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KEY FIGURES AT A GLANCE

WURTTLEBEN — GROUP (IN ACCORDANCE WITH IFRS)

2008 2007
Consolidated Balance Sheet

Assets in € million 26 030.8 27 472.6
Technical Provisions in € million 25286.7 262733
Consolidated Income Statement

Gross premiums written in € million 22437 23287
Investment result, excluding investments for the account

and risk of life-insurance policyholders in € million 387.2 1079.6
Claims (gross) to customers in € million 21978 3130.3
Gross underwriting expenses in € million 307.1 298.7
Consolidated profit for the year in € million 12.9 213
Earnings per share in€ 1.05 1.74
Other figures

Annual Premium Equivalent (APE) in € million 216.5 2216
Insurance portfolio — direct —

Annual premium income for one year in € million 1916.7 1979.9
Number of contracts 2979934 3084129
Administration cost ratio in % 31 31
Acquisition cost ratio in% 6.1 6.1
Employees of the WiirttLeben Group* 1033 1340
WiirttLeben share

Dividend per share? in€ 1.00 1.65
Amount paid out in € million 12.22 20.1
Share price at year end in€ 17 27
Market Capitalization at year end in € million 207 329
Return on equity (ROE) after tax in % 10.4 14.1

1 Average number of employees over year.
2 Subject to shareholders’ approval of the proposed allocation of profit at the Annual General Meeting.
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WURTTEMBERGISCHE LEBENSVERSICHERUNG AG —
THE ROCK IN THE WAVES

Originating in 1833 as , Allgemeine Rentenanstalt zu Stuttgart” (ARA),
Wiurttembergische Lebensversicherung AG was the first company in
Germany to engage in pension insurance business. Today, 175 years later,
Wurttembergische Lebensversicherung AG offers tailor-made insurance con-
cepts based on its wide range of classic and unit-linked life and pension in-
surance as well as ,Riester” and basic pension products, educational and
occupational disability insurance, and the ARA products for company pen-

sion schemes.

In 2005, Wurttembergische Lebensversicherung AG acquired a majority
shareholding in Karlsruher Lebensversicherung AG and, since then, has inte-
grated it completely. Thanks to a carefully conceived set of products and
high-quality service, Wurttembergische Lebensversicherung AG, as the ,Rock
in the Waves” has grown to become one of the eight largest life insurance

companies in Germany.

Wiurttembergische Lebensversicherung AG is one of a group of companies
that includes Wurttembergische Versicherung AG, Wurttembergische
Krankenversicherung AG, ARA Pensionskasse AG and Karlsruher Lebensver-
sicherung AG (formerly Karlsruher Hinterbliebenenkasse) and forms the
Wirttembergische Insurance Group. The latter has been part of Wistenrot
& Wiurttembergische, the specialist in provision for the future, since 1999.
From its overall range of products as an insurer and building society,
Waustenrot & Wirttembergische can put together a personalized package of
provisions that is matched to each customer’s needs and can be composed
of asset building, housing and financial security aspects as well as protection
against risks. The Wurttembergische therefore sees its range of insurance
products as a component of tailor-made all-round provision for the future,

thus combining tradition and orientation to the future.
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GENERAL ECONOMIC
CONDITIONS

Overall economic environment

In 2008, the German economy experienced only moderate
growth. According to the initial calculations of the federal
office of statistics, the gross domestic product, after
correction for prices, was 1.3% above the preceding year.
In 2007, it had grown by 2.5%. One of the main reasons for
this drop in economic activity was the global financial
crisis with its massive effects on all players in the national
economy.
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The investment volume, that had seen very high levels of
growth at the beginning of the year, diminished towards
the end of the year. The hope still cherished at the begin-
ning of the year that demand from private consumers
would shoot up in 2008 was also disappointed. Unexpect-
edly high inflation rates due to the rapid increase in ener-
gy prices by the middle of the year ensured that the real
disposable income of households hardly increased at all in
spite of above-average wage rises. Finally, the previously
most dynamic growth area of the economy, namely
export business, suffered increasingly under the strong
euro and especially under the diminishing demand from
important countries.

Development of the industry

Last year, the German insurance industry was less affect-
ed by the financial crisis than other sectors in the finance
industry. Thanks to the careful investment policy that is
usual in this branch, the financial products that had
triggered the crisis did not play the same role as they did
in banking. In view of low share ratios, the impact of the
drop in share prices on insurers was limited.

