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We invest in winners. This means we invest
in strong companies that create value for
their shareholders with sustainable business
models, solid balance sheets and high mar-
gins. We keep the risks low and invest when
our position is fuelled by a positive event. We
refer to that as the combination of value and
event.

Allianz SE Bond 2016 (22/und.)

The company Allianz was established in the
year 1890. At present, with around 128 mil-
lion private and corporate customers, it is one
of the worldwide leading insurers and asset
managers. Insurance customers of Allianz use
a wide spectrum of property, life and medical
insurance products including assistance ser-
vices and credit insurance right up to indus-
trial insurance. Moreover, Allianz is one of the
largest investors worldwide, and takes care,
on behalf of its insurance customers, of an
investment portfolio of approx. 800 billion
Euros. It manages an additional 1.9 trillion
Euros via Pimco and Allianz Global Investors
for third parties. Allianz is expecting a busi-
ness volume of more than 180 billion Euros
and an operating result of at least 17 billion
Euros for fiscal 2025. The stability of the
Group is reflected in a strong rating by Stand-
ard & Poor’s (AA), a high solvency ratio
(209%) and a very solid equity capitalization
(60 billion Euros).

This steered our interest towards a bond,
which was issued by Allianz SE, the holding
company, which is assigned directly and indi-
rectly to various subsidiary companies, on 7
September 2016 for an amount of 1.5 billion
USD. The bond issue, defined as tier 2 capital
subordinated bond issue does not have any
fixed duration and is “perpetual” in nature.
With effect from 7 March 2022, Allianz is au-
thorised to terminate the bond at any time by

making complete repayment at the nominal
value of 100%. Over and above this, it can
acquire the bond from the free market or any
other source at any price. Each bond issue,
earns 3.875% p.a. based on its nominal
amount. The interest amounts are due at the
end of the periods on 7 March and 7 Septem-
ber. A reduction in the nominal value or a
coupon default is excluded under prospectus
law should Allianz suffer a loss-making year.
The bond has come under considerable stress
with the considerable rise in interest rates in
the USA in the years 2022 and 2023. It hit a
low of 60% of its face value. We purchased
them at an average price of 65%. The rate at
present is 69%. Thus, the current annual rate
of interest is almost 6%. If the reduction in
the US rate of interest persist, Allianz could
use the weakness for partial buyback of the
bonds, in order to collect the difference to
the nominal value as hard core capital. More-
over, with falling interest rates, the likeli-
hood of complete repayment at the nominal
value rises (“Call for Redemption*), because
the issuer would rather repay the bond prem-
aturely if the current market spreads enable
refinancing at lower costs as those of the
coupon of the existing bond. The latest call
measures of Allianz show a completely proac-
tive approach to the termination of subordi-
nated liabilities. For us, this is a free option
in addition to the attractive on-going interest
payments.
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