant impacts
are expected also in terms of resources, processes and
information systems supporting the evaluation frame-
work.
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IFRS 15 - Revenue from contracts with
customers

On 28 May 2014 the IASB published IFRS 15 “Revenue
form contracts with customers” which treats revenue
recognition. The standard replaces IAS 11 “Construction
Contracts” and IAS 18 “Revenue”, and includes new re-
quirements concerning the measurement and timing of
revenue recognition. In particular IFRS 15 defines the fol-
lowing steps:

Step 1: Identifying contracts

Step 2: Identifying performance obligations

Step 3: Determining the transaction price

Step 4: Allocating the transaction price to performance
obligations

Step 5: Recognise revenue when (or as) the entity satis-
fies a performance obligation.

Revenue is recognized “point-in-time”, as the control of
the asset is passed, or “over time”, during the period.
The revenues are recognized “over time” if one of the
following criteria is met

1)the customer simultaneously receives and consumes
all of the benefits provided by the entity as the entity
performs;

2)the entity’s performance creates or enhances an asset
that the customer controls as the asset is created;

3)the entity’s performance does not creates an asset
with an alternative use to the entity and the entity has
an enforceable right to payment for performance com-
pleted to date.

Insurance contracts are excluded from the scope of the
standard; as a result the potential impacts for insurance
companies are connected to contracts that include
non-insurance services and management fees. The ex-
pected impacts are not significant for the Group.

The Group will apply the simplified retrospective approach
in the first year of application of the standard. The tran-
sition simplified approach requires the recognition of the
cumulative effect of initially applying the standard as an
adjustment to the opening balance of retained earnings.

The Group assessed the economic and accounting im-
pact of the standard and significant impacts on the finan-
cial position and performance are not expected.
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The principle will be effective starting from the financial
years starting from 1 January 2018.

IFRS 16 — Leases

On 13 January 2016 IFRS 16 “Leases” was published.
The new standard introduces new requirements for rec-
ognition, presentation in the financial statements and
disclosure of leases.

In particular, the distinction between operating and finan-
cial leases is eliminated for what concerns the lessee ac-
counting: all leases require the recognition of a lease as-
set, which represents the right-of-use of the leased asset
for the lease term, and a lease liability, which represents
the obligation to pay rent payments.

The accounting treatment of leases is unchanged for the
lessor.

Other not significant changes for the Group
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The Group does not estimate material impacts on share-
holders’ equity deriving from the application of the re-
quirements of the new standard, compared to the cur-
rent rules of IAS 17. However, an increase is expected in
assets and liabilities deriving from the new accounting of
operating leases, as illustrated above.

The Group will adopt the simplified retrospective ap-
proach in the first year of application of the standard,
which requires to account the cumulative effect of the
initial application of the principle as adjustment of the
opening balance of retained earnings, and will apply
the simplified accounting treatment for short-term leas-
es and low-value leases which allows the lessee not to
recognize any amount of assets and liabilities in the fi-
nancial statements, but only to recognize the rent pay-
ments.

The principle will be effective starting from the financial
years starting from 1 January 2019.

Amendment

Effective date Date of publication

Amendments to IAS 12: Recognition of Deferred Tax Assets for Unrealised Losses

1 January 2017 January 2016

Clarification to IFRS 15 Revenue from Contracts with Customers

1 January 2018 April 2016
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Balance Sheet - Assets
Intangible assets

In accordance with IAS 38, an intangible asset is rec-
ognised if, and only if, it is identifiable and controllable
and it is probable that the expected future economic
benefits attributable to the asset will flow to the company
and the cost of the asset can be measured reliably.

This category includes goodwill and other intangible as-
sets, such as goodwill recognised in the separate finan-
cial statements of the consolidated companies, software
and purchased insurance portfolio.

Goodwill

Goodwill is the sum of future benefits not separately
identifiable in a business combination. At the date of ac-
quisition, the goodwill is equal to the excess between the
sum of the consideration transferred, including contin-
gent consideration, liabilities assumed towards the pre-
vious owners the fair value of non-controlling interests as
well as, in a business combination achieved in stages,
the fair value of the acquirer’s previously held equity in-
terest in the acquiree and the fair value (present value)
of net amount of the separately identifiable assets and
liabilities acquired.

After initial recognition, goodwill is measured at cost less
any impairment losses and it is no longer amortised. Ac-
cording to IAS 36, goodwill is not subject to amortization.
Realized gains and losses on investments in subsidiaries
include the related goodwill. Goodwill is tested at least
annually in order to identify any impairment losses.

The purpose of the impairment test on goodwill is to
identify the existence of any impairment losses on the
carrying amount recognised as intangible asset. In this
context, cash-generating units to which the goodwill
is allocated are identified and tested for impairment.
Cash-generating units (CGU) units usually represent the
consolidated units within the same primary segment in
each country. Any impairment is equal to the difference,
if negative, between the carrying amount and the recov-
erable amount, which is the higher between the fair value
of the cash-generating unit and its value in use, i.e. the
present value of the future cash flows expected to be de-
rived from the cash-generating units. The fair value of the
CGU is determined on the basis of current market quota-
tion or usually adopted valuation techniques (mainly DDM
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or alternatively Market Value Balance Sheet or appraisal
value). The Dividend Discount Model is a variant of the
Cash flow method. In particular the Dividend Discount
Model, in the excess capital methodology, states that the
economic value of an entity is equal to the discounted
dividends flow calculated considering the minimum cap-
ital requirements. Such models are based on projections
on budgets/forecasts approved by management or con-
servative or prudential assumptions covering a maximum
period of five years. Cash flow projections for a period
longer than five years are extrapolated using estimated
among others growth rates. The discount rates reflect the
free risk rate, adjusted to take into account specific risks.
Should any previous impairment losses no longer exist,
they cannot be reversed.

For further details see paragraph “Information on consol-
idation perimeter and Group companies” in the Notes.

Other intangible assets

Intangible assets with finite useful life are measured at
acquisition or production cost less any accumulated
amortisation and impairment losses. The amortisation
is based on the useful life and begins when the asset
is available for use. Specifically, the purchased software
expenses are capitalised on the basis of the cost for pur-
chase and usage.

The costs related to their development and maintenance
are charged to the profit and loss account of the period
in which they are incurred.

Other intangible assets with indefinite useful life are not
subject to amortization. They are periodically tested for
impairment.

Gains or losses arising from de-recognition of an intangi-
ble asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in the income statement when the
asset is de-recognised.
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Contractual relations with customers -
insurance contracts acquired in a business
combination or portfolio transfer

In case of acquisition of life and non-life insurance con-
tract portfolios in a business combination or portfolio
transfer, the Group recognises an intangible asset, i.e.
the value of the acquired contractual relationships (Value
Of Business Acquired). The VOBA is the present value of
the pre-tax future profit arising from the contracts in force
at the purchase date, taking into account the probability
of renewals of the one year contracts in the non-life seg-
ment. The related deferred taxes are accounted for as
liabilities in the consolidated balance sheet.

The VOBA is amortised over the effective life of the con-
tracts acquired, by using an amortization pattern reflect-
ing the expected future profit recognition. Assumptions
used in the development of the VOBA amortization
pattern are consistent with the ones applied in its initial
measurement. The amortization pattern is reviewed on a
yearly basis to assess its reliability and, if applicable, to
verify the consistency with the assumptions used in the
valuation of the corresponding insurance provisions.
The difference between the fair value of the insurance
contracts acquired in a business combination or a port-
folio transfer, and the insurance liabilities measured in
accordance with the acquirer’s accounting policies for
the insurance contracts that it issues, is recognised as
intangible asset and amortised over the period in which
the acquirer recognises the corresponding profits.

The Generali Group applies this accounting treatment to
the insurance liabilities assumed in the acquisition of life
and non-life insurance portfolios.

The future VOBA recoverable amount is nonetheless
tested on yearly basis.

As for as the life and non-life portfolios, the recoverable
amount of the value of the in force business acquired is
carried out through the liability adequacy test (LAT) of
the insurance provisions — mentioned in the paragraph
related to life and non-life insurance provisions— taking
into account, if any, the deferred acquisition costs rec-
ognised in the balance sheet. If any, the impairment loss-
es are recognised in the profit or loss account and cannot
be reversed in a subsequent period.

Similar criteria are applied for the initial recognition, the
amortization and the impairment test of other contrac-
tual relationships arising from customer lists of asset
management sector, acquired in a business combination
where the acquiree belongs to the financial segment.

Consolidated Non-Financial
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Tangible assets

This item comprises land and buildings used for own ac-
tivities and other tangible assets.

Land and buildings (self-used)

In accordance with IAS 16, this item includes land and
buildings used for own activities.

Land and buildings (self-used) are measured applying the
cost model set out by IAS 16. The cost of the self-used
property comprises purchase price and any directly at-
tributable expenditure.

The depreciation is systematically calculated applying
specific economic/technical rates which are determined
locally in accordance with the residual value over the
useful economic life of each individual component of the

property.

Land and buildings (self-used) are measured at cost less
any accumulated depreciation and impairment losses.
Land and agricultural properties are not depreciated but
periodically tested for impairment losses. Costs, which
determine an increase in value, in the functionality or in
the expected useful life of the asset, are directly charged
to the assets to which they refer and depreciated in ac-
cordance with the residual value over the assets’ use-
ful economic life. Cost of the day-to-day servicing are
charged to the profit and loss account.

Finance leases of land and buildings are accounted for in
conformity with IAS 17 and require that the overall cost
of the leasehold property is recognised as a tangible
asset and, as a counter-entry, the present value of the
minimum lease payments and the redemption cost of the
asset are recognised as a financial liability.

Other tangible assets

Property, plant, equipment, furniture and property inven-
tories are classified in this item as property inventory.
They are initially measured at cost and subsequently rec-
ognised net of any accumulated depreciation and impair-
ment losses. They are systematically depreciated on the
basis of economic/technical rates determined in accor-
dance with their residual value over their useful economic
life. In particular the inventories are measured at the low-
er of cost (including cost of purchase, cost of conversion
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and cost incurred the inventories to their present location
and condition) and net realizable value, i.e. the estimated
selling price in the ordinary course of business less the
estimated cost of completion and costs to sell.

An item of property, plant and equipment and any signif-
icant part initially recognised is de-recognised upon dis-
posal or when no future economic benefits are expect-
ed from its use or disposal. Any gain or loss arising on
de-recognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is included in the income statement
when the asset is de-recognised.

The residual values, useful lives and methods of depre-
ciation of property, plant and equipment are reviewed at
each financial year end and adjusted prospectively, if ap-
propriate.

Reinsurance provisions

The item comprises amounts ceded to reinsurers from in-
surance provisions that fall under IFRS 4 scope. They are
accounted for in accordance with the accounting princi-
ples applied to direct insurance contracts.

Investments

Land and Buildings (Investment Properties)

In accordance with IAS 40, this item includes land and
buildings held to earn rentals or for capital appreciation
or both. Land and buildings for own activities and prop-
erty inventories are instead classified as tangible assets.
Furthermore, assets for which the sale is expected to be
completed within one year are classified as non-current
assets or disposal groups classified as held for sale.

To measure the value of land and buildings (investment
properties), the Generali Group applies the cost model
set out by IAS 40, and adopts the depreciation crite-
ria defined by IAS 16. Please refer to the paragraph on
land and buildings (self-used) for information about cri-
teria used by the Group and finance leases of land and
buildings.
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Investments in subsidiaries, associated
companies and joint ventures

This item includes investments in subsidiaries and asso-
ciated companies valued at equity or at cost. Immaterial
investments in subsidiaries and associated companies,
as well as investments in associated companies and in-
terests in joint ventures valued using the equity method
belong to this category.

A list of such investments is shown in attachment to this
Consolidated financial statement.

Financial investments - classification and
measurement

Financial Instruments included in scope of IAS 39 are
classified as follows:

— Held to maturity

— Loans and receivables

— Available for sale financial assets

— Financial assets at fair value through profit or loss

The classification depends on the nature and purpose of
holding financial instruments and is determined at initial
recognition except for allowed reclassifications in rare
circumstances and when the purpose of holding the fi-
nancial assets changes.

The financial investments are initially recognized at fair
value plus, in the case of instruments not measured at
fair value through profit or loss, the directly attributable
transactions costs.

Non-derivative financial assets with fixed and determin-
able payments, those that the entity has the intention and
the ability to hold to maturity, unquoted and not available
for sale are subsequently measured at amortised cost.

Held to maturity financial assets

The category comprises the non-derivative financial as-
sets with fixed or determinable payments and fixed ma-
turity that a company has the positive intention and ability
to hold to maturity, other than loans and receivables and
those initially designated as at fair value through profit or
loss or as available for sale. The intent and ability to hold
investments to maturity must be demonstrated when ini-
tially acquired and at each reporting date.
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In the case of an early disposal (significant and not due
to particular events) of said investments, any remaining
investments must be reclassified as available for sale.

Held to maturity investments are accounted for at settle-
ment date and measured initially at fair value and subse-
quently at amortised cost using the effective interest rate
method and considering any discounts or premiums ob-
tained at the time of the acquisition which are accounted
for over the remaining term to maturity.

Loans and receivables

This category comprises non-derivative financial assets
with fixed or determinable payments, not quoted in an
active market. It does not include financial assets held for
trading and those designated as at fair value through prof-
it or loss or as available for sale upon initial recognition.

In detail, the Generali Group includes in this category
some unquoted bonds, mortgage loans, policy loans,
term deposits with credit institutions, deposits under re-
insurance business accepted, repurchase agreements,
receivables from banks or customers accounted for by
companies of the financial segment, and the mandatory
deposit reserve with the central bank. The Group’s trade
receivables are instead classified as other receivables in
the balance sheet.

Loans and receivables are accounted for at settlement
date and measured initially at fair value and subsequently
at amortised cost using the effective interest rate method
and considering any discounts or premiums obtained at
the time of the acquisition which are accounted for over
the remaining term to maturity. Short-term receivables
are not discounted because the effect of discounting
cash flows is immaterial. Gains or losses are recognised
in the profit and loss account when the financial assets
are de-recognised or impaired as well as through the
normal amortization process envisaged by the amortised
cost principle.

Available for sale financial assets

Available for sale financial assets are accounted for at the
settlement date at the fair value at the related transaction
dates, plus the transaction costs directly attributable to

the acquisition.

The unrealized gains and losses on available for sale
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financial assets arising out of subsequent changes in
value are recognised in other comprehensive income
in a specific reserve until they are sold or impaired. At
this time the cumulative gains or losses previously rec-
ognised in other comprehensive income are accounted
for in the profit and loss account.

This category includes quoted and unquoted equities,
investment fund units (IFU) not held for trading, nor des-
ignated as financial assets at fair value through profit or
loss, and bonds, mainly quoted, designated as available
for sale.

Interests on debt financial instruments classified as
available for sale are measured using the effective inter-
est rate with impact on profit or loss. Dividends related to
equities classified in this category are reported in profit or
loss when the shareholder’s right to receive payment is
established, which usually coincides with the sharehold-
ers’ resolution.

The Group evaluates whether the ability and intention
to sell its Available for sale financial assets in the near
term is still appropriate. When, in rare circumstances, the
Group is unable to trade these financial assets due to
inactive markets and management’s intention to do so
significantly changes in the foreseeable future, the Group
may elect to reclassify these financial assets. Reclassi-
fication to loans and receivables is permitted when the
financial assets meet the definition of loans and receiv-
ables and the Group has the intent and ability to hold
these assets for the foreseeable future or until maturity.
Reclassification to the held to maturity category is per-
mitted only when the entity has the ability and intention
to hold the financial asset accordingly.

For a financial asset reclassified from the available-for
sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and
any previous gain or loss on the asset that has been rec-
ognised in equity is amortised to profit or loss over the
remaining life of the investment using the EIR. Any differ-
ence between the new amortised cost and the maturity
amount is also amortised over the remaining life of the
asset using the EIR. If the asset is subsequently deter-
mined to be impaired, then the amount recorded in equity
is reclassified to the income statement.
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Financial assets at fair value through profit or loss

This category comprises financial assets held for trading,
i.e. acquired mainly to be sold in a short term, and finan-
cial assets that upon initial recognition are designated as
at fair value through profit or loss.