In 2008, the business done by life insurance companies in
Germany was robust on the whole. According to provi-
sional figures of the Gesamtverband der Deutsche Ver-
sicherungswirtschaft eV. (GDV = umbrella association of
the Germany insurance industry), the growth in premium
income increased slightly by 0.9 (0.7)%. The gross premi-
ums written of the pension fund companies remained
almost at the preceding year's level and only rose by 0.2%
according to the GDV figures available up to now.

The ,Riester” pensions allowance, which was upgraded
again in 2008, led to a rise in new life insurance contracts
with annual premium payment. The associated new pre-
mium income improved by 7.0% after the 1.7% drop in the
previous year recorded by the industry as a whole. With-
out the increase due to the Riester effect, last year also
saw a 6.9% drop in new premium income from annual
premiums.

In order to secure an annuity income for their entire life,
policyholders again used single-payment types of insur-
ance that are especially suitable for this purpose. In new
premium income, they reached a provisional level of

€ 12.3(11.9) billion, 3.3% more than in the same period in
the year before.

(Figures in brackets relate to the previous year unless
indicated otherwise).
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Due to more flexible methods of making contributions,
new latitude opened up by the law on income in old age
and expanding gaps in provision in old age, annuity
assurance has become more attractive and important.
This class of product therefore has a potential for growth
in the coming years. Last year, more customers again cov-
ered their needs for provision for old age accordingly by
taking out insurance with pension-like pay-outs. Their
share of insurance with annual premium payments in-
creased again to around 59 (54) %. Especially the new
premium income of unit-linked annuity assurance rose
by 19.0% compared to 2007 (28.9%). These contracts
accounted for 27.2 (24.6) % of new business in 2008.

Last year, the life insurance sector sold a total of 1.6 (2.1)
million new Riester contracts, according to the initial in-
formation received from the GDV. The required maximum
contributions were raised in 2008. If at least € 2,100 or 4%
of income is paid into a Riester contract, the maximum
state allowance is now counted. As this means that the
last of four stages of increases has been reached, the
industry can now expect further stimulus to growth from
the adaptation of existing Riester contracts. Last year,
numerous basic annuity contracts were again entered
into. With 288,360 new contracts, the growth was less
than the 320,000 new basic annuity contracts in the year
before.

CONSOLIDATED FINANCIAL STATEMENTS

In the case of the pension fund companies, the figures for
new business decreased last fiscal year. The annual premi-
um income from new business fell by 14.1%. In the case of
the single premiums, the decrease amounted to 13.7%.
This was primarily due to the market-wide saturation

in corporate pension schemes through pension fund com-
panies.

In spite of the stable development in 2008, life insurance
companies have been suffering for several years from an
overhang of contracts coming to an end, measured in
terms of new contracts, the reason being that the high
growth rates of business in the past are now resulting in
numerous regular premium-payment expiries. These are
associated with a loss of premium income for life insur-
ance companies due to the comparatively smaller increase
in new business.

As regards the pension fund companies, expiries and an
associated erosion of the portfolio are of subordinate
importance because, at the moment, the portfolios of the
companies mainly contain pension insurance that is not
due for pay-out for some time.
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DEVELOPMENT OF BUSINESS
Overview of the year under review

PROGRAMS FOR THE FUTURE

LSWirttembergische 2009 a program of renewal that en-
compasses the Wirttembergische insurance companies,
has been integrated into the Group-wide ,W&W 2009"
program for more growth, efficiency and profitability,
started in 2006. Within this framework, there are plans to
achieve cost savings amounting to around € 225 million in
the entire W&W Group by the end of 2009. From the
LSWirttembergische 2009“ program alone, € 90 million
will come. The W&W Group is on schedule in its imple-
mentation of ,W&W 2009

In the ,Wirttembergische 2009 program, integration

of the Karlsruher insurance companies was concluded.
The cost effects of the merger of Karlsruher Lebensver-
sicherung AG with Wirttembergische Lebensver-
sicherung AG and Karlsruher Versicherung AG with
Wurttembergische Versicherung AG occurred earlier than
planned and are higher than predicted.

