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Axa & Allianz: embedded in volatility
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spread is extremely low, particularly on short
maturities. Allianz’s Implied Volatility seems
really low compared with Axa’s.
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Axa and Allianz are the two main European insurers; however their risk structures are very different.
Looking at all risk factors, Axa appears less risky than Allianz. This is the opposite of the view of the
derivatives market on which Allianz volatility is a lot higher than Axa. This is why we recommend
entering a volatility trade on the two names.

Risk Profile summary

AXA | ALLIANZ
Business Mix ® ©
Assets Sensitivity to market © A®
Financial Structure BA®
Banks Exposure ®
US Exposure (variabilities) ® ©
Track Record (Capital increase, M&