In particular both bonds and equities, mainly quoted, and
all derivative assets, held for both trading and hedging
purposes, are included in this category. Financial assets
at fair value through profit or loss also take into account
investments back to policies where the investment risk
is borne by the policyholders and back to pension funds
in order to significantly reduce the valuation mismatch
between assets and related liabilities.

Structured instruments, whose embedded derivatives
cannot be separated from the host contracts, are classi-
fied as financial assets at fair value through profit or loss.

The financial assets at fair value through profit or loss are
accounted for at settlement date and are measured at
fair value. Their unrealized and realized gains and losses
at the end of the period are immediately accounted for in
the profit and loss account.

The Group evaluates its financial assets held for trading,
other than derivatives, to determine whether the intention
to sell them in the near term is still appropriate. When, in
rare circumstances, the Group is unable to trade these fi-
nancial assets due to inactive markets and management’s
intention to sell them in the foreseeable future significant-
ly changes, the Group may elect to reclassify them. The
reclassification to loans and receivables, Available for
sale or held to maturity depends on the nature of the as-
set. This evaluation does not affect any financial assets
designated at fair value through profit or loss using the
fair value option at designation, as these instruments
cannot be reclassified after initial recognition.

Derecognition

A financial asset (or, where applicable, a part of a finan-
cial asset or part of a group of similar financial assets) is
de-recognised when:

— The rights to receive cash flows from the asset have
expired;

— The Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation to
pay the received cash flows in full without material de-
lay to a third party under a ‘pass-through’ arrangement;
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and either (a) the Group has transferred substantially all
the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred con-
trol of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has re-
tained the risks and rewards of ownership. When it has
neither transferred nor retained substantially all of the
risks and rewards of the asset, nor transferred control
of the asset, the asset is recognised to the extent of the
Group’s continuing involvement in the asset. In that case,
the Group also recognises an associated liability. The
transferred asset and the associated liability are mea-
sured on a basis that reflects the rights and obligations
that the Group has retained. Continuing involvement that
takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount
of the asset and the maximum amount of consideration
that the Group could be required to repay.

Receivables

This item includes receivables arising out of direct insur-
ance and reinsurance operations, and other receivables.

Receivables arising out of direct insurance
and reinsurance operations

Receivables on premiums written in course of collection
and receivables from intermediates and brokers, co-in-
surers and reinsurers are included in this item. They are
accounted for at their fair value at acquisition date and
subsequently at their presumed recoverable amounts.

Other receivables

This item includes all other receivables, which do not
have an insurance or tax nature. They are accounted for
at fair value at recognition and subsequently at their pre-
sumed recoverable amounts

Other assets

Non-current assets or disposal groups classified as held
for sale, deferred acquisition costs, tax receivables, de-
ferred tax assets, and other assets are classified in this
item.
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Non-current assets or disposal groups
classified as held for sale

This item comprises non-current assets or disposal
groups classified as held for sale under IFRS 5. Non-cur-
rent assets and disposal groups are classified as held for
sale if their carrying amounts will be recovered principally
through a sale transaction rather than through continuing
use. The criteria for held for sale classification is regard-
ed as met only when the sale is highly probable and the
asset or disposal group is available for immediate sale
in its present condition. Management must be commit-
ted to the sale, which should be expected to qualify for
recognition as a completed sale within one year from the
date of classification

They are measured at the lower of their carrying amount
and fair value less costs to sell.

Discontinued operations are excluded from the results
of continuing operations and are presented as a single
amount in profit or loss after tax from discontinued oper-
ations in the income statement.

Deferred acquisition costs

Concerning deferred acquisition costs, according to re-
quirements of IFRS 4, the Group continued to apply ac-
counting policies prior to the transition to international
accounting principles. In this item acquisition costs paid
before the subscription of multi-year contracts to amor-
tize within the duration of the contracts are included.

Deferred tax assets

Deferred tax assets are recognized for deductible tempo-
rary differences between the carrying amounts of assets
and liabilities and the corresponding amounts recognized
for tax purposes.

In the presence of tax losses carried forward or unused
tax credits, deferred tax assets are recognized to the ex-
tent that it is probable that future taxable profit will be
available against which the aforementioned tax losses or
unused tax credits.

Deferred tax relating to items recognised outside prof-
it or loss is recognised outside profit or loss. Deferred
tax items are recognised in correlation to the underlying
transaction either in other comprehensive income or di-
rectly in equity

Deferred tax assets and deferred tax liabilities are off-
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set if a legally enforceable right exists to offset current

tax assets against current income tax liabilities and the

deferred taxes relate to the same taxable entity and the
same taxation authority.

Deferred tax assets are measured at the tax rates that are

expected to be applied in the year when the asset is real-

ized, based on information available at the reporting date

Deferred tax assets are not recognized in the following

cases provided in paragraph 24 of IAS 12:

— when the deferred tax asset relating to the deductible
temporary difference arises from the initial recognition
of an asset or liability in a transaction that is not a busi-
ness combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit
or loss

— in respect of deductible temporary differences associ-
ated with investments in subsidiaries, associates and
interests in joint ventures, deferred tax assets are rec-
ognised only to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilized.

— for all deductible temporary differences between the
carrying amount of assets or liabilities and their tax
base to the extent that it is probable that taxable in-
come will be available, against which the deductible
temporary differences can be utilised.

Tax receivables

Receivables related to current income taxes as defined
and regulated by IAS 12 are classified in this item. They
are accounted for based on the tax laws in force in the
countries where the consolidated subsidiaries have their
offices.

Current income tax relating to items recognised directly
in equity are recognised in equity and not in the income
statement.

Other assets

The item mainly includes accrued income and prepay-
ments, specifically accrued interest from bonds.

It also comprises deferred commissions for investment
management services related to investment contracts.
Deferred fee and commission expenses include acqui-
sition commissions related to investment contracts with-
out DPF fair valued as provided for by IAS 39 as financial



‘ 170 ‘ Generali Group

liabilities at fair value through profit or loss. Acquisition
commissions related to these products are accounted
for in accordance with the IAS 18 treatment of the in-
vestment management service component. They are rec-
ognised along the product life by reference to the stage
of completion of the service rendered. Therefore, acqui-
sition commissions are incremental costs recognised as
assets, which are amortised throughout the whole policy
term on a straight line approach, reasonably assuming
that the management service is constantly rendered.

Deferred commissions for investment management ser-
vices are amortised, after assessing their recoverability in
accordance with IAS 36.
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Cash and cash equivalents

Cash in hand and equivalent assets, cash and balances
with banks payable on demand and with central banks
are accounted for in this item at their carrying amounts.

Short-term, highly liquid investments that are readily con-
vertible to known amounts of cash and which are subject
to an insignificant risk of changes in value are included in
this item. Investments are qualified as cash equivalents
only when they have a short maturity of 3 months or less
from the date of the acquisition.
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Balance sheet - Liabilities and
equity

Shareholder’s equity

Shareholder’s equity attributable
to the Group

Share capital

Ordinary shares are recognized as share capital and their
value equals the nominal value.

Other equity instruments

The item includes preference shares and equity compo-
nents of compound financial instruments.

Capital reserve

The item includes the share premium account of the Par-
ent Company.

Revenue reserve and other reserves

The item comprises retained earnings or losses adjusted
for the effect of changes arising from the first-time appli-
cation of IAS/IFRS, reserves for share-based payments,
equalisation and catastrophe provisions not recognised
as insurance provisions according to IFRS 4, legal re-
serves envisaged by the Italian Civil Code and special
laws before the adoption of IAS, as well as reserves from
the consolidation process.

Own shares
As provided for by IAS 32, the item includes equity instru-

ments of the Parent company held by the same company
or by its consolidated subsidiaries
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Reserve for currency translation differences

The item comprises the exchange differences to be
recognised in equity in accordance with IAS 21, which
derive from accounting for transactions in foreign cur-
rencies and from the translation of subsidiaries’ financial
statements denominated in foreign currencies.

Reserve for unrealised gains and losses on
available for sale financial assets

The item includes gains or losses arising from changes
in the fair value of available for sale financial assets, as
previously described in the corresponding item of finan-
cial investments.

The amounts are accounted for net of the related de-
ferred taxes and deferred policyholder liabilities.

Reserve for other unrealised gains and losses
through equity

The item includes the cash flow hedging derivatives re-
serve, the reserve for hedges of net investments in foreign
operations. This item includes gains or losses on cash flow
hedging instruments and gains or losses on hedging in-
struments of a net investment in a foreign operation. In ad-
dition, this item also includes the profits and losses relating
to defined benefit plans and the part of the balance sheet
reserves whose the variation is part of the comprehensive
income of participations and those relating to non-current
assets or disposal groups classified as held for sale.

Result of the period

The item refers to the Group consolidated result of the
period. Dividend payments are accounted for after the
approval of the shareholders’ general meeting.

Shareholder’s equity attributable to
minority interests

The item comprises equity instruments attributable to mi-
nority interests.

It also includes the reserve for unrealized gains and loss-
es on available for sale investments and any other gains
or losses recognized directly in equity attributable to mi-
nority interests
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Provisions

Provisions for risks and charges are provided only when
it is deemed necessary to respond to an obligation (legal
or implicit) arising from a past event and it is probable
that an outflow of resources whose amount can be reli-
ably estimated, as required by IAS 37.

Insurance provisions

This item comprises amounts, gross of ceded reinsurance,
of liabilities related to insurance contracts and investment
contracts with discretionary participation features

Life insurance policies

Life insurance policies

In accordance with IFRS 4, policies of the life segment
are classified as insurance contracts or investment con-
tracts based on the significance of the underlying insur-
ance risk.

Classification requires the following steps:

— identification of the characteristics of products (option,
discretionary participation feature, etc.) and services
rendered;

— determination of the level of insurance risk in the con-
tract; and

— application of the international principle.

Insurance contracts and investment contracts
with DPF

Premiums, payments and change in the insurance provi-
sion related to products whose insurance risk is consid-
ered significant (e.g. term insurance, whole life and en-
dowment with annual premiums, life contingent annuities
and contracts containing an option to elect at maturity a
life contingent annuity at rates granted at inception, long-
term health insurance and unit-linked with sum assured
in case of death significantly higher than the value of the
fund) or investment contracts with discretionary partici-
pation feature -DPF — (e.g. policies linked to segregated
funds, contracts with additional benefits that are con-
tractually based on the economic result of the compa-
ny) are accounted for in accordance with previous local
GAAP. Gross premiums are recognised as a revenue, net
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of cancellations of the period, and ceded premiums are
recognised as expenses of the period.

Shadow accounting

In order to mitigate the valuation mismatch between fi-
nancial investments carried at fair value according to IAS
39 and insurance provisions which are accounted for in
accordance with previous local GAAP, shadow account-
ing is applied to insurance contracts and investments
contracts with DPF. This accounting practice attributes
to the policyholders part of the difference between IAS/
IFRS valuation of the basis on which the profit sharing is
determined and valuation which is used to determine the
profit sharing actually paid. This accounting treatment is
included in the deferred policyholder liabilities in the life
insurance provisions

The policyholders’ share is calculated on the average
contractual percentage for the policyholder participation,
as the local regulation already foresees the protection of
guaranteed obligations through the recognition of addi-
tional provisions for interest rate risk if future financial re-
turns based on a proper time horizon are not sufficient to
cover the financial guaranties included in the contract.

The accounting item arising from the shadow accounting
application is included in the carrying amount of insur-
ance liabilities whose adequacy is tested by the liability
adequacy test (LAT) according to IFRS 4 (refer to para-
graph Details on insurance and investment contracts), to
rectify the IAS/IFRS carrying amount of insurance provi-
sions.

The main accounting effect of the shadow accounting
is double fold: on the one hand, the recognition of the
policyholders’ share of unrealized gains and losses on
available for sale financial assets in the deferred poli-
cyholders’ liabilities; on the other, the insurer’s share is
recognised in equity. If financial instruments are fair val-
ued through profit or loss or financial investments are
impaired, the policyholders’ share on the difference be-
tween the market value and valuation used to determine
the return which the profit sharing is based on (e.g. the
carrying amount in segregated fund) is recognised in the
profit and loss account. The shadow accounting also al-
lows the recognition of an insurance liability related to
unrealized gains on available for sale financial assets
linked to contracts with discretionary participation fea-
ture, up to the amount of the increase in value of these
assets due to the change of market rates.
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Investment contracts

Investment contracts without DPF and that do not

have a significant investment risk, mainly include unit/

index-linked policies and pure capitalization contracts.

These products are accounted for in accordance with

IAS 39 as follows:

— the products are recognised as financial liabilities at
fair value or at amortised cost. In detail, linked prod-
ucts classified as investment contracts are fair valued
through profit or loss, while pure capitalization policies
are generally valued at amortised cost;

- fee and commission income and expenses are rec-
ognised in the profit and loss account. Specifically, IAS
39 and IAS 18 require that they are separately identi-
fied and classified in the different components of: (i)
origination, to be charged in the profit and loss account
at the date of the issue of the product; and (ii) invest-
ment management service, to be recognised through-
out the whole policy term by reference to the stage of
completion of the service rendered;

— fee and commission income and incremental costs of
pure capitalization contracts without DPF (other than
administration costs and other non-incremental costs)
are included in the amortised cost measurement;

— the risk component of linked products is unbundled,
if possible, and accounted for as insurance contracts

Life insurance provisions

Life insurance provisions are related to insurance con-
tracts and investment contracts with discretionary par-
ticipation features. These provisions are accounted for
based on local GAAP, in compliance with IFRS 4.

Liabilities related to insurance contracts and invest-
ment contracts with discretionary participation features
are determined analytically for each kind of contract on
the basis of appropriate actuarial assumptions. They
meet all the existing commitments based on best es-
timates.

These actuarial assumptions take into consideration the
most recent demographic tables of each country where
the risk is underwritten, aspects of mortality, morbidity,
determination of risk-free rates, expenses and inflation.
The tax charge is based on laws in force.

Among life insurance provisions, provisions in addition
to mathematical provisions, already envisaged by the lo-
cal regulations in case of adverse changes in the interest
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rates or mortality, are classified as provisions for the lia-
bility adequacy test.

As previously mentioned, insurance provisions include
deferred policyholder liabilities related to contracts with
DPF. The recognition of the deferred policyholder liabil-
ities is made in accordance to shadow accounting, as
already mentioned in paragraph “Shadow accounting” of
section Insurance Provision.

Liability adequacy test (LAT)

In accordance with IFRS 4, in order to verify the ade-
quacy of the reserves a Liability Adequacy Test (LAT) is
performed. The aim of the test is to verify if the technical
provisions - inclusive of deferred policyholders liabilities
- are adequate to cover the current value of future cash
flows related to insurance contracts.

The liability adequacy test is performed through the com-
parison of the IFRS reserves (which include the impact
of “shadow accounting”), net of any deferred acquisition
costs or intangible assets related to these contracts, with
the current value of future cash flows related to insurance
contracts.

The abovementioned amount also includes the costs of
embedded financial options and guarantees, which are
measured with a market-consistent methodology. Tech-
nical reserves which are subject to the Liability Adequacy
Test also include the interest rate risk provisions as re-
quired by local regulations.

The insurance contracts modelling and best estimates
assumptions used are consistent with the evaluation
process of the insurance provisions in accordance with
Solvency Il and subject to audit process in compliance
with the current regulation.

Each inadequacy is charged to the profit and loss ac-
count, initially reducing deferred acquisition costs and
value of business acquired, and subsequently account-
ing for a provision.