SOLID BUSINESS MODEL

In the year of financial crisis, the solidity of the business
model of the German life insurance companies proved
its worth. They profited from the increased trust that
customers of the industry placed in them as a reliable
partner when it comes to providing for old age. The
Wurtt-Leben Group also took an active stance towards
the challenges brought about by the global financial crisis.
This is demonstrated by the solvability ratios of the
individual companies, all of which continue to be above
the legally required level.

= Allgemeine Rentenanstalt Pensionskasse AG: 242%
= Karlsruher Lebensversicherung AG: 141%
m  Wirttembergische Lebensversicherung AG: 181%

Wurttembergische Lebensversicherung AG, ARA Pensions-
kasse AG (ARA PK) and Karlsruher Lebensversicherung AG
—formerly Karlsruher Hinterbliebenenkasse AG (KHK) —
are the insurance companies of the WrttLeben Group.
The Group has strengthened its market position due to
the successes of the programs for the future and of the
general ,SPRING” growth program of the W&W Group.
WirttLeben therefore continues to occupy a place

among the top ten of the German life insurance industry,
including pension fund companies and pension funds.

INVESTMENTS ADVERSELY IMPACTED BY FINANCIAL
CRISIS

The considerable fluctuations and downturns on the
share markets as well as the substantially increased risk
surcharges on interest-bearing securities — so-called
spreads — put a strain on the investment result and
reserves of the WirttLeben Group. In the course of 2008,
consistent hedging measures for shares were implement-
ed and the Group's share commitment was reduced.

RELIABLE PROVISION FOR OLD AGE

FOR LIFE INSURANCE CUSTOMERS

All companies in the WirttLeben group offer their cus-
tomers a high overall rate of interest for 2009 in spite of
the ongoing financial crisis and a slight decrease com-
pared to the preceding year. With their attractive overall
benefits for life and annuity assurance contracts, the
companies of the WiirttLeben Group continue to be
well-positioned in the market.

STABLE COST SITUATION

The cost savings associated with the integration of
Karlsruher Lebensversicherung AG exceeded the extra
expenses that were needed for the integration in relation
to marketing, consultancy and project costs as well as
old age provisions for the Karlsruher employees. The effi-
ciency targets for 2008 from the ,Wirttembergische
2009" program were achieved quicker than had been
planned. The administration costs of the Group remained
stable at a ratio of 3.1 (3.1) %.
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Assets, financial situation and earnings
DEVELOPMENT OF PREMIUM INCOME
Drop in premium income due to maturing portfolios

Due to the expansive business development of the life
insurance industry in earlier years, Wirttembergische
Lebensversicherung AG and Karlsruher Lebensver-
sicherung AG — like many other life assurers in Germany -
have numerous contracts in their portfolio for which the
premium payments or the contracts all ended in 2008
and the customers received a capital pay-out. In order to
compensate for this natural shrinkage of the portfolio,
new business has to grow constantly. The entire life insur-
ance industry is faced with this challenge, which is not an
easy to master.

This erosion of the portfolio is also affecting Wirttem-
bergische Lebensversicherung AG, which achieved gross
written premium amounting to € 2 095.6 (2 167.6) million
and thus had to accept a decrease of 3.3 (market: +0.9) %.
In the WirttLeben Group, premium income decreased by
3.7% to € 2 243.7 (2 328.7) million. Annual premiums ac
counted for € 1 930.9 (1 979.4) million and single premi-
ums accounted for € 312.8 (394.4) million of this total.

DEVELOPMENT OF NEW BUSINESS
Good sales performance in spite of crisis

In the business they acquired, the sales organizations and
the cooperating partners of the WiirttLeben Group profit-
ed from the special trust accorded to life insurance compa-
nies and pension fund companies in the year of the finan-
cial crisis. Nevertheless, there was a noticeable amount of
uncertainty and reserve among consumers when making
financial decisions and investments to provide for the
future.

The aggregate premium of new business rose by 3.1% to
€ 3 866.3 million. Altogether, the performance of the sales
organizations was therefore respectable in view of the
great challenges that the financial services sector faced in
the crisis year 2008.

CONSOLIDATED FINANCIAL STATEMENTS

Fall in single-premium income impacts new business

The new business of the WirttLeben Group — measured in
terms of the Annual Premium Equivalent (APE = annual
premiums plus 10% of the single-premiums) — decreased
slightly by 2.3%, from € 221.6 million to € 216.5 million in
2008. The reason for this reduction was the special situa-
tion in new business with single-premium life insurance.
The banking sales channel, whose strengths include busi-
ness with single-premium insurance, was more heavily
affected than other sales organisations by the financial
crisis in 2008. With regard to the development of single-
premium income, the reluctance of customers to invest
large sums in provisions for old age was also especially
noticeable. There were also some special influences

and decreases in new business in externally managed in-
surance business where Wirttembergische Lebensver-
sicherung AG is a partner in a consortium. The WirttLeben
Group therefore recorded a decrease of 11.0% in new
premium income compared to the year before.

With new annual premium income of € 185.2 (186.4) mil-
lion, including added business for the Riester upgrade,
the WirttLeben Group came just short of reaching the
previous year's level. Compared to the year before, the
total new premium income of the WirttLeben Group fell
by 7.4% to € 498.0 (537.9) million.

Sales force expanded further

The exclusive organisation continues to be the most
important sales channel of the WirttLeben Group. After
64.1% in the previous year, the new business of local
consultants in the field organisations of Wirttember-
gische and Wustenrot achieved a total share of 66.3%. The
aggregate premium grew by 6.6% to € 2 563.4 (2 403.7)
million. The field sales organization is being enlarged and
placed on a broader basis.

Due to build-up of the decentralised sales network of
Wurttembergische Vertriebsservice GmbH for brokers
and free agents in 2008 and the intensive processing of
the broker market that became possible as a result, there
are now signs of a notable re-animation of new business.
The share of new business increased from 5.0% to 6.3%.
This corresponds to a 29.8% rise in the aggregate premi-
um to € 242.2 (186.5) million from sales through brokers
and free agents.
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In 2008, the sale of life insurance products by way of the
cooperative agreements with banks was adversely im-
pacted by the mood of crisis, under which the banks had
to suffer more than the insurance companies. In dealings
with our banking partners, respect for the relationships of
association are the basis of the business model.

New business resulting from bank sales went down last
year by 5.8% to € 639.0 (678.4) million in the WirttLeben
Group, measured in terms of aggregate premium. The
sales campaigns in the banks in 2008 were mainly aimed
at investment products and not so much at insurance due
to the impending introduction of the flat rate withholding
tax. In the fourth quarter, the sales activities were addi-
tionally hindered by the financial crisis, which made many
bank customers very worried. The result of all this was
that both single-premium and annual-premium business
decreased.

Annuity assurance as a core product in 2008 as well

Annuity assurance, which enjoys a good position in the
market, made up the largest part of total new business in
2008 and amounted to € 74.3 (69.3) million. Due to the
rise in the Riester grant to its highest level, the Riester an-
nuity was the focal point of business. Its share in the ag-
gregate premium of annuity assurance amounted to

30.6 (19.0) %. In the WiirttLeben Group, the aggregate
premium of annuity assurance rose by 7.9% to € 2 873.0
(2 677.7) million.

Unit-linked policies make further gains

New business in unit-linked life insurance products was
expanded again in 2008 after the strong preceding year.
Its share of the aggregate premium achieved in new busi-
ness amounted to 30.6 (25.0) % in the WiirttLeben Group.
The aggregate premium of new business rose by 26.3% to
€1 182.9 million.

Company pension schemes still in demand

In 2008, the share of corporate pension provisions in

the aggregate premium remained unchanged for the
WurttLeben Group at 20.5%. This was particularly contrib-
uted to by ARA Pensionskasse AG, which increased its ag-
gregate premium by 12.5% to € 376.1 million, thus gaining
market shares and increased its share to 6.7%. Even meas-
ured in terms of new premium income, ARA PK grew by
9.9% to € 16.6 million. The pension fund companies in
Germany, in contrast, recorded an 11.8% drop in the
aggregate premium and a minus of 14.0% in new premi-
um income.

Average aggregate premium still on a high level

The average aggregate premium of the contracts entered
into by the companies of the WirttLeben Group amount-
ed to€ 27 000 and was therefore slightly above the previ-
ous year's value of € 26 378. The mostly low average ag-
gregate premium of the Riester contracts is gradually
being compensated for by the rising number of basic
annuity contracts being offered since 2006. The average
aggregate premium of the basic annuity in 2008 was

€ 60 032 was above that of the year before (58,991).