Non-life insurance provisions

The local GAAP for each country is applied to non-life
insurance provisions, since all the existing policies fall
under IFRS 4 scope. In conformity with the international
standard, no provisions for future claims are recognised,
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in line with the derecognition of the equalisation and ca-
tastrophe provisions and some additional components
of the unearned premiums provisions, carried out on the
date of the first-time application.

The provisions for unearned premiums includes the
pro-rata temporis provision, which is the amount of gross
premiums written allocated to the following financial peri-
ods, and the provision for unexpired risks, which provides
for claims and expenses in excess of the related unearned
premiums.

The provisions for outstanding claims are determined by
a prudent assessment of damages, based on objective
and prospective considerations of all predictable charges.

Provisions are deemed adequate to cover payments of
damages and the cost of settlement of claims related to
accident occurred during the year but not yet reported.

The non-life insurance provisions meets the requirements
of the liability adequacy test according to IFRS 4.

Amounts ceded to reinsurers from insurance provisions
are determined in accordance with the criteria applied for
the direct insurance and accepted reinsurance.

Financial liabilities

Financial liabilities at fair value through profit or loss and fi-
nancial liabilities at amortised cost are included in this item.
Financial liabilities at fair value through
profit or loss

The item refers to financial liabilities at fair value through

profit or loss, as defined and regulated by IAS 39. In de-
tail, it includes the financial liabilities related to investment
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contracts where the investment risk is borne by the poli-
cyholders as well as derivative liabilities.

Other financial liabilities

The item includes financial liabilities within the scope of
IAS 39 that are not classified as at fair value through prof-
it or loss and are instead measured at amortised cost.

This item comprises both subordinated liabilities, which,
in the case of bankruptcy, are to be repaid only after the
claims of all other creditors have been met, and hybrid
instruments.

Bond instruments issued are measured at issue price, net
of costs directly attributed to the transaction. The differ-
ence between the aforesaid price and the reimbursement
price is recognised along the duration of the issuance in
the profit and loss account using the effective interest
rate method.

Furthermore, it includes liabilities to banks or customers,
deposits received from reinsurers, bonds issued, other
loans and financial liabilities at amortised cost related to
investment contracts that do not fall under IFRS 4 scope.

Derecognition

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or
the terms of an existing liability are substantially modi-
fied, such an exchange or modification is treated as the
derecognition of the original liability and the recognition
of a new liability. The difference in the respective carrying
amounts is recognised in the income statement.
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Payables
Payables arising out insurance operations

The item includes payables arising out of insurance and
reinsurance operations.

Other payables

This item mainly includes provisions for the Italian "tratta-
mento di fine rapporto” (employee severance pay). These
provisions are accounted for in accordance with IAS 19
(see paragraph Other liabilities).

Other liabilities

The item comprises liabilities not elsewhere accounted
for. In detail, it includes liabilities directly associated with
non-current assets and disposal groups classified as
held for sale, tax payables and deferred tax liabilities and
deferred fee and commission income.

Liabilities directly associated with non-
current assets and disposal groups
classified as held for sale

The item includes liabilities directly associated with
non-current assets and disposal groups classified as
held for sale, as defined by IFRS 5.
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Deferred tax liabilities

Deferred tax liabilities are recognised for all taxable tem-
porary differences between the carrying amount of as-
sets and liabilities and their tax base, Deferred tax liabil-
ities are measured at the tax rates that are expected to
be applied in the year when temporary differences will be
taxable, are based on the tax rates and tax laws enacted
or substantively enacted at the reporting date.

Deferred tax relating to items recognised outside prof-
it or loss is recognised outside profit or loss. Deferred
tax items are recognised in correlation to the underlying
transaction either in other comprehensive income or di-
rectly in equity.

Deferred tax assets and deferred tax liabilities are off-
set if a legally enforceable right exists to set off current
tax assets against current income tax liabilities and the
deferred taxes relate to the same taxable entity and the
same taxation authority.

Deferred tax liabilities are not recognized in the following

cases provided for in paragraph 15 of IAS 12:

— When the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a trans-
action that is not a business combination and, at the
time of the transaction, affects neither the accounting
profit nor taxable profit or loss

— In respect of taxable temporary differences associated
with investments in subsidiaries, associates and inter-
ests in joint ventures, when the timing of the reversal
of the temporary differences can be controlled and it
is probable that the temporary differences will not re-
verse in the foreseeable future.

Tax payables

The item includes payables due to tax authorities for
current taxes. Current income tax relating to items rec-
ognised directly in equity is recognised in equity and not
in the income statement.
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Other liabilities

This item includes provisions for defined benefit plans,
such as termination benefit liabilities and other long-term
employee benefits (the ltalian provision for “trattamento
di fine rapporto” is excluded and classified as other pay-
ables). In compliance with IAS 19, these provisions are
measured according to the project unit credit method.
This method implies that the defined benefit liability is
influenced by many variables, such as mortality, employ-
ee turnover, salary trends, expected inflation, expected
rate of return on investments, etc. The liability recognised
in the balance sheet represents the net present value of
the defined benefit obligation less the fair value of plan
assets (if any), adjusted for any actuarial gains and losses
and any past service costs not amortised. The rate used
to discount future cash flows is determined by reference
to market yields on high-quality corporate bonds. The
actuarial assumptions are periodically tested to confirm
their consistency. The actuarial gains and losses arising
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from subsequent changes in variables used to make es-
timates are recognised shall be accounted for in other
comprehensive income without any possibility of recy-
cling to profit and loss.

Deferred fee and commission income includes acqui-
sition loadings related to investment contracts without
DPF, which are classified as financial liabilities at fair val-
ue through profit or loss, according to IAS 39.

Acquisition loadings related to these products are ac-
counted for in accordance with IAS 18 treatment of the
investment management service component during the
product life. They are recognised by reference to the
stage of completion of the service rendered.

Therefore, the acquisition commissions have been re-
classified in the balance sheet, as liabilities to be re-
leased to the profit and loss account during the life of
the product.
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Profit and loss account
Income
Earned premiums

The item includes gross earned premiums on insurance
contracts and investment contracts with discretionary
participation features, net of earned premiums ceded.

Fee and commission income

The item includes fee and commission income for financial
services rendered by companies belonging to the finan-
cial segment and fee and commission income related to
investment contracts.

Net income from financial instruments at
fair value through profit or loss

The item comprises realized gains and losses, interests,
dividends and unrealized gains and losses on financial
assets and liabilities at fair value through profit or loss.

Income from subsidiaries, associated
companies and joint ventures

The item comprises income from investments in subsid-
iaries, associated companies and joint ventures, which
are accounted for in the corresponding asset items of the
balance sheet.

Income from financial instruments
and other investments

The item includes income from financial instruments
not at fair value through profit or loss and from land and
buildings (investment properties). In detail, it includes
mainly interests from financial instruments measured
using the effective interest method, other income from
investments, including dividends recognised when the
right arises, income from properties used by third parties,
realized gains from financial assets, financial liabilities
and investment properties and reversals of impairment.
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Other income

The item includes: revenue arising from sale of goods
and rendering of services other than financial services;
other insurance income; gains on foreign currency ac-
counted for under IAS 21; realized gains and reversals of
impairment on tangible assets and other assets; and any
gains recognised on the re-measurement of non-current
assets or disposal groups classified as held for sale.

Expenses
Net insurance benefit and claims

The item includes the amounts paid in respect of claims
occurring during the period, maturities and surrenders, as
well as the amounts of changes in insurance provisions
that fall under IFRS 4 scope, net of recoveries and rein-
surance. It also comprises changes in the provision for
deferred policyholders liabilities with impact on the profit
and loss account.

Fee and commission expenses and
expenses from financial service activities

The item includes fee and commission expenses for fi-
nancial services received by companies belonging to the
financial segment and fee and commission expenses re-
lated to investment contracts.

Expenses from subsidiaries, associated
companies and joint ventures

The item includes expenses from investments in subsid-
iaries, associated companies and joint ventures, which
are accounted for in the corresponding asset items of the
balance sheet.

Expenses from financial instruments and
other instruments

The item comprises expenses from land and buildings
(investment properties) and from financial instruments
not at fair value through profit or loss. It includes: inter-
est expense; expenses on land and buildings (invest-
ment properties), such as general property expenses and
maintenance and repair expenses not recognised in the
carrying amount of investment properties; realized loss-
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es from financial assets, financial liabilities and land and
buildings (investment properties); depreciations and im-
pairment of such investments.

Acquisition and administration costs

The item comprises acquisition commissions, other ac-
quisition costs and administration costs related to con-
tracts that fall under IFRS 4 scope. Other acquisition
costs and administration costs related to investment
contracts without discretionary participation features are
also included, as well as overheads and personnel ex-
penses for investment management, and administration
expenses of non-insurance companies.

Other expenses

The item includes: other insurance expenses; allocation
to provisions; losses on foreign currency accounted for
under IAS 21; realized losses, impairment and depre-
ciation of tangible assets not elsewhere allocated; and
amortization of intangible assets. It also comprises any
loss on the re-measurement of non-current assets or dis-
posal groups classified as held for sale, other than dis-
continued operations.

Capitalization of borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of an asset that necessarily
take a substantial period of time to get ready for its in-
tended use or sale are capitalised as part of the cost of
the asset. All other borrowing costs are expensed in the
period in which they occur. Borrowing costs consist of in-
terest and other costs that an entity incurs in connection
with the borrowing of funds.

Income taxes

The item includes income taxes for the period and for
previous years, deferred taxes and tax losses carried
back.
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Comprehensive income

The statement of comprehensive income was introduced
by the revised IAS 1 issued in September 2007 by the
IASB, approved by the EC Regulation No 1274/2008. The
statement comprises items of income and expenses dif-
ferent from those included in profit or loss, recognised
directly in equity other than those changes resulting from
transactions with shareholders.

In accordance with the ISVAP (now IVASS) Regulation
n.7/2007 as subsequently amended, items of income
and expenses are net of taxes as well as net of gains
and losses on available for sale assets attributable to the
policyholders according to the deferred policyholders li-
abilities calculation.

The transactions with owners and the result of compre-
hensive income are presented in the statement of chang-
es in equity

Statement of changes in equity

The statement was prepared in accordance with the re-
quirements of the ISVAP (now IVASS). 7 of 13 July 2007
as subsequently amended, and explains all the variations
of equity.

Change of the closing balance

This section comprises changes of the closing balance of
the previous financial year determined by the correction
of errors or changes in accounting policies (IAS 8) and
the recognition of gains or losses arising from the first
time application of accounting standards (IFRS 1).

Allocation

This section comprises the allocation of the profit or loss
of the year, the allocation of the previous year profit or
loss into the capital reserves, increases in capital and
other reserves (for the issuance of new shares, equity in-
struments, stock options or derivatives on own shares,
for the sale of shares pursuant to IAS 32.33, for the re-
classification to equity instruments previously recognized
in liabilities and, in the consolidated financial statements,
for changes in scope of consolidation), changes within
equity reserves (es. allocation of surplus capital, stock
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option exercise, transfer of revaluation reserves related
to tangible and intangible assets to retained earnings
in accordance with IAS 38.87 and IAS 16.41 etc.), the
changes in gains and losses recognized directly in equity.

Reclassification adjustments to
profit or loss

This section comprises gains or losses previously recog-
nized in equity, that are reclassified to the profit or loss
according to IFRSs (e.g. following the transfer of a finan-
cial asset available for sale).

Transfer

This section comprises the distribution of ordinary or
extraordinary dividends, decreases in capital and other
reserves (for redemption of shares, equity instruments
and distributable reserves, the purchase of own shares,
for the reclassification of liabilities previously recognized
in equity instruments and, in the consolidated financial
statements, for changes in scope of consolidation) and
the attribution of profit or loss recognized directly in eg-
uity and in other balance sheet items (i.e. gains or losses
on cash flow hedging instruments allocated to the carry-
ing amount of hedged instruments).

Changes in ownership interests

This section comprises the effects capita transaction of
the subsidiaries, that do not result in the loss of control.
Existence

This section comprises the equity components and gains
or losses directly recognized in equity at the end of the
reporting period.

The statement illustrates all changes net of taxes and
gains and losses arising from the valuation of financial
assets available for sale, attributable to policyholders
and accounted for in the insurance liabilities.

Cash Flows statement

The report, prepared using the indirect method, is drawn
up in accordance with the ISVAP (now IVASS) require-
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ments n. 7 of 13 July 2007, as amended by Measure
ISVAP (now IVASS) No. 2784 of 8 March 2010, and dis-
tinguishing its component items among operating, in-
vesting and financing activities.

Other information
Fair value

With effect from 1st January 2013, the Generali Group
has implemented IFRS 13 - Fair Value Measurement. This
standard provides guidance on fair value measurement
and requires disclosures about fair value measurements,
including the classification of financial assets and liabili-
ties in fair value hierarchy levels.
With reference to the investments, Generali Group mea-
sures financial assets and liabilities at fair value in the
financial statements, or discloses the contrary in the
notes.
Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transac-
tion between market participants at the measurement
date (exit price). In particular, an orderly transaction takes
place in the principal or most advantageous market at
the measurement date under current market conditions.
A fair value measurement assumes that the transaction
to sell the asset or transfer the liability takes place either:
(@) in the principal market for the asset or liability; or
(b) in the absence of a principal market, in the most ad-
vantageous market for the asset or liability.

The fair value is equal to market price if market informa-
tion are available (i.e. relative trading levels of identical
or similar instruments) into an active market, which is
defined as a market where the items traded within the
market are homogeneous, willing buyers and sellers can
normally be found at any time and prices are available to
the public.

If there isn’t an active market, a valuation technique
should be used which shall maximise the observable in-
puts. If the fair value cannot be measured reliably, am-
ortised cost is used as the best estimate in determining
the fair value.

As for measurement and disclosure, the fair value de-
pends on the unit of account, depending on whether the
asset or liability is a stand-alone asset or liability, a group
of assets, a group of liabilities or a group of assets and
liabilities in accordance with the related IFRS.



‘ 180 ‘ Generali Group

However when determining fair value, the valuation
should reflect its use if in combination with other assets.

With reference to non-financial assets, fair value mea-
surement of a non-financial asset takes into account a
market participant’s ability to generate economic bene-
fits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use. The highest and best
use of a non-financial asset takes into account the use of
the asset that is physically possible, legally permissible
and financially feasible. However, an entity’s current use
of a non-financial asset is presumed to be its highest and
best use unless market or other factors suggest that a
different use by market participants would maximise the
value of the asset.

For the liabilities, the fair value is represented by the
price that would be paid to transfer a liability in an or-
derly transaction in the principal (or most advantageous)
market at the measurement date under current market
conditions (i.e. an exit price).

When a quoted price for the transfer of an identical or
a similar liability or entity’s own equity instrument is not
available and the identical item is held by another par-
ty as an asset, an entity shall measure the fair value of
the liability or equity instrument from the perspective of
a market participant that holds the identical item as an
asset at the measurement date.

Fair value hierarchy

Assets and liabilities measured at fair value in the consol-
idated financial statements are measured and classified
in accordance with the fair value hierarchy in IFRS13,
which consists of three levels based on the observability
of inputs within the corresponding valuation techniques
used.

The fair value hierarchy levels are based on the type of

inputs used to determine the fair value with the use of

adequate valuation techniques, which shall maximize the
market observable inputs and limit the use of unobserv-
able inputs:

— Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date.

— Level 2 inputs other than quoted prices included with-
in Level 1 that are observable for the asset or liability,
either directly or indirectly (i.e. quoted prices for similar
assets or liabilities in active markets; quoted prices for
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identical or similar assets or liabilities in markets that
are not active; inputs other than quoted prices that are
observable for the asset or liability; market-corroborat-
ed inputs).

— Level 3: inputs are unobservable inputs for the asset or
liability, which reflect the assumptions that market par-
ticipants would use when pricing the asset or liability,
including assumptions about risk (of the model used
and of inputs used).

The fair value measurement is categorised in its entirety
in the same level of the fair value hierarchy as the lowest
level input that is significant to the entire measurement.
Assessing the significance of a particular input to the
entire measurement requires judgement, taking into ac-
count factors specific to the asset or liability.