DEVELOPMENT OF THE PORTFOLIO

Erosion of the portfolio compared to preceding year
not yet stopped

The situation described in relation to the development of
premium income and the mature life-insurance portfolios
for the life-insurance sector also made itself noticeable in
the development of the life insurance portfolios of the
WirttLeben Group in 2008. The new business achieved
was unable to completely absorb the erosion of the port-
folio.

The insurance portfolio of direct business added up to
€1 916.7 (1 979.9) million — measured in terms of the an-
nual premium income for a year — thus falling by 3.2%.
The growing important of annuity assurance, which has
been observable in new business for many years, has
increased further since the law on income in old age
came into force in 2005. Its share in the total annual pre-
mium income for year rose again in 2008 and is now
36.0 (33.6) %.
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Cancellation rate below level for market

In 2008, the cancellation rate of the WirttLeben Group
increased by 0.4 percentage points to 4.8%, in respect of
the average portfolio of the statistical annual premium
income. The cancellation rate, therefore, continued to be
below the approximately 5.2% average for the market.
This confirmed the high quality of advice given to custom-
ers by the sales organisation. The slightly increased can-
cellation rate, however, also reflects the uncertainty of
consumers caused by the economic situation.

DEVELOPMENT OF THE COST SITUATION
Cost reductions due to ,Wurttembergische 2009

In fiscal 2008, the ,Wurttembergische 2009 program was
moved forward consistently. The cost savings aimed at
were substantially higher than foreseen, as they had been
in the preceding year. With regard to personnel costs, the
savings are primarily based on a socially acceptable reduc
tion of staff without enforced layoffs. This was achieved
faster than had been planned in the ,Wirttembergische
2009 program.

Stable cost ratio

The administration costs were lowered again in fiscal
2008. Due to the simultaneous decrease in the gross
written premium income, the administration cost ratio,
calculated in respect of the premium income, remained
at the same level as the preceding year, namely 3.1%. The
acquisition cost ratio of the WirttLeben Group was also
unchanged at 6.1%.

INVESTMENTS
Financial crisis of unexpected dimensions

In the course of 2008, development on the capital mar-
kets was infused with the effects of the financial crisis.
Triggered by a crisis in the US subprime sector, its effects
became more and more apparent in the second half of
2008. The consequences were a massive collapse of confi-
dence among financial institutions and a considerable
lessening of business activity among the banks. This was
accompanied by a deep economic downturn that gave the
issuing banks reason to introduce substantial interest-rate
reductions. After the European Central Bank (ECB) had

CONSOLIDATED FINANCIAL STATEMENTS

raised its refinancing rate by 25 base points to 4.25% in
the first half of the year in view of the clear rise in infla-
tion, it then saw itself compelled to engage in an expan-
sive monetary policy. At the end of the year, the prime
rate of the ECB was 2.50%. The prime rate of the US
Federal Bank was between 0.0% and 0.25%.

Due to the dramatic dimensions of the financial crisis and
the economic consequences which were becoming more
and more obvious, international investors were less pre-
pared to take risks. Following this, the Dow Jones €0 Stoxx
50 underwent severe fluctuations in the course of the
year and fell by a total of 44.3%. After a level of 4 400
points at the end of 2007, the European stock market
index lost more than 50% before reaching a low of 2 166
points in November. The last time the index had been

at this level was in 2003. The US share market suffered

a similar fate. Here, the S&P 500 index lost 38.5% in the
course of the year.

In the first six months of 2008, the yield on ten-year Ger-
man federal bonds increased significantly from 4.31% to
4.68% in June due to the initially still dynamic economic
situation in Europe and inflation driven by the rising price
of oil. In the course of the worsening financial crisis during
the summer months and the beginnings of recession in
the EU and the US, investors increasingly turned to safe
fixed-interest government bonds. The yield on ten-year
federal bonds then fell to 2.95% at the end of December
2008, a low last reached in the year 2005.

In the US, the yield on ten-year US treasury bonds fluctu-
ated between 3.3% and 4.3% in the first half of the year.
From October 2008 to the end of the year, the drop in
interest was steeper, going down to around 2.2%.

As a result of the financial crisis, the risk surcharges for
interest-bearing securities of issuers from financial and
industrial companies increased considerably compared to
government bonds and the swap rates. There were also
substantial risk surcharges in the case of subordinate
securities.