A fair value measurement developed using a present
value technique might be categorised within Level 2 or
Level 3, depending on the inputs that are significant to
the entire measurement and the level of the fair value hi-
erarchy within which those inputs are categorised.

If an observable input requires an adjustment using an
unobservable input and that adjustment results in a sig-
nificantly higher or lower fair value measurement, the
resulting measurement would be categorised within the
level attributable to the input with the lowest level utilized.

Adequate controls have been set up to monitor all mea-
surements including those provided by third parties. If
these checks show that the measurement is not con-
sidered as market corroborated the instrument must be
classified in level 3. In this case, generally the main inputs
used in the valuation techniques are volatility, interest
rate, yield curves, credit spreads, dividend estimates and
foreign exchange rates.



Our

‘ We, Generali ‘ performance | Risk Report ‘ Outlook ‘ Statement

Valuation techniques

Valuation techniques are used when a quoted price is
not available or shall be appropriate in the circumstances
and for which sufficient data are available to measure fair
value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

Single or multiple valuation techniques valuation tech-
nique will be appropriate. If multiple valuation techniques
are used to measure fair value, the results shall be evalu-
ated considering the reasonableness of the range of val-
ues indicated by those results. A fair value measurement
is the point within that range that is most representative
of fair value in the circumstances.

Three widely used valuation techniques are:

— market approach: uses prices and other relevant in-
formation generated by market transactions involving
identical or comparable (i.e. similar) assets, liabilities or
a group of assets and liabilities;

— cost approach: reflects the amount that would be re-
quired currently to replace the service capacity of an
asset; and

— income approach: converts future amounts to a single
current (i.e. discounted) amount.

Application to assets and liabilities
— Debt securities

Generally, if available and if the market is defined as ac-
tive, fair value is equal to the market price.

In the opposite case, the fair value is determined using
the market and income approach. Primary inputs to the
market approach are quoted prices for identical or com-
parable assets in active markets where the comparability
between security and benchmark defines the fair value
level. The income approach in most cases means a dis-
counted cash flow method where either the cash flow or
the discount curve is adjusted to reflect credit risk and
liquidity risk, using interest rates and yield curves com-
monly observable at frequent intervals. Depending on the
observability of these parameters, the security is classi-
fied in level 2 or level 3.

— Equity securities

Generally, if available and if the market is defined as ac-
tive, fair value is equal to the market price.
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In the opposite case, the fair value is determined using
the market and income approach. Primary inputs to the
market approach are quoted prices for identical or com-
parable assets in active markets where the comparability
between security and benchmark defines the fair value
level. The income approach in most cases means a dis-
counted cash flow method estimating the present value
of future dividends. Depending on the observability of
these parameters, the security is classified in level 2 or
level 3.

— Investments fund units

Generally, if available and if the market is defined as ac-
tive, fair value is equal to the market price.

In the opposite case, the fair value of IFU is main-
ly determined using net asset values (NAV) provided
by the fund’s managers provided by the subjects re-
sponsible for the NAV calculation. This value is based
on the valuation of the underlying assets carried out
through the use of the most appropriate approach and
inputs, eventually adjusted for illiquidity and conse-
quently hierarchized in accordance with the quality of
used inputs. Moreover, depending on how the share
value is collected, directly from public providers or
through counterparts, the appropriate hierarchy level
is assigned. If this NAV equals the price at which the
quote can be effectively traded on the market in any
moment, the Group considers this value comparable
to the market price.

— Private equity funds ed Hedge funds

Generally, if available and if the market is defined as ac-
tive, fair value is equal to the market price.

In the opposite case, the fair value of private equity funds
and hedge funds is generally expressed as the net asset
value at the balance sheet date, determined using peri-
odical net asset value and audited financial statements
provided by fund administrators. If at the balance sheet
date, such information is not available, the latest official
net asset value is used. The fair value of these invest-
ments is also closely monitored by a team of profession-
als within the Group.

— Derivatives

Generally, if available and if the market is defined as ac-
tive, fair value is equal to the market price.
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In the opposite case, the fair value of derivatives is de-
termined using internal valuation models or provided by
third parties. In particular, the fair value is determined
primarily on the basis of income approach using deter-
ministic or stochastic models of discounted cash flows
commonly shared and used by the market.

The main input used in the valuation include volatility,
interest rates, yield curves, credit spreads, dividend es-
timates and exchange rates observed at frequent inter-
vals.

With reference to the fair value adjustment for credit and
debt risk of derivatives (credit and debt valuation adjust-
ment CVA / DVA), the Group considered this adjustment
as not material for the valuation of its positive and neg-
ative derivatives, as almost entirely of them is collater-
alized. Their evaluation does not take into account for
these adjustments.

— Financial assets where the investment risk is borne by
the policyholders and related to pension funds

Generally, if available and if the market is defined as ac-
tive, fair value is equal to the market price. On the con-
trary, valuation methodologies listed above for the differ-
ent asset classes shall be used.

— Financial liabilities

Generally, if available and if the market is defined as ac-
tive, fair value is equal to the market price.

The fair value is determined primarily on the basis of the
income approach using discounting techniques.

In particular, the fair value of debt instruments issued by
the Group are valued using discounted cash flow mod-
els based on the current marginal rates of funding of the
Group for similar types of loans, with maturities consis-
tent with the maturity of the debt instruments subject to
valuation.

The fair value of other liabilities relating to investment
contracts is determined using discounted cash flow
models that incorporate several factors, including the
credit risk embedded derivatives, volatility, servicing
costs and redemptions. In general, however, are subject
to the same valuation techniques used for financial as-
sets linked policies.
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Accounting for derivatives

Derivatives are financial instruments or other contracts

with the following characteristics:

— their value changes in response to the change in interest
rate, security price, commodity price, foreign exchange
rate, index of prices or rates, credit rating or other
pre-defined underlying variables;

— they require no initial net investment or, if necessary,
an initial net investment that is smaller than one which
would be required for other types of contracts that
would be expected to have a similar response to chang-
es in market factors;

— they are settled at a future date. Derivatives are classi-
fied as at fair value through profit or loss.

According to this accounting model the portion of the
gain or loss on the hedging instrument that is determined
to be an effective hedge is recognized directly in an ap-
propriate item of comprehensive income while the inef-
fective portion of the gains or loss on the hedging instru-
ment is recognized in profit or loss.

The amount accumulated in the other components of
comprehensive income is reversed to profit and loss ac-
count in line with the economic changes of the hedged
item.

When the hedging instrument expires or is sold, or the
hedge no longer meets the criteria for hedge accounting,
the cumulative gain or loss on the hedging instruments,
that remains recognized directly in the other components
of other comprehensive income from the period when the
hedge was effective, remains separately recognized in
comprehensive income until the forecast transaction oc-
curs. However, if the forecasted transaction is no longer
expected to occur, any related cumulative gain or loss on
the hedging instrument that remains recognized directly
in the other components of comprehensive income from
the period when the hedge was effective is immediately
recognized in profit or loss.

With reference to emissions of some subordinated liabil-
ities, the Group has entered into hedging transactions of
the interest rates volatility and exchange rate fluctuations
GBP/EURO, which for accounting purposes is designated
as hedging the volatility of cash flows (cash flow hedge)
and accounted adopting the hedge accounting technique.

Further the Group set cash flow hedges on forecast re-
financing operations of subordinated liabilities that are
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accounted for as hedge of a forecast operations, that are
highly probable and could affect profit or loss. The por-
tion of the gain or loss on the hedging instrument that
is determined to be an effective hedge is recognized di-
rectly in an appropriate item of comprehensive income.
The ineffective portion of the gains or loss on the hedg-
ing instrument is recognized in profit or loss. If a forecast
transaction subsequently results in the recognition of a
financial asset or a financial liability, the associated gains
or losses that were recognised in other comprehensive
income shall be reclassified from equity to profit or loss
as a reclassification adjustment.

Hedges of a net investment in a foreign operation are ac-
counted for similarly to cash flow hedges: the effective
portion of gain or loss on the hedging instrument is rec-
ognized among the components of profit or loss, while
the part is not effective be recognized in the separate
income statement.

Impairment losses on financial assets

As for financial assets, except investments at fair value
through profit or loss, IAS 39 is applied whether there is
any objective evidence that they are impaired.

Evidence of impairment includes, for example, significant
financial difficulties of the issuer, its default or delinquen-
cy in interest or principal payments, the probability that
the borrower will enter bankruptcy or other financial reor-
ganisation and the disappearance of an active market for
that financial asset.

The recognition of impairment follows a complex anal-
ysis in order to conclude whether there are conditions
to effectively recognize the loss. The level of detail and
the detail with which testing is being undertaken varies
depending on the relevance of the latent losses of each
investment.

A significant or prolonged decline in the fair value of an
investment in an equity instrument below its average cost
is considered as an objective evidence of impairment.

The threshold of significance is defined at 30%, while the
prolonged decline in fair value is defined as a continu-
ous decline in market value below average cost for 12
months.

The prolonged decline in value of bonds and loans are
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evaluated as a result of specific analysis that involve the
single issuances.

If an investment has been impaired in previous periods,
further fair value declines are automatically considered
prolonged.

If there is objective evidence of impairment the loss is

measured as follows:

- on financial assets at amortised cost, as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the
financial asset’s original effective interest rate;

— on available for sale financial assets, as the difference
between the cost and the fair value at the measure-
ment date.

Reversals of impairment are recognized respectively: in
the profit or loss in the case of debt instruments, in the
equity reserve in the case of equity securities including
shares of mutual funds (IFU).

Use of estimates

The preparation of financial statements compliant to IFRS
requires the Group to make estimates and assumptions
that affect items reported in the consolidations financial
balance sheet and income statement and the disclosure
of contingent assets and liabilities. The use of estimates
mainly refers to as follows:

— insurance provisions for the life and non-life segment;

- financial instruments measured at fair value classified
in level 3 of the fair value hierarchy;

— the analysis in order to identify durable impairments on
intangible assets (e.g. goodwill) booked in in the bal-
ance sheet (impairment test);

— deferred acquisition costs and value of business ac-
quired;

— other provisions

— deferred and anticipated taxes;

— defined benefit plan obligation;

— share-base payments.

Estimates are periodically reviewed and are based on
key management’s best knowledge of current facts and
circumstances. However, due to the complexity and un-
certainty affecting the above mentioned items, future
events and actions, actual results ultimately may differ
from those estimates, possibly significantly.
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Further information on the process used to determine
assumptions affecting the above mentioned items and
the main risk factors are included in the paragraphs on
accounting principles and in the risk report.

Share based payments

The stock option plans granted by the Board in past pe-
riods configure as share based payments to compensate
officers and employees. The fair value of the share op-
tions granted is estimated at the grant date and is based
on the option pricing model that takes into account, at
the grant date, factors such as the exercise price and
the life of the options, the current price of the underlying
shares, the expected volatility of the share price, the div-
idends expected on the shares and the risk-free interest
rate as well as the specific characteristics of the plan it-
self. The pricing model is based on a binomial simulation
that takes into account the possibility of early exercise of
the options. If present, the pricing model estimates sepa-
rately the option value and the probability that the market
conditions are satisfied. Therefore, the abovementioned
values determine the fair value of equity instruments
granted.

Long term incentive plans, aimed at strengthening the
bond between the remuneration of management and ex-
pected performance in accordance with the Group stra-
tegic plan, as well as the link between remuneration and
generation of value in comparison with peers, are also
treated as an equity-settled share-based payment.

The fair value of the right to obtain free shares in rela-
tion to market condition is assessed at grant date and
is based on a model that takes into account factors
such as historical volatility of the Generali share price
and of the peer group, the correlation between these
shares, the dividends expected on the shares, the risk-
free interest rate as well as the specific characteristics
of the plan itself. The pricing model is based on simu-
lation models generally used for this type of estimation.
Other conditions different than market condition are
considered external to this valuation. The probability
that these conditions are satisfied, combined with the

Annual Integrated Report and Consolidated Financial Statements 2017

estimated fair value of the right to obtain free shares,
defines the overall plan cost.

The cost is charged to the profit and loss account and,
as a double-entry, to equity during the vesting period,
taking into account, where possible, the probability of
satisfaction of the vesting condition related to the rights
granted.

The charge or credit to the profit or loss for a period rep-
resents the change in cumulative expense recognised as
at the beginning and end of that period.

No expense is recognised for awards that do not ulti-
mately vest, except for equity-settled transactions for
which vesting is conditional upon a market or a non-vest-
ing condition. These are treated as vested irrespective
of whether or not the market or non-vesting condition
is satisfied, provided that all other performance and/or
service conditions are satisfied.

When the terms of an equity-settled award are modified,
the minimum expense to be recognised is the expense
had the terms had not been modified, only if the original
terms of the award are met.

An additional expense is recognized for any modification
that increases the total fair value of the share-based pay-
ment transaction, or is otherwise beneficial to the em-
ployee as measured at the date of modification.

When an equity-settled award is cancelled, it is treated
as if it vested on the date of cancellation, and any ex-
pense not yet recognised for the award is recognized
immediately. This includes any award where non-vest-
ing conditions within the control of either the entity or
the employee are not met. However, if a new award is
substituted for the cancelled award, and designated as
a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of diluted
earnings per share.
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Information of financial
and insurance risk

In accordance with IFRS 7 and IFRS 4, the information
which enables the users of financial statements to eval-
uate the Group exposure to financial and insurance risks
and how these risks are managed is disclosed in the sec-
tion “Risk report” in the management report. It provides
a description of the principal risks to which the Group is
exposed and risk governance.

Further information regarding risk exposures are includ-
ed in the Notes.
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Segment reporting

Generali activities could be split in different lines of busi-

ness according to the products and services offered. In

particular, in accordance to IFRS 8, three main sectors of

activity have been defined::

— Non life segment, which includes insurance activities
performed in the non life business;

- Life segment, which includes insurance activities per-
formed in the life business;

— Holding and other business segment.

Life segment

Activities of Life segment include saving and protection
business, both individual and for family, as well as unit
linked products with investment purposes and complex
plans for multinationals.

Non life segment

Activities of Non life segment include both motor and
non-motor businesses, among which motor third party
liabilities, casualty, accident and health. It includes also
more sophisticated covers for commercial and industrial
risks and complex plans for multinationals.

Investment vehicles and entities supporting the activities
of life companies are also reported in this segment.

Holding and other business segment

This grouping is an heterogeneous pool of non insurance
assets and in particular it includes banking and asset
management activities, expenses regarding coordination
activities and interest expenses on the Group financial
debt, as well as other activities that the Group consid-
ers ancillary to the core insurance business. The hold-
ing expenses mainly include the holding and territorial
sub-holding direction expenses regarding coordination
activities, the expenses relating to the parent company
of stock option and stock grant plans as well interest ex-
penses on the Group financial debt.

Methods of disclosure presentation

According to IFRS 8, the disclosure regarding operating
segments of the Group is consistent with the evidence
reviewed periodically at the highest managerial level for
the purpose of making operational decisions about re-
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sources to be allocated to the segments and assessment
of results.

Assets, liabilities, income and expenses of each segment
are presented in the tables below, prepared as defined by
the ISVAP Regulation No. 7 of 13 July 2007 and subse-
quent amendments.

Segment data derives from a separate consolidation of
the amounts of subsidiaries and associated companies
in each business segment, eliminating of the effects of
transactions between companies belonging to the same
segment and eliminating the carrying amount of the in-
vestments in subsidiaries of the same segment. The
reporting and control process implemented by Genera-
li Group implies that assets, liabilities, income and ex-
penses of companies operating in different business
segments are allocated to each segment through spe-
cific segment reporting. Intra-group balances between
companies belonging to different business segments are
accounted for in the consolidation adjustments column
in order to reconcile segment information with consoli-
dated information.

In this context, Generali Group adopts a business ap-
proach on segment reporting, characterized by the fact
that some transactions between companies belonging to
different segments are eliminated within each segment.