Influence of the financial crisis

The WirttLeben Group traditionally pursues an invest-
ment policy that pays close attention to risks and is
aligned to a high level of debtor quality. Nevertheless, the
severely exacerbated international financial crisis also
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affected the investments of the Group in the course of
2008. The drastic price decreases on the share markets as
well as substantial interest surcharges on interest-bearing
securities of emitters from the sector of financial and in-
dustrial companies exerted an adverse impact on the val-
ue of the investment portfolio. In the case of banks that
were to be seen as critical in the course of the financial
crisis, the WirttLeben had only invested to a manageable
extent, especially in the subordinate range. There were
only minor defaults of € 7.2 million in this area.

Against this background, the balance sheet value of invest-
ments fell by 5.2% to € 26.0 billion in the Wirtt-Leben
Group despite the flow of liquidity from insurance busi-
ness. With a ratio of 65.5%, loans as an investment catego-
ry were the largest item in relation to total investments.

Lower investment result

In 2008, the current yield on investment of the Wurtt-
Leben Group rose by 2.1% to € 1.14 billion. After recogni-
tion profits and losses from disposals of shares and share
funds, however, there was a loss of € 373.7 million after
the positive result of € 59.8 million in the year before.
The balance off profits and losses from disposals in the
annuity area amounted to — € 13.2 million after —€ 35.6
million in the preceding year. Unscheduled write-downs
—so-called impairment —on shares and share funds had
to be carried out to the amount of € 720.8 million. In the
case of bonds, there was unscheduled impairment to the
amount of € 98.2 million.

The result of the trading portfolio, which amounted to

€ 649.0 million, had a positive effect within the financial

instruments to be posted at fair value through profit and
loss. This was mainly due to hedging transactions in the

area of shares, interest and currency. The investment re-
sult, which underpins unit-linked insurance products, fell
from € 261.2 million to —€ 249.2 million.

The result on real estate decreased from € 65.0 million to
€ 43.5 million compared to the previous year. This reduc
tion resulted from the lower profits on disposals, which
fell from € 48.1 million to € 10.4 million, and losses on dis-
posals amounting to € 5.8 (0.6) million. Depreciation on
real estate decreased from € 66.7 million to € 48.2 million,
the reason being that, in 2007, depreciation on the port-
folio of the former Karlsruher insurance group had been
necessary.

Due to the financial crisis, the overall result on invest-
ments fell from € 1.1 billion in the preceding year to
€ 1379 million in 2008. The result on investments is
described in detail under note no. 33 in the notes.

Reduction of share exposure

Due to the enormous risks and the high degree of uncer-
tainty on the share markets, share exposure was reduced
in 2008 in view of the risk-bearing capability of the Wirt-
tleben Group. The share of the balance sheet value of
shares in investments as a whole contracted from 12.2%
in the preceding year to a mere 6.4%. In view of the per-
manently deteriorating health of the share markets, the
WirttLeben Group successively expanded its share hedg-
ing activities through futures and options in the course of
the year. Out of the total share volume of Wirttember-
gische Lebensversicherung AG, 92.4% was hedged by
means of options and futures at the end of the year under
review.

Real estate

In the greater Stuttgart area, Wirttembergische Lebens-
versicherung AG purchased some high-quality objects
with a current trading value of € 54.4 million. On the site
of the former head offices of Allgemeine Rentenanstalt,
the predecessor of Wirttembergische Lebensver-
sicherung AG, in Tubinger Strasse in Stuttgart, a new
attractive inner-city shopping centre (the ,S Quarter”) is
to be built. In order to prepare for the new building and
set the boundaries of the area, the company purchased
three pieces of land for a total of € 16.7 million. Wirttem-
bergische Lebensversicherung AG also directly acquired
residential objects to the value of € 21.5 million after the
dissolution of some existing real estate companies.
Following considerable disposals from the real estate
portfolio in the year before, only a small amount of real
estate was sold in 2008.

Participations

In the course of optimisation of the participation struc
tures within the W&W Group, Wirttembergische Lebens-
versicherung AG sold its 10% participation in Wistenrot
Bausparkasse AG to Wistenrot & Wiirttembergische AG.
The purchase price was based on the valuation of an ex-
ternal assessor. With this transaction, Wurttembergische
Lebensversicherung AG achieved a profit of € 67.8 million.
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In 2008, Wurttembergische Lebensversicherung AG
augmented its investments in the private equity sector as
planned by stocking-up existing commitments and enter-
ing into new pledges to the amount of € 37 million. In this
class of assets, higher returns are still expected in the long
term. Any risks that they involve are monitored continu-
ously.

Reclassification of financial assets

In October 2008, the European Union approved amend-
ments to IAS 39 and IFRS 7 (Reclassification of Financial
Assets). This enables a reclassification from the available-
for-sale category of financial instruments to the loan cate-
gory. A precondition is that the company has the intention
and the ability to hold the securities for the foreseeable
future or until they become due. In line with these
amendments, certain financial assets with a book value of
€ 325.5 million for which an active market did not exist
and which the WirttLeben would like to hold until further
notice were reclassified in October 2008, with retrospec
tive effect as of 1 July 2008. As a result of this reclassifica-
tion, there were shifts within the result on investments
between the result on available-for-sale financial instru-
ments and the result on loans. Moreover, this brought
about a slight improvement of € 14.4 million in equity as
well as a € 129.2 million increase in the latent reserve for
premium refunds. The reclassification had no significant
effects on the result.

Stress tests of BaFin passed
All the stress tests prescribed by the Bundesanstalt fur

Finanzdienstleistungsaufsicht (BaFin = federal office for
financial services supervision) were passed.

CONSOLIDATED FINANCIAL STATEMENTS

Derivative financial instruments

In 2008 as well, the companies of the WurttLeben Group
made use of derivative financial instruments in the form
of futures, options, swaps and forward exchange transac
tions. These transactions were aimed at securing the
portfolios and, in particular, controlling the share
exposure, whereby all the regulations of the Insurance
Supervisory Law were complied with. The requirements
regarding organizational structures were adhered to at all
times, especially the strict separation of trading and
administration.

Liquidity

The development of liquidity of the WiirttLeben Group is
shown in the section entitled ,Cash Flow Statement for
Fiscal 2008 - Consolidated” in the notes. A detailed por-
trayal of how liquidity is ensured is provided in the risk
report.

SUMMARY OF ASSETS, FINANCIAL SITUATION

AND EARNINGS

Compared to the preceding year, the Group profit de-
creased by € 8.4 million from € 21.3 million to € 12.9 mil-
lion. This was primarily due to the steep drop in the result
on investments. As a result, there were lower transfers to
the reserve for premium refunds, which represent part of
the benefits we pay to our customers.

As at 31 December 2008, the Group equity amounted to
€ 116.4 million as opposed to € 163.5 million at the end

of the previous year. This substantial change in equity
occurred in the earned capital before minorities interest
in the equity. This reduction, apart from being due to the
reduced Group profit, was caused by the fall in the revalu-
ation reserve resulting from the financial crisis. Further
details on the development of equity can be found in the
equity table in the notes.

The reduced Group profit and the decrease in Group equi-
ty lead to a fall in the return on equity (ROE) from 14.1% in
the preceding year to 10.4% in the year under review.
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Employees

In fiscal 2008, our employees continued to work on the
LW&W 2009 and ,Wiirttembergische 2009 programs in
their usual committed manner. ,Growing together and
reaping the benefits together” was the slogan of the first
meeting of all managers of the W&W Group, during which
the image being aimed at as ,THE provisions specialist”
was introduced officially. Following the event, managers
and their staff took part in workshops so that, on a Group
level, they could work together on implementation of the
image being aimed at.

A high degree of dedication and willingness to contribute
is required by the ,W&W 2009“ and ,Wirttembergische
2009“ program, which will enter their concluding phase in
the course of the current fiscal year. The good evaluations
achieved during the KUBUS study and in the competition
entitled ,Germany‘s most customer-focused service pro-
vider” are a great encouragement for the employees of
the Wirttembergische insurance companies.

Personnel work in 2008 was characterized by restructur-
ing measures, which are part of the renewal program of
the W&W Group and are creating the foundations for
more growth, efficiency and profitability. For establish-
ment of the new W&W Service GmbH, for example, an
in-house wage-tariff agreement and a transfer contract
were entered into, on the basis of which employees of
other consolidated companies have transferred to the
new service company. The basic labour-law foundations
for the new administration office structure of the
Wurttembergische were also created. The number of
processing locations was then reduced from 15 to seven.
Since May 2008, the first specialist consultants in the area
of building savings/banking have been working in the
main district offices of the Wirttembergische. They
provide intensi