The main impacts are explained below:

— the elimination in the non-life segment and holding
and other businesses segment of participations and
loans to companies of other segments, belonging to
the same country, as well as related income (dividends
and interests)

— the elimination in the non-life segment and holding and
other businesses segment of realized gains and losses
arising from intra-segment operations

— the elimination in the life segment of participations
and loans to companies of other segments, belong-
ing to the same country, as well the related income
(dividends and interests) if not backing technical re-
serves

— the elimination in the life segment of realized gains
and losses arising from intra-segment operations if not
backing technical reserves

Furthermore, loans and related interest expenses on
loans between Group companies belonging to different

segments are eliminated directly in each segment.

This approach allows to reduce consolidation adjust-
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ments, which in this view principally consist of invest-
ments and dividends received by life and non-life com-
panies from companies belonging to other segments,
intragroup financing and related interest income and
fee and commissions income and expenses on financial
services rendered or received by Group companies, still
allowing for an adequate performance presentation for
each segment.

As mentioned in previous sections of this document,
the new geographical structure of Generali Group, ful-
ly reflecting Group country managers’ responsibilities,
consists of business units operating in three principal
markets — Italy, France and Germany, and four regional
structures. The latter are further described below:

e CEE - Central and Eastern European countries mem-
bers of the EU

¢ International - consisting of EMEA, Americas, Asia,
Europ Assistance and Other companies;

¢ Investments, Asset & Wealth Management - which
includes the main Group entities operating in in-
vestment advisory, asset management and financial
planning.
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¢ Holding and other businesses — which includes the
Parent Company’s management and coordination
activities, including Group reinsurance, other finan-
cial holding companies and suppliers of internation-
al services not included in the previous geographic
areas.

The reporting by geographical area presented in this re-
port has been adapted to the above geographical struc-
ture of the Group.

In order to provide a management view of the key per-
formance indicators, the geographical reporting is dis-
closed as country’s or regional structure’s consolidated
view, instead of contribution to the Group’s results. The
elimination of transactions between Generali Group com-
panies in different geographic regions is included within
the cluster “Holding and other businesses”.

For more information on performance indicators used re-
fer to Management report.

Balance sheet and Income statement by segment are re-
ported in the following tables.
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Annex 1

Segment reporting - Balance sheet

(€ million)

NON-LIFE SEGMENT

LIFE SEGMENT

31/12/2017 31/12/2016

31/12/2017 31/12/2016

1 INTANGIBLE ASSETS 3,530 3,538 4,788 4,847
2 TANGIBLE ASSETS 1,791 2,091 841 1,029
3 AMOUNTS CEDED TO REINSURERS FROM INSURANCE PROVISIONS 3,215 2,704 1,079 1,229
4 INVESTMENTS 36,959 37,418 425,810 425,202
4.1 Land and buildings (investment properties) 3,749 3,683 8,245 8,250
4.2 Investments in subsidiaries, associated companies and joint ventures 1,778 1,494 4,120 3,944
4.3 Held to maturity investments 31 34 1,256 1,403
4.4 Loans and receivables 3,258 3,377 35,792 39,843
4.5 Available for sale financial assets 27,073 27,444 284,078 278,202
4.6 Financial assets at fair value through profit or loss 1,070 1,385 92,319 93,562
5 RECEIVABLES 5,856 5,671 5,429 5,818
6 OTHER ASSETS 4,004 4,200 25,531 10,691
6.1 Deferred acquisition costs 276 277 1,843 1,806
6.2 Other assets 3,728 3,923 23,688 8,886
7 CASH AND CASH EQUIVALENTS 2,352 2,159 3,656 4197
TOTAL ASSETS 57,707 57,782 467,134 453,012
1 SHAREHOLDERS' EQUITY

2 OTHER PROVISIONS 994 904 640 639
3 INSURANCE PROVISIONS 32,902 33,349 397,588 388,128
4 FINANCIAL LIABILITIES 9,524 8,880 20,898 30,233
4.1 Financial liabilities at fair value through profit or loss 316 365 8,626 19,120
4.2 Other financial liabilities 9,208 8,515 12,272 11,114
5 PAYABLES 4,056 3,401 5,482 5,272
6 OTHER LIABILITIES 5,033 4,072 19,967 6,761

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES
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HOLDING AND OTHER BUSINESSES CONSOLIDATION ADJUSTMENTS TOTAL

31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016

467 482 -1 -1 8,784 8,866

1,443 1,355 0 0 4,075 4,476

0 0 0 0 4,294 3,933

20,908 18,256 -12,444 -11,705 471,233 469,172

999 652 0 0 12,993 12,584

324 320 -5,050 -4,563 1,171 1,194

980 731 0 0 2,267 2,168

8,607 8,099 -7,394 -7,142 40,262 44178

9,491 8,287 0 0 320,641 313,933

508 167 0 0 93,897 95,114

399 310 -8 -9 11,676 11,790

724 592 -90 -70 30,170 15,414

0 0 0 0 2,119 2,083

724 592 -90 -70 28,051 13,331

1,345 1,841 -504 -664 6,849 7,533

25,286 22,837 -13,047 -12,448 537,080 521,184

26,177 25,668

428 375 -113 -113 1,950 1,804

0 0 0 0 430,489 421,477

15,493 16,067 -3,600 -3,765 42,316 51,416

0 7 -8 -8 8,935 19,484

15,493 16,060 S31682 -3,758 33,381 31,932

956 877 0 0 10,494 9,550

683 441 -30 -5 25,653 11,269

537,080 521,184
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Annex 2

Segment reporting - Income statement

(€ million)

NON-LIFE SEGMENT

LIFE SEGMENT

31/12/2017 31/12/2016

31/12/2017 31/12/2016

1.1 Net earned premiums 19,661 19,446 44,943 45,498
1.1.1 Gross earned premiums 20,701 20,489 45,662 46,244
1.1.2 Earned premiums ceded -1,040 -1,043 -719 -746

1.2 Fee and commission income and income from financial service activities 1 0 165 167

1.3 Net income from financial instruments at fair value through profit or loss 114 -29 5197 1,792

1.4 Income from subsidiaries, associated companies and joint ventures 89 110 206 215

:J.ripl)r;(r:;)ig()a from other financial instruments and land and buildings (investment 1,487 1693 13,064 12,721

1.6 Other income 1,505 1,122 1,594 1,749

1 TOTAL INCOME 22,857 22,341 65,169 62,143

2.1 Net insurance benefits and claims -12,804 -12,663 -52,945 -50,954
2.1.1 Claims paid and change in insurance provisions -13,874 -13,020 -53,500 -51,538
2.1.2 Reinsurers' share 1,071 357 556 584

2.2 Fee and commission expenses and expenses from financial service activities 0 0 -74 -85

2.3 Expenses from subsidiaries, associated companies and joint ventures -9 -9 -1 -13

ﬁhtggrﬁgsf:gggt?::r financial instruments and land and buildings 451 672 1,508 1,816

2.5Acquisition and administration costs -5,562 -5,390 -5,067 -5,079

2.60ther expenses -2,208 -1,776 -2,829 -1,705

2 TOTAL EXPENSES -21,034 -20,511 -62,425 -59,653

EARNINGS BEFORE TAXES 1,823 1,831 2,744 2,490
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HOLDING AND OTHER BUSINESSES CONSOLIDATION ADJUSTMENTS TOTAL
31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
0 0 0 0 64,604 64,944
0 0 0 0 66,363 66,733
0 0 0 0 -1,759 -1,789
1,420 1,228 -507 -436 1,080 959
14 20 0 0 5,326 1,784
24 22 -184 -215 135 131
444 489 -115 -120 14,880 14,782
388 330 -308 -284 3,180 2,916
2,291 2,089 -1,113 -1,055 89,204 85,518
0 0 0 0 -65,748 -63,616
0 0 0 0 -67,374 -64,558
0 0 0 0 1,626 942
-579 -551 45 25 -608 -611
-7 -25 0 4 -18 -43
-859 -960 34 46 -2,784 -3,403
-535 -479 296 250 -10,868 -10,698
-917 -983 461 432 -5,493 -4,032
-2,897 -2,998 837 758 -85,518 -82,403

-606 -909 -276 -298 3,686 3,115
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Information on consolidation area
and group companies

1. Consolidation area

Based on the IFRS 10, the Consolidated financial statements include the figures for both the Parent company and the
subsidiaries directly or indirectly controlled.

At 31 December 2017, the consolidation area decreased from 428 to 423 companies, of which 388 are subsidiaries
consolidated line by line and 35 associated companies valued at equity.

Changes in the consolidation area compared to the previous year and the table listing companies included in the con-
solidation area are attached to these Notes, in the Appendix related to the change in the consolidation area, compared
to 2016.

2. Disclosures on interests in other entities

2.1 Interests in Subsidiaries

Non-controlling-interests

A summary of the financial information relating to each subsidiary that have non-controlling interests material for the
Group is provided here below. The amounts disclosed are before inter-company eliminations (except for the item “Cu-
mulated non controlling interests of the subsidiary” and “profit or loss attributable to non-controlling interests” that are
disclosed from a consolidated perspective).
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Non-controlling interests
Principal place of business Banca Generali Group Generali China Life Insurance Co. Ltd
[taly China
(€ million) 31/12/2017 31/12/2016 31/12/2017 31/12/2016
BALANCE SHEET
Investments 7,655 7,162 6,686 7,567
Other assets 678 561 888 279
Cash and cash equivalents 804 789 94 43
TOTAL ASSETS 9,137 8,512 7113 7,889
Technical provisions - - 5,300 5,749
Financial liabilities 7,851 7,455 868 1,097
Other liabilities 541 400 376 324
Net Assets 745 656 570 720
TOTAL NET ASSETS AND LIABILITIES 9,137 8,512 7113 7,889
NET ASSETS ATTRIBUTABLE TO NON-CONTROLLING INTERESTS 357 312 285 361
INCOME STATEMENT
Net earned premiums - - 1,110 1,219
Fee and commission income 869 714 8 4
NET RESULT 406 286 51 64
OTHER COMPREHENSIVE INCOME 13 -13 -170 -138
TOTAL COMPREHENSIVE INCOME 419 273 -119 -74
IT'\(I)TTé\I;.E(;?_I;IIPREHENSIVE INCOME ATTRIBUTABLE TO NON-CONTROLLING 102 78 23 25
DIVIDENDS PAID TO NON-CONTROLLING INTERESTS 62 69 15 20
CASH FLOW
cash flow from operating activities 371 936 133 637
cash flow from investing activities -259 -319 95 -668
cash flow from financing activities -132 -137 -176 -112

Transactions with non controlling interests

No relevant transactions with minority shareholders occurred during 2017.

Significant restrictions

In relation to the Group’s interests in subsidiaries, no significant restrictions exist on the Group’s ability to access
or use its assets and settle its liabilities. For further details regarding restrictions on Group assets, please refer to
paragraph Contingent liabilities, commitments, guarantees, pledged assets and collaterals in Additional information
section.
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2.2 Interest in Associates
The Group has material interests into two associates that are accounted for according to the equity method.

Material Group associates

Company Deutsche Vermogensberatung Guotai Asset Manegement Company
Aktiengesellshaft DVAG

Guotai is one of the first professional fund

DVAG is the leading sales network for management companies in China. The

financial services in Germany and has an company manages mutual funds and several

Nature of the relationship with the Group exclusive distribution partnership with a Social Security Fund (SSF) portfolios adding
company held by Generali Deutschland up to approximately 60 billion of renmimbi

Group (approximately € 8 billion) value of assets

under management

Principal Place of business Germany China
Profit rights/voting rights held (if different) 30% / 40% 30%

The summarised financial information relating to the most material associates in which the Group has an interest
including the reconciliation with the related carrying amounts (including goodwill, where present) are provided here
below.

Summarised financial information - material associates

(€ million) Deutsche Vermogensberatung Guotai Asset Manegement Company
Aktiengesellshaft DVAG

31/12/2017(%) 31/12/2016(*) 31/12/2017 31/12/2016
INCOME STATEMENT
Revenues 1,350 1,314 169 150
Profit from continuing operations 19 186 58 55
Profit from discontinued operations after taxes - - - -
OTHER COMPREHENSIVE INCOME - - 3 -8
TOTAL COMPREHENSIVE INCOME 189 186 62 46
BALANCE SHEET
Current assets 385 993 260 231
Non-current assets 776 243 19 14
Current liabilities 333 355 47 43
Non-current liabilities 203 184 38 41
NET ASSETS 626 697 19 161

(*) The financial information are referred to the last approved financial statements by the Shareholders meeting of the associated company Deutchsche Vermogensberatung
Aktiengesellshaft DVAG
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(€ million) Deutsche Vermogensberatung Guotai Asset Manegement Company
Aktiengesellshaft DVAG
31/12/2017 31/12/2016 31/12/2017 31/12/2016
Carrying amount of interest in immaterial associates 234 264 145 151
Total comprehensive income attributable to the Group Bil 58 16 12
Dividends received during the year -52 -88 -6 -18
Carrying amount in investee at the end of the year 234 234 155 145

As part of the commercial relationships in the German
area with the distribution partner DVAG, we inform that
the current controlling shareholder hold a put option ex-
ercisable in respect of Generali Group.

At the reporting date no liability has been accounted for
because the put option refers to an associate and there-
fore it does not fall into the category of the options on
non-controlling interests referred to in par. 23 of IAS 32.

The potential outflow of resources will be defined by the
parties when and if the option is exercised on the basis
of the fair value measurement criteria of the option itself.

Furthermore, the Group holds interests in associates
which are not individually material that, as mentioned
above, are accounted for according to the equity meth-
od. The associates in which the Group has interest mainly
operate in the insurance and financial services industries.

For these associates aggregated summarised financial information are provided here below:

Summarized financial information - immaterial associates

(€ million) 31/12/2017 31/12/2016
Carrying amount of interests in immaterial associates 420 421
Aggregated Group's share of:
Profit from continuing operations 5 13
Profit from discontinued operations after taxes - -
Other comprehensive income 8 -1
Total comprehensive income 12 12

In relation to the Group’s interests in associates, no sig-
nificant contractual, legal or regulatory restrictions exist
on the Group’s ability to access or use its assets and
settle its liabilities. With respect to contingent liabilities,

please refer to paragraph Contingent liabilities, commit-
ments, guarantees, pledged assets and collaterals in Ad-
ditional information section.
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2.3 Joint ventures
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Here below please find the information on Group joint ventures:

Aggregated information on immaterial joint ventures

(€ million) 31/12/2016 31/12/2015
Carrying amount of interests in immaterial joint ventures 224 233
Aggregated Group's share of:
Aggregated Group's share of: 19 14
Profit from continuing operations - -
Profit from discontinued operations after taxes -12 8
Total comprehensive income 7 23

Significant restrictions

In relation to the Group’s interests in joint ventures, no
significant contractual, legal or regulatory restrictions ex-
ist on the Group’s ability to access or use its assets and
settle its liabilities, nor significant commitments exist. For
further details regarding restrictions on Group assets,
please refer to paragraph Contingent liabilities, commit-
ments, guarantees, pledged assets and collaterals in Ad-
ditional information section.

2.4 Unconsolidated Structured Entites

As of 31 December 2017, Generali Group holds no in-

terests in unconsolidated structured entities that expose

the Group to the variability of returns arising from their
performance.

However, please find below the following cases:

— Assicurazioni Generali stipulated a reinsurance con-
tract in 2014 with a vehicle which provided a coverage
of € 190 million on potential losses affecting Generali
Group from catastrophes arising from Europe wind-
storms over a three year period, ended in April 2017.

— Generali Group has entered into an agreement with
Horse Capital |, an Irish designated activity compa-
ny, to protect the aggregate motor third party liabili-
ty (MTPL) loss ratio of 12 of its subsidiaries that write
business in the 7 European countries in which Generali
has a relevant market share in motor business (ltaly,
Germany, France, Austria, Czeck Republic, Spain and
Switzerland). The Group transfers,by this protection,
part of the risk linked to unexpected fluctuations of the
MTPL loss ratio.

Generali pays a different premium every year depend-
ing on the subscribed tranche - being 4% on Class

A, 6,25% on Class B and 12% on Class C - on the
amount of cover provided corresponding to each
tranche amounting to € 85 million. The related cost is
presented within “The Earned premiums cede” line in
the statement of Profit or loss.

— Assicurazioni Generali has also stipulated a reinsur-
ance contract in the current year with Lion Il Re DAC,
an lrish special purpose company, which for a period
of four years will cover the possible catastrophic losses
suffered by the Generali Group following storms and
floods in Europe and earthquakes in Italy. The Lion Il
Re transaction transfers part of the risk to bond inves-
tors, thus optimizing the Group’s protection against
disasters. The positive outcome of the placement of
ILS debt securities on the capital market has made it
possible to guarantee the protection provided by Lion
Il Re DAC to Generali with an annual premium of 3%
for a total of € 200 million of reinsurance coverage. This
amount will be returned by Lion Il Re DAC to investors
if during the 4 years of operation of the transaction no
events occurred on the Generali Group, deriving re-
spectively from storms or floods in Europe or earth-
quake in ltaly, in excess of pre-established damage
thresholds each type of risk.

The aforementioned vehicles are not consolidated as the
Generali Group has no control over the entities and is not
exposed to the resulting variable returns.
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3 Investments in subsidiaries, associated companies and joint ventures

Investments in subsidiaries, associated companies and joint ventures

(€ million) 31/12/2017 31/12/2016
Investments in non-consolidated subsidiaries 127 146
Investments in associated companies valued at equity 810 800
Investments in joint ventures 224 233
Investments in other associated companies 9 15
Total 1,171 1,194
4 Goodwill
Goodwill
(€ million) 31/12/2017 31/12/2016
Gross book value as at 31 December previous year 6,664 6,661
Accumulated depreciation and impairment as at 31 December previous year 0 0
Carrying amount as at 31 December previous year 6,664 6,661
Changes in consolidation scope 0 0
Other variations 15 3
Gross book value as at the end of the period 6,679 6,664
Accumulated depreciation and impairment as at the end of the period 0 0
Carrying amount as at the end of the period 6,679 6,664

At 31 December 2017 Group’s goodwill amounted to € 6,679 million.
The table below details the goodwill by relevant companies:

Goodwill: details

(€ million) 31/12/2017 31/12/2016
Generali Deutschland Holding 2,179 2,179
Alleanza Assicurazioni 1,461 1,461
Generali Italia 1,332 1,332
Generali CEE Holding Group 625 594
Generali France Group 415 415
Generali Schweiz Holding AG 296 327
Generali Holding Vienna AG 153 153
Other 218 202
Total goodwill 6,679 6,664

The goodwill booked was subject to impairment tests as stated by IAS 36.

Cash generating units were established in accordance with the Group’s participation structure and considering the
IFRS 8 requirements relating to operating segments, which Assicurazioni Generali identified as Life and Non-Life.
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The table below shows the details of the Group’s goodwill by cash generating unit:

Goodwill by cash generating unit

(€ million) Life Non Life Total
Generali Deutschland Holding 562 1,617 2,179
Alleanza Assicurazioni 1,461 0 1,461
Generali Italia 640 692 1,332
Generali CEE Holding Group 402 223 625
Generali France Group 319 96 415
Generali Schweiz Holding AG 84 212 296
Generali Holding Vienna AG 76 77 153
Europ Assistance Group 0 97 97
Other 120
Goodwill 3,543 3,015 6,679

The cash generating units have been defined consistent-
ly with IAS 36; with regard to the measurement of the
recovery value, of the cash generating unit (CGU) of Gen-
erali ltalia, Alleanza Assicurazioni, Generali Deutschland
Holding, Generali CEE Holding Group, Generali Schweiz
Holding AG, Europ Assistance, Generali Holding Vienna
and Generali France the Dividend Discount Model (DDM)
has been used, as described in the basis of presentation
and accounting principles, for the determination of the
recovery value.
This method represents a variant of the method of cash
flows. In particular, the Excess Capital variant, defines
the entity’s economic value as the discounted dividend
maintaining an appropriate capital structure taking into
consideration the capital constraints imposed by the Su-
pervisor as the solvency margin. This method results in
the sum of discounted value of future dividends and the
cash generating unit terminal value.
The application of this criterion entailed in general the
following phases:
— explicit forecast of the future cash flows to be distrib-
uted to the shareholders in the planned time frame,

taking into account the limit due to the necessity of
maintaining an adequate capital level;

— calculation of the cash generating unit’s terminal value,
that was the foreseen value of the cash generating unit
at the end of the latest year planned.

The expected cash flows used in the analysis for each
CGU, were those detailed in the Strategic Plan 2018-
2020, presented to the Board of Directors in December
2017 and any significant subsequent events. In order
to extend the analysis horizon to a 5 years period, the
main economic and financial data were estimated for a
further two years (2021 and 2022). The net result (2021
and 2022) was calculated using a sustainable growth rate
for each CGU.



‘ Our Consolidated Non-Financial | Appendices to the Consolidated Financial
We, Generali ‘ performance | Risk Report ‘ Outlook ‘ Statement Management Report Statements ‘ 199 ‘
The table below shows the evaluation parameters used for the main CGU:
A) Nominal growth rate (g):
Goodwill: Nominal growth rate (g)
g
Generali Deutschland Holding 2.00%
Alleanza Assicurazioni 2.00%
Generali Italia 2.00%
Generali CEE Holding Group 2.50%
Generali France Group 2.00%
Generali Schweiz Holding AG 1.00%
Generali Holding Vienna AG 2.00%
Europ Assistance Group 2.00%
B) Cost of equity (Ke) of the company net of taxes:
Goodwill: cost of equity (Ke) net of taxes
ke

Generali Deutschland Holding

Life Companies 7.90%

Non Life Companies 6.90%
Alleanza Assicurazioni

Life Companies 9.00%
Generali Italia

Life Companies 9.00%

Non Life Companies 7.90%
Generali CEE Holding Group

Life Companies 9.10%

Non Life Companies 8.20%
Generali France Group

Life Companies 7.80%

Non Life Companies 6.80%
Generali Schweiz Holding AG

Life Companies 710%

Non Life Companies 6.00%
Generali Holding Vienna AG

Life Companies 7.60%

Non Life Companies 6.60%
Europ Assistance Group AG

Non Life Companies 8.20%
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The cost of equity (Ke) for each entity is extrapolated
based on the Capital Asset Pricing Model (CAPM) for-
mula.

In detail:

— the risk free rate was defined as the average value -
observed during the last three months of 2017 - of the
10-years government bond of the reference country of
operation of the CGU, on which the goodwill has been
allocated;

- the Beta coefficient was determined based on a ho-
mogeneous basket of securities of the non-life and life
insurance sectors, which was compared to market in-
dexes. The observation period was 5 years with weekly
frequency;

— the market risk premium amounts to 5.5% for all
Group’s CGUs.

All CGUs passed the impairment test, being their re-
coverable amounts higher than their carrying amounts.
Furthermore a sensitivity analysis was performed on the
results changing the cost of own capital of the company
(Ke) (+/-1%) and the perpetual growth rate of distribut-
able future cash flows (g) (+/-1%) and for Non-life seg-
ment also for the main non-financial assumptions. This
sensitivity, for Life segment, highlighted that for CGU
Generali Holding Vienna the correspondence between
the recoverable amount and the carrying amount is ob-
served with an increase of ke of 0.2%. In Non-life seg-
ment the sensitivities of both financial and non-financial
assumptions did not highlight any negative difference be-
tween the carrying amount and the recoverable amount.

5 Non-current assets or disposal
group classified as held for sale

With reference to policy of divestment of non-core and
not strategic assets set by Generali Group, please note
the following:

— Liechtenstein

During 2016 Generali Group has entered the agreements
for the sale of assets in Liechtenstein. The Group con-
siders this company as “non-current assets classifies as
held for sale”, presenting it separately from other items in
the balance sheet.

Please note that the assets held in Liechtenstein amount
to € 672 million, of which approximately € 630 million of
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investments, mainly unit-linked, while liabilities amount
to € 620 million, composed almost entirely from insur-
ance provisions.

— Guatemala

During 2017, the Group finalized the sale of insurance ac-
tivities held in Guatemala undertaken in 2016, following
the release of the necessary regulatory authorizations.
Therefore, the related investment and the related assets
and liabilities, profits and losses are no longer recorded
in the Group financial statements.

The consideration for the sale is € 21 million with a con-
sequent realized profit of € 10 million.

— Colombia

In July 2017, the Group reached an agreement for the
sale of assets in Colombia. It is expected that the dis-
posal will be finalized in the course of 2018, when the
necessary regulatory authorisation will be obtained. The
Group considers this company as “non-current assets
classifies as held for sale”, presenting it separately from
other items in the balance sheet.

Please note that the assets held in Colombia amount to €
83 million, of which approximately € 37 million of invest-
ments, while liabilities amount to € 58 million, of which €
43 million of insurance provisions.

— The Netherlands

On 13 September 2017, the Generali Group concluded an
agreement for the sale of its entire investment (98.56%)
in Generali Nederland N.V.

In particular, on 6 February 2018 the Group announced
the completion of the sale of its entire investment in the
Netherlands for a consideration of € 143 million.

In relation to the financial statements as of 31 December
2017, according with IFRS 5, Generali Nederland N.V.
was classified as disposal group held for sale. As a result,
this investment was not excluded from consolidation, but
both the total assets and liabilities and the related profit
or loss, net of tax effects, have been recorded separately
in the specific lines of the financial statements.

The comparative data of the comprehensive income
statement and the cash flow statement have been restat-
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ed. In line with this adjustment, also the tables related
to the statement of comprehensive income and the cash
flow statement have been restated.

Non current assets held for sale in The Netherlands: Assets
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The following tables show a condensed indication of the
balance sheet and income statement of discontinued op-
erations.

(€ million) 31/12/2017 31/12/2016
1 INTANGIBLE ASSETS 0 0
2 TANGIBLE ASSETS 22 16
3 INSURANCE PROVISIONS CEEDED 177 176
4 INVESTMENTS 3,612 3,630
5 RECEIVABLES 188 187
6 OTHER ASSETS 107 138
7 CASH AND CASH EQUIVALENTS 44 46
TOTAL ASSETS 4,150 4,192
Non current assets held for sale in The Netherlands: Liabilities
(€ million) 31/12/2017 31/12/2016
2 OTHER PROVISIONS 55 55
3 INSURANCE PROVISIONS 3,268 3,295
4 FINANCIAL LIABILITIES 4 4
5 PAYABLES 78 86
6 OTHER LIABILITIES 376 394
TOTAL LIABILITIES 3,782 3,835
Non current assets held for sale in The Netherlands: Condensed profit or loss
(€ million) 31/12/2017 31/12/2016
Revenues 497 467
Expenses -496 -461
Profit before tax of discontinued operations 1 6
Income taxes -29 0
Result of the year from discontinued operations -28 6

The comprehensive impact of this operation on Group
net income, allocated to the item result from discontin-
ued operations, amounted to € -258 million. The differ-
ence compared to the result of the year form discontin-
ued operation is due to the impairment recorded on the
investment.

With reference to the statement of cash flows, the above
information will not be considered for the purposes of
the cash flow for the year. In particular, with reference to
31 December 2017 these activities reduced cash for € 1
million (€ 19 million from operating activities, € -20 million
from investing activities).
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Finally, the following table shows the fair value hierarchy of assets and liabilities at fair value held by discontinued

operations at 31 December 2017.

(€ million) Level 1 Level 2 Level 3
Available for sale financial assets 2,338 198 4
Equities 0 0 2
Bonds 2,338 17 0
Investment fund units 0 181 0
Other assets available for sale 0 0 2
Financial assets at fair value through profit or loss 522 204 1
Equities 0 0 0
Bonds 0 0 0
Investment fund units 0 0 0
Derivatives 0 10 0
Hedging derivatives 0 0 0
Investments back to policies where the investment risk is borne by the
policyholders e LA L
Other assets at fair value through profit or loss 0 0 0
Total assets at fair value 2,860 402 5

- Ireland

In December, Generali ha salso signed an agreement for
the sale of its investment in Generali Pan Europe.

Pending the release of the necessary regulatory authori-
sation, in accordance with IFRS 5, Generali Pan Europe.
was classified as disposal group held for sale. As a result,
this investment was not excluded from consolidation, but
both the total assets and liabilities and the related profit
or loss, net of tax effects, have been recorded separately
in the specific lines of the financial statements.

Non current assets held for sale in Ireland: Assets

The comparative data of the comprehensive income
statement and the cash flow statement have been restat-
ed. In line with this adjustment, also the tables related
to the statement of comprehensive income and the cash
flow statement have been restated.

The following tables show a condensed indication of the
balance sheet and income statement of discontinued op-
erations.

(€ million) 31/12/2017 31/12/2016
1 INTANGIBLE ASSETS 12 10
2 TANGIBLE ASSETS 0 0
3 INSURANCE PROVISIONS CEEDED 1 11
4 INVESTMENTS 11,016 10,385
5 RECEIVABLES 6 5
6 OTHER ASSETS 160 152
7 CASH AND CASH EQUIVALENTS 36 23
TOTAL ASSETS 11,241 10,586
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Non current liabilities held for sale in Ireland: Liabilities

(€ million) 31/12/2017 31/12/2016
2 OTHER PROVISIONS 0 0
3 INSURANCE PROVISIONS 60 57
4 FINANCIAL LIABILITIES 10,925 10,297
5 PAYABLES 18 13
6 OTHER LIABILITIES 48 55
TOTAL LIABILITIES 11,050 10,422
(€ million) 31/12/2017 31/12/2016
Revenues 125 119
Expenses -81 -83
Profit before tax of discontinued operations 44 36
Income taxes -3 -2
Result of the year from discontinued operations 1M 34

With reference to the statement of cash flows, the above
information will not be considered for the purposes of the
cash flow for the year. In particular, with reference to 31 De-
cember 2017 these activities produced cash for € 13 million
(€ 532 million from operating activities, € -518 million from

investing activities and € -1 million from financing activities).

Finally, the following table shows the fair value hierarchy
of assets and liabilities at fair value held by discontinued
operations at 31 December 2017.

(€ million) Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or loss 2,992 7,951 60 11,003
Equities 0 0 0 0
Bonds 57 0 0 57
Investment fund units 23 0 0 23
Derivatives 1 0 0 11
Hedging derivatives 0 0 0 0
rg;s;rgjm l;e:)?llé ;ﬁoﬁggtr:;es where the investment risk is 2.902 7.951 60 10,913
Other assets at fair value through profit or loss 0 0 0 0
Total assets at fair value 2,992 7,951 60 11,003
Financial liabilities at fair value through profit or loss 10,925 0 0 10,925
E;n;r;zi?;:]isgiggasp::ieg:d to investment contracts issued 10,915 0 0 10,915
Derivatives 10 0 0 10
Hedging derivatives 0 0 0 0
Other financial liabilities 0 0 0 0
Total liabilities at fair value 10,925 0 0 10,925
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6 Related parties disclosure

With regard to transactions with related parties, the main
intra-group activities, conducted at market prices or at
cost, were undertaken through relations of insurance,
reinsurance and co-insurance, administration and man-
agement of securities and real estate assets, leasing,
loans and guarantees, IT and administrative services,
personnel secondment and claims settlement.

These services substantially aim at guaranteeing the
streamlining of operational functions, greater economies
in overall management, appropriate levels of service and
an exploitation of Group-wide synergies.

Related parties

Annual Integrated Report and Consolidated Financial Statements 2017

For further information regarding related parties transactions
- and in particular regarding the procedures adopted by the
Group to ensure that these transactions are performed in
accordance with the principles of transparency and sub-
stantive and procedural correctness - please refer to the
paragraph ‘Related Party Transaction Procedures’ included
in section ‘Internal control and risk management system’ of
the ‘Corporate governance and share ownership report’.

The most significant economic and financial transactions
with Group companies that are not included in the con-
solidation area and other related parties are listed below.

As shown in the table below, the impact of such transac-
tions, if compared on a Group basis, is not material.

(€ million) Subsidiaries with Associated Other related Total % on balance -
significant control companies parties sheet item

not consolidated
Loans 7 332 489 827 0.2%
Loans issued -7 -2 -102 -111 0.3%
Interest income 0 2 19 21 0.2%
Interest expense 0 0 -2 -2 0.2%

The subtotal other related parties includes the trans-
actions with Mediobanca Group regarding investment
bonds for € 489 million, and financial liabilities amounting
to € 102 million.

The subtotal associated companies includes loans to
Group companies valued with equity method for € 332
million, mostly related to real estate French companies .

With reference to the paragraph 18 of Related Party
Transactions Procedures adopted by the Board of Direc-
tors in November 2010 there were no (i) Operations of
major importance concluded during the reporting peri-
od (i) Related Party Transactions, concluded during the
reference period, which influenced the Group’s financial
statements or profit to a significant extent.



Our

performance | Risk Report ‘Outlook ‘

‘ We, Generali ‘

Investments

In the table below Group investments are split into the
four IAS categories, as reported on balance sheet, as
well as by nature (equity instruments, fixed income in-
struments, real estate instruments, other investments
and cash and similar instruments).

Given their short term investments nature, the reverse
repurchase agreements are reclassified within ‘cash and
similar instruments’. For the same reason repurchase
agreements are reclassified in the same item, as well.
Derivatives instruments are presented net of derivatives
held as financial liabilities, hedging derivatives are ex-

Consolidated Non-Financial
Statement

Consolidated Financial
Statements
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cluded, as they are presented within hedged item asset
classes.

Investments fund units (IFU) are allocated to respective
asset classes based on prevailing underling assets. IFU
are therefore allocated within the items equity instru-
ments, fixed income instruments, real estate instruments,
other investments and cash and similar instruments.

Comments on specific balance sheet items are present-
ed in the following paragraphs.

Investments
(€ million) 31/12/2017 31/12/2016
Total Book value Impact (%) Total Book value Impact (%)
Equity instruments 18,403 4.6% 17,701 4.5%
Available for sale financial assets 16,735 4.2% 15,942 4.0%
Financial assets at fair value through profit or loss 1,668 0.4% 1,758 0.4%
Fixed income instruments 347,834 87.1% 348,729 88.1%
Bonds 317,484 79.5% 317,427 80.2%
Other fixed income instruments 30,350 7.6% 31,302 7.9%
Held to maturity investments 2,267 0.6% 2,168 0.5%
Loans 36,543 9.2% 42,090 10.6%
Available for sale financial assets 301,264 75.5% 294,951 74.5%
Financial assets at fair value through profit or loss 7,759 1.9% 9,520 2.4%
Real estate investments 15,018 3.8% 14,489 3.7%
Other investments 4,487 1.1% 3,735 0.9%
Investments in subsidiaries, associated companies and joint ventures 1,171 0.3% 1,194 0.3%
Derivatives 1,043 0.3% 197 0.0%
Receivables from banks or customers 1,561 0.4% 1,703 0.4%
Other investments Al 0.2% 640 0.2%
Gash and similar instruments 13,390 3.4% 11,099 2.8%
Total 399,130 100.0% 395,752 100.0%
Investments back to unit and index-linked policies 75,372 78,317
Total investments 474,502 474,069
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7 Held to maturity investments

Held to maturity investments
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(€ million) 31/12/2017 31/12/2016
Quoted bonds 2,267 2,168
Other held to maturity investments 0 0
Total 2,267 2,168

The Group limits the use of this category only to high
quality quoted bonds that Group companies are able to
hold till maturity.

8 Loans and receivables

Loans and receivables

Debt securities in this category are almost entirely invest-
ment grade.

The fair value of the held to maturity investments amount-
ed to € 2,319 million.

(€ million) 31/12/2017 31/12/2016
Loans 38,701 42,475
Unquoted bonds 24,189 28,850
Deposits under reinsurance business accepted 766 782
Other loans and receivables 13,746 12,843
Mortgage loans 6,600 6,548
Policy loans 2,186 2,458
Term deposits with credit institutions 785 1,215
Other loans 4,175 2,622
Receivables from banks or customers 1,561 1,703
Receivables from banks 174 223
Receivables from customers 1,387 1,480
Total 40,262 44,178

This category mainly consisted of unquoted bonds and
mortgage loans, which represent 62.5% and 17.1% of
total loans, respectively. Debt securities, mainly of long-
term average, account for more than 92% represented
by fixed-rate securities.

The decline was mainly due to net sales made during the
year, in particular a decrease in debt securities was only
partially offset by reverse repurchase agreements whose
increase is the result of the hedging operations on fore-
ing exchange risk exposure carried out by some Group
entities.

The debt securities of this category are almost entirely in-
vestment grade and more than 60% of the class boasts a
rating greater or equal to A.

Receivables from banks or customers are mainly short-
term.

The fair value of total loans amounted to € 44,340 million,
of which € 27,842 million related to bonds.



‘ Our Consolidated Non-Financial | Appendices to the Consolidated Financial

We, Generali ‘ performance | Risk Report ‘ Outlook ‘ Statement Management Report Statements ‘ 207 ‘

9 Available for sale financial assets

Available for sale financial assets

(€ million) 31/12/2017 31/12/2016

Unquoted equities at cost 13 43

Equities at fair value 10,051 9,149
quoted 7,794 6,676
unquoted 2,256 2,473

Bonds 286,293 280,903
quoted 283,121 277,617
unquoted 3,172 3,287

Investment fund units 20,205 20,409

Other available for sale financial assets 4,080 3,429

Total 320,641 313,933

This category accounted for 67.6% of the total invest-
ments. The increase compared 31 December 2016 was
mainly attributable to net acquisition in the period, par-
ticularly of government bonds, only partially offset by the
decline in value of the bond securities and by the change
in perimeter.

The item Available for sale assets includes, in particu-
lar, 90.2% of total bonds with a rating higher or equal
to BBB, class assigned to the Italian government bonds.

As already mentioned, available for sale financial assets
are measured at fair value and unrealized gains and loss-
es on these assets are accounted for in shareholders’ eqg-
uity in an appropriate reserve. The amortized cost of the
available for sale financial assets amounted to € 290,581
million.

The table below shows unrealized gains and losses and
gains and losses recognized in profit or loss in the report-
ing period of available for sale financial assets:

Available for sale financial assets - unrealised gains and losses 31/12/2017

(€ million) Fair value Unrealized gains / Amortized cost
losses
Unquoted equities at cost 13 0 13
Equities at fair value 10,051 1,469 8,581
Bonds 286,293 26,810 259,483
Investment fund units 20,205 1,068 19,137
Other available for sale financial assets 4,080 713 3,367
Total 320,641 30,061 290,581
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Available for sale financial assets - unrealised gains and losses 31/12/2016

(€ million) Fair value Unrealized gains / losses Amortized cost
Unquoted equities at cost 43 0 43
Equities at fair value 9,149 1,335 7,814
Bonds 280,903 29,865 251,038
Investment fund units 20,409 1,053 19,356
Other available for sale financial assets 3,429 637 2,792
Total 313,933 32,891 281,043

Available for sale financial assets: gains and losses at profit or loss 31/12/2017

(€ million) Realized gains Realized losses Net impairment losses
Equities 448 -131 -71
Bonds 1,569 -247 -214
Investment fund units 349 -113 =93
Other available for sale financial assets 18 =5b =25
Total 2,385 -546 -402

Available for sale financial assets: gains and losses at profit or loss 31/12/2016

(€ million) Realized gains Realized losses Net impairment losses
Equities 541 -194 -457
Bonds 1,285 -156 -379
Investment fund units 232 -68 -192
Other available for sale financial assets 29 -6 -71
Total 2,088 -424 -1,099
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10 Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss

(€ million) Financial assets held for trading ~ Financial assets designated as at  Total financial assets at fair value
fair value through profit or loss through profit or loss
31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
Equities 1 6 87 51 88 57
Quoted 1 6 4 14 42 19
Unquoted 0 0 46 37 46 37
Bonds 50 38 4,685 5,467 4,735 5,505
Quoted 48 34 3,555 4,271 3,603 4,306
Unquoted 2 3 1,130 1,196 1,132 1,199
Investment fund units 0 2 11,294 9,109 11,294 9,111
Derivatives 1,910 1,444 0 0 1,910 1,444
Hedging derivatives 0 0 855 367 859 367
Investments back to policies where the
investment risk is borne by the policyholders 0 0 75,372 78,317 75,372 78,317
and back to pension funds
Other financial investments 0 0 144 314 144 314
Total 1,961 1,489 91,937 93,625 93,897 95,114

This category accounted for 19.8% of total investments.
In detail, these investments were mainly allocated in
the life segment (€ 92,319 million, which accounted for
98.3% of this category) whereas the residual part referred
to the non-life segment (€ 1,070 million which accounted
for 1.1% of this category) and in the financial segment (€
508 million, which accounted for 0.5% of this category).

Bond securities in this category belong to classes of rat-
ing greater than or equal to BBB.

The decrease compared to 31 December 2016 was
mainly due to change in perimeter, only partially offset
from the positive inflow of policies where the investment
risk is borne by the policyholders as well as from the pos-

itive trend of the financial market.

Assets covering contracts where the financial risk is borne by the policyholders

(€ million) Policies where the investment Pension funds Total
risk is borne by the policyholders

31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
Assets 73,643 76,614 1,729 1,703 75,372 78,317
Total assets 73,643 76,614 1,729 1,703 75,372 78,317
Financial liabilities 6,094 16,220 1,266 1,184 7,360 17,404
Insurance provisions (*) 67,994 60,616 0 40 67,994 60,657
Total liabilities 74,088 76,837 1,266 1,224 75,354 78,061

(*) Insurance provisions are net of amounts ceded to reinsurers from insurance provisions.

The item ‘Financial liabilities’ decreased compared to 31 December 2016 due to the change in perimeter.
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11 Land and buildings
(investment properties)

The table below shows the main changes in land and
buildings (investment properties) in the reporting period,
i.e. those held to earn rentals or capital appreciation or
both, and their fair value:

Investment properties

(€ million) 31/12/2017 31/12/2016
Gross book value as at 31 December previous year 15,074 14,366
Accumulated depreciation and impairment as at 31 December previous year -2,490 -2,254
Carrying amount as at 31 December previous year 12,584 12,112
Foreign currency translation effects -94 -16
Acquisition of the period 613 426
Capitalized expenses 81 57
Changes in consolidation scope 33 261
Reclassifications 233 163
Sales of the period -300 -292
Depreciation of the period -184 -173
Impairment loss of the period -27 -46
Reversal of impairment of the period 54 93
Carrying amount as at the end of the period 12,993 12,584
Accumulated depreciation and impairment as at the end of the period 2,516 2,490
Gross book value as at the end of the period 15,509 15,074
Fair value 19,763 18,522
Il fair value of land and buildings (investment properties)
at the end of the reporting period is mainly based on ex-
ternal appraisals.
12 Cash and cash equivalents
Cash and cash equivalents
(€ million) 31/12/2017 31/12/2016
Cash and cash equivalents 113 649
Cash and balances with central banks 593 606
Cash at bank and short-term securities 6,143 6,279
Total 6,849 7,533
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Details on investments

Bonds

Group’s exposures to bonds - detailed by rating and maturity - are reported at book value in the following tables:

Bonds: breakdown by rating

(€ million) Avalaible for sale  Financial assets  Held to maturity Loans Total
fin. assets at fair value investments

through profit
AAA 20,051 323 45 6,174 26,594
AA 68,597 462 292 5,549 74,899
A 55,048 841 707 3,561 60,156
BBB 131,386 2,456 1,120 7,827 142,789
Non investment grade 10,490 559 99 566 11,715
Not Rated 720 94 5 512 1,330
Total 286,293 4,735 2,267 24,189 317,484

Bonds: breakdown by maturity
(€ million) Available for sale  Financial assets  Held to maturity Loans Total
financial assets at fair value investments

through profit

or loss
Until 1 year 7,769 411 203 2,249 10,632
From 1 to 5 years 61,497 11,258 823 6,198 69,751
From 5 to 10 years 86,780 646 876 6,154 94,456
More than 10 years 128,539 2,400 365 9,540 140,844
Perpetual 1,709 45 0 48 1,801
Total 286,293 4,735 2,267 24,189 317,484

The incidence of maturities of debt securities by asset
classes remains substantially in line with that of the pre-
vious year.

Bond investments totalled € 317,484 million at the end
of the period. The portfolio was composed for € 180,905
million by government bonds, while corporate bonds
amounted to € 136,579 million.
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Group’s exposures to government bonds, detailed by
country of risk and rating, are reported at book value in
the following tables:

Government bonds: breakdown by country
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(€ million) 31/12/2017
Total book value Impact (%)
Government bonds 180,905
I[taly 64,250 35.5%
France 35,364 19.5%
Germany 4,880 2.7%
Central and Eastern Europe 19,950 11.0%
Rest of Europe 37,677 20.8%
Spain 15,172 8.4%
Austria 4,646 2.6%
Belgium 9,371 5.2%
Others 8,487 4.7%
Rest of world 4,667 2.6%
Supranational 14,117 7.8%
The government bonds portfolio amounted to € 180,905
million at the end of the period, with the 57.7% of the
portfolio represented by Italian, French and German debt
instruments. The exposure to individual sovereign bonds
is mainly allocated to their respective countries of oper-
ation.
Governemnt bonds: breakdown by rating
(€ million) 31/12/2017 31/12/2016
Total book value Impact (%) Total book value Impact (%)
Government bonds 180,905 174,364
AAA 13,238 7.3% 17,471 10.0%
AA 59,632 33.0% 54,372 31.2%
A 21,130 1.7% 15,651 9.0%
BBB 85,267 471% 84,794 48.6%
Not investment grade 1,521 0.8% 2,016 1.2%
Not rated 117 0.1% 60 0.0%

In terms of exposure to different rating classes, the Class
AAA credit rating includes German and some suprana-
tional issuances. Class AA includes French, Belgian and
Austrian government bonds while the class BBB mainly
includes Italian and Spanish bonds.
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Group’s exposures to investments in corporate bonds,
detailed by sector and rating, are reported at book value
in the following tables:

Corporate bonds: breakdown by sector

(€ million) 31/12/2017

Total book value Impact (%)
Corporate bonds 136,579
Financial 33,561 24.6%
Covered Bonds 24,354 17.8%
Utilities 21,022 15.4%
Industrial 11,437 8.4%
Consumer 12,927 9.5%
Telecommunication services 8,507 6.2%
Energy 6,059 4.4%
Other 18,712 13.7%

Corporate bonds: breakdown by rating

(€ million) 31/12/2017 31/12/2016

Total book value Impact (%) Total book value Impact (%)
Corporate bonds 136,579 143,063
AAA 13,357 9.8% 14,832 10.4%
AA 15,266 11.2% 15,831 11.1%
A 39,026 28.6% 41,459 29.0%
BBB 57,523 42.1% 56,835 39.7%
Non investment grade 10,194 7.5% 12,295 8.6%
Not Rated 1,213 0.9% 1,810 1.3%

The investments in corporate bonds totalled € 136,579
million at the end of the period. The portfolio was com-
posed for 57.6% by non-financial corporate bonds and
for 42.4% by financial corporate bonds.
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Equities
Group’s exposures to investments in equities, detailed by
sector and country of risk, are reported at fair value in the

following tables:

Equity investments: breakdown by sector

(€ million) 31/12/2017

Total fair value Impact (%)
Equity instruments 18,403
Financial 3,391 18.4%
Consumer 1,316 7.2%
Utilities 1,442 7.8%
Industrial 1,013 5.5%
Other 2,989 16.2%
Alternative investments 4,243 23.1%
Asset allocation funds 4,009 21.8%
Direct equity investments: breakdown by country of risk

(€ million) 31/12/2017

Total fair value Impact (%)
Direct equity investments 10,151

Italy 1,818 17.9%
France 2,985 29.4%
Germany 1,594 15.7%
Central and Eastern Europe 324 3.2%
Rest of Europe 2,493 24.6%
Spain 342 3.4%
Austria 184 1.8%
Switzerland 138 1.4%
The Netherlands 651 6.4%
United Kingdom 247 2.4%
Others 931 9.2%
Rest of world 937 9.2%
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Real estate investments
Group’s exposures to direct real estate investments, de-
tailed by country of location, is reported at fair values in
the following table:
Direct real estate investments: breakdown by country of location
(€ million) 31/12/2017 31/12/2017
Investment properties Self-used real estates
Total fair value Impact (%) Total fair value Impact (%)
Direct Real-estate investments 19,763 3,304
Italy 5,378 27.2% 1,674 50.7%
France 6,225 31.5% 358 10.8%
Germany 3,199 16.2% 834 25.2%
Central and Eastern Europe 602 3.0% 78 2.4%
Rest of Europe 4117 20.8% 244 7.4%
Spain 742 3.8% 85 2.6%
Austria 1,530 7.7% 130 3.9%
Switzerland 1,117 5.7% 4 0.1%
Others 728 3.7% 25 0.8%
Rest of world 242 1.2% 116 3.5%

Further information on reclassified
financial instruments

As of 1st January 2009 the Group transferred to the loans
and receivables category € 14,658 million of corporate
bonds, according to the IAS 39 reclassification option. At
31 December 2017, after sales and pay backs made up
till the balance sheet date, the stock of these reclassified
financial instruments amounted to € 1,238 million.

Given the limited amount of the reclassified financial as-
sets - equal to 0.3% of the Group’s total investments -
and the consequent lack of materiality of the information
in terms of impact on the Group’s income statement and
equity, the Group does not provide the detailed table and
the related Annex published up to the financial state-
ments as at 31 December 2016.

Assets transferred that do not qualify
for derecognition

Generali Group in the context of its business activities
enters into securities lending transactions (REPO e Re-
verse REPO). In general, if the Group retains substantially
all risks and rewards of the financial assets underlying

these transactions, the Group continues to recognise the
underlying assets.

For REPO contracts, the Group continues to recognise
in its financial statements the underlying financial asset
as the risks and benefits are retained by the Group. The
consideration received upon ale is recognised as a lia-
bility.

As far as Reverse REPO transactions are concerned, if
all the underlying risks and rewards are retained by the
counterparty for the entire life of the transaction, the re-
lated financial asset is not recognised as an asset in the
Group’s financial statements. The consideration paid is
accounted for within the loans and receivable category.

Finally, the Group is committed in a variety of transactions
in which some financial assets are pledged as collateral
but they are still recognised in the financial statements
because all risks and rewards are retained by the Group.

At 31 December 2017, the Group has retained substan-
tially all risks and rewards arising from the ownership of
the transferred assets and there are no transfers of fi-
nancial assets which have been completely or partially
derecognised on which the Group continues to control.
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In particular, the Group continues to recognise approxi-
mately € 10,700 million of financial assets linked to var-
ious contracts such as, securities lending transactions,
mainly in France for € 5,447 million, repurchase agree-
ments for € 1,981 and assets pledged as collateral for €
3,221 million (please refer to the paragraph Contingent
liabilities, commitments, guarantees, pledged assets and
collaterals in section Additional Information).

Derivative financial instruments

The Group’s exposure to derivative instruments is mainly
associated with economic hedging transactions of finan-
cial assets or liabilities, in line with strategies aiming at
mitigating financial and currency risks. The total exposure
amounts to € 823 million for a corresponding notion-
al amount of € 36,628 million. The notional exposure is
presented in absolute amounts, including positions with
both positive and negative balances, and it arises for an
amount of € 7,421 million from instruments for which a
hedge accounting relationship has been formally desig-
nated, in accordance with the international accounting
standard IAS 39. The remaining notional amount is attrib-
utable to derivative instruments for which, notwithstand-
ing their purpose as economic hedging instruments, a
formal hedge accounting relationship has not been ac-
tivated.

Derivative instruments designated for hedge
accounting

The exposure in terms of amounts recognised in the fi-
nancial statements amounts to € -221 million.

— Fair value hedge

Fair value hedging relationships mainly relate to mac-
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ro-hedging strategies implemented in Life portfolios of
subsidiaries operating in Central-Eastern Europe, with
particular reference to risks arising from fluctuations in
interest rates and foreign exchange rates.

— Cash flow hedge

The cash flow hedging relationships mainly relate to cross
currency swaps hedging subordinated liabilities issued
by the Group in British pound and to micro-hedge and re-
investment risk reduction operations in the life portfolios.

— Hedge of net investment in foreign operations

The Group continued the hedging strategy aimed at neu-
tralising risks arising from foreign exchange fluctuations
of its subsidiaries whose functional currency is the Swiss
franc and Czech crowns.

Other derivative instruments

The recognised amounts in the financial statements for
these exposures at 31 December 2017 amounted to €
1,043 million for a corresponding notional amount of €
29,207 million, which mainly relates to over-the-count-
er positions. The exposure is mainly associated with
operations relating to interest rates hedges and foreign
exchange rates hedges, with particular reference to the
US dollar. Furthermore during the year the Group has re-
newed the macro hedge strategy aimed at protecting the
capital from the risk of a significant reduction in share
prices.

In general, in order to mitigate the credit risk arising from
over-the-counter transactions, the Group collateralises
most of them. Furthermore, a list of selected authorised
counterparties is identified for the opening of new deriv-
ative transactions.
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Below the detail on exposures in derivatives instruments
designated as hedge accounting and other derivative in-
struments.
Details on exposure in derivative instruments
(€ million) Maturity distribution by nominal amount Total notional Positive fair ~ Negative fair ~ Net fair value
Within 1 year Between1  More than 5 value value
and 5 years years
Total equity/index contracts 1,443 821 0 2,264 99 -1 99
Total interest rate contracts 1,072 4,799 8,852 14,723 1,313 -645 668
Total foreign exchange contracts 17,295 1,073 1,273 19,641 853 -797 56
Total 19,809 6,693 10,125 36,628 2,265 -1,443 823

Sensitivity analysis to market and credit
risks

The Generali Group makes its own analysis of sensitivity
to market and credit risks following the logic of Solvency
IIl. For further information and the relevant numerical evi-
dence please refer to the Risk Report in the Management
Report.
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Insurance and investment contracts

13 Insurance provisions

Insurance provisions

(€ million) Direct insurance Accepted reinsurance Total
31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
Non-life insurance provisions 31,279 31,676 1,623 1,673 32,902 33,349
Provisions for unearned premiums 5,082 5132 210 228 5,292 5,360
Provisions for outstanding claims 25,900 26,074 1,406 1,437 27,305 27,511
Other insurance provisions 297 471 7 8 304 478
of which provisions for liability adequacy test 0 0 0 0 0 0
Life insurance provisions 395,783 386,202 1,805 1,926 397,588 388,128
Provisions for outstanding claims 5,897 5,740 1,085 1,139 6,982 6,879
Mathematical provisions 278,521 274,077 577 636 279,097 274,713
Provisions for policies where the investment risk
is borne by the policyholders and provisions for 67,989 60,790 8 9 67,997 60,799
pension funds
Other insurance provisions 43,376 45,595 135 142 43,511 45,737
of which provisions for liability adequacy test 842 1,289 0 0 842 1,289
of which deferred policyholder liabilities 21,231 23,882 0 0 21,231 23,882
Total 427,062 417,878 3,428 3,599 430,489 421,477

In the Non-life segment insurance provisions slightly de-
creased (-1.3% compared to 31 December 2016).

In the Life segment insurance provisions increase by
2.4%, mainly attributable to the financial revaluation of
the period and to inflows deriving from linked products.

The overall total of other life insurance provisions in-
cluded both the provision for profit sharing and premi-

um refunds, which amounts to € 6,762 million (€ 6,799
million in 2016) and the ageing provisions for life seg-
ment, which amount to € 13,784 million (€ 12,960 mil-
lion in 2016).

As part of the technical provisions of the life segment,
subject to liability adequacy test, are also included the
reservations made in accordance with applicable locally
regulations related to the risk of interest rates change.
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14 Amounts ceded to reinsurers from insurance provisions

Insurance provisions ceded to reinsurers

(€ million) Direct insurance Accepted reinsurance Total
31/12/2017  31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
Non-life amounts ceded to reinsurers from insurance provisions 2,113 1,897 1,102 808 3,215 2,704
Life amounts ceded to reinsurers from insurance provisions 469 484 610 745 1,079 1,229
Provisions for policies where the investment risk is borne 3 4 0 138 & 142
by the policyholders and provisions for pension funds 3 4 0 138 8 142
Mathematical provisions and other insurance provisions 466 480 610 607 1,076 1,087
Total 2,582 2,381 1,713 1,552 4,294 3,933

15 Deferred acquisition costs

Deferred acquisition costs

(€ million) Segment Life Segment Non Life Total
31/12/2017 31/12/2016 31/12/2017 31/12/2016 31/12/2017 31/12/2016
Carrying amount as at 31 December previous year 1,806 1,722 277 278 2,083 2,000
Acquisition costs deferred 342 388 47 53 389 441
Changes in consolidation scope 0 0 0 0 0 0
Amortization of the period -305 -304 -50 -54 -355 -358
Other movements 0 0 2 0 2 0
Carrying amount as at 31 December current year 1,843 1,806 276 277 2,119 2,083

The deferred acquisition costs amounted to € 2,119 mil-
lion, slightly increased compared to the previous year.
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Details on insurance and investment contracts

Insurance provisions and financial liabilities related to policies of the life segment

Insurance provisions and financial liabilities related to the life segment

(€ million) Net amount
31/12/2017
Insurance contracts 209,570
Investment contracts with discretionary participation feature 150,930
Total insurance provisions 360,499
Investments contracts fair valued 7,454
Investments contracts at amortised cost 5,928
Total financial liabilities 13,382
Total 373,881

Total insurance provisions, net of reinsurance, include
the mathematical provisions and provisions for policies
where the investment risk is borne by policyholders and
for pension funds (which amounted to € 278,740 million
and € 67,994 million respectively), and net ageing pro-
visions for life segment, which amounted to € 13,766
million (accounted for in other insurance provisions of
the life segment). In the Life portfolio the policies with

Mathematical provisions and ageing for life segment

significant insurance risk amounted to 56.0% (57.6% at
31 December 2016), whereas investment contracts with
discretionary participation feature amounted to 40.4%
(36.2% at 31 December 2016).

The investment contracts contribute 3.6% to Life portfo-
lio and the 56% consist of unit/index linked policies with-
out significant insurance risk.

(€ million) Gross direct amount

31/12/2017 31/12/2016
Carrying amount as at 31 December previous year 287,034 275,338
Foreign curreny translation effects -761 -258
Premiums and payments -1,517 2,916
Interests and bonuses credited to policyholders 9,843 9,843
Transfer to Non-current assets or disposal group classified as held for sale -1,804 -102
Acquisitions, disinvestments and other movements -492 -702
Carrying amount as at the end of the period 292,303 287,034

The increase in mathematical provisions and ageing for
life segment shows the financial revaluation of the peri-
od, which more than offsets the diminutive effect deriving
from the change in premiums and payments that follows
the development of net inflow.
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Provisions for policies where the investment risk is borne by policyholders and for pension funds
(€ million) Gross direct amount

31/12/2017 31/12/2016
Carrying amount as at 31 December previous year 60,790 57,783
Foreign curreny translation effects -608 109
Premiums and claims 4,513 1,741
Interests and bonuses credited to policyholders 4,045 1,688
Acquisitions, disinvestments and other 403 -86
Transfer to Non-current assets or disposal group classified as held for sale -1,154 -443
Carrying amount as at the end of the period 67,989 60,790

The development of provisions for policies where the in-
vestment risk is borne by policyholders and for pension
funds highlights the trend of net inflow, and the devel-
opment in the value of assets backing unit/index linked
policies, due to financial market movements.

The item ‘Transfer to Non-current assets or disposal

group classified as held for sale’ includes the technical
reserves of the Netherlands and Lichtenstein, companies
held for sale.

Group’s financial guarantee of life insurance provisions
and financial liabilities of gross direct insurance is report-
ed in the following table.

Life insurance provisions and financial liabilities: financial guarantees

(€ million) Gross direct insurance

31/12/2017 31/12/2016
Liabilities with guaranteed interest (*) 283,464 278,448
lesser than 1% 102,090 89,712
between 1% and 3% 113,774 115,835
between 3% and 4% 43,544 46,208
more than 4% 24,057 26,693
Provisions without guaranteed interest 81,786 84,251
Provisions matched by specific assets 8,423 8,059
Total 373,674 370,758

(*) The upper bound of each range is excluded

The total insurance provisions include the gross direct
amount of mathematical provisions, which amount to
€ 278,521 million (€274,077 million at 31 December
2016), the provisions for policies where the investment
risk is borne by the policyholders and for pension
fund, which amount to € 67,989 million (€ 60,790 mil-
lion at 31 December 2016), the ageing provision for life
segment, which amount to € 13,782 million (€ 12,957
million at 31 December 2016), and financial liabilities
related to investment contacts, which amount to €
13,382 million (€ 22,934 million at 31 December 2016).
It should be noted that the significant decline in finan-
cial liabilities from investment contracts is mainly at-
tributable to the classification, in application of IFRS5,

of the Irish companies being classified as held for sale.

The table above shows a shift of the exposures towards
‘less than 1%’ guarantee classes, due to the inflow of
new business with a guarantee of less than or equal to
zero. With reference to liabilities without guaranteed in-
terest, it should be noted that the 2016 amount includes
€ 10,600 million for the contribution deriving from the
Irish and Dutch companies, classified in 2017 as held
for sale. Normalizing this effect, liabilities without guar-
anteed interest, which amounted to € 81,786 million in
2017, show an increase compared to the previous year (€
73,651 million at December 31, 2016 on a like-for-like ba-
sis), driven by the increase in new unit-linked production.
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The table below shows the amount of the life gross direct
insurance provisions broken down by expected contrac-
tual residual duration.
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Life insurance provisions and financial liabilities related to investment contracts: contractual term to maturity

(€ million) Gross direct insurance
31/12/2017
Upto 1 year Silf535
Between 1 and 5 years 79,879
Between 5 and 10 years 59,960
Between 11 and 20 years 85,933
More than 20 years 116,366
Total 373,674
Deferred policyholders liabilities
(€ million) 31/12/2017 31/12/2016
Carrying amount as at the beginning of the period 23,882 22,642
Foreign currency translation effects -31 6
Change of the period -2,620 1,234
Acquisitions and disinvestments 0 0
Carrying amount as at the end of the period 21,231 23,882
Deferred policyholders liabilities recorded a decrease
which mainly reflects the trend of the policyholders’ share
recognized on the fair value of the investment available for
sale, with particular reference to the bonds component.
Provisions for outstanding claims
Provisions for outstanding claims
(€ million) Gross direct insurance
31/12/2017 31/12/2016
Motor 11,798 11,893
Non motor 14,101 14,180
Personal and commercial lines 11,416 11,461
Accident/Health (*) 2,685 2,720
Total 25,900 26,074

(*) Life segment includes health insurance with life features

With reference to the gross direct claims provisions
45.6% was referred to the motor business in line with
the prior year (45.6%). In the non-motor business, the
personal and commercial lines weighted 81%.

With reference to non-life segment, the table below shows
the amount of gross direct claims and unearned premiums
reserves split by remaining maturity. The total liability is
broken down by remaining duration in proportion to the
cash flows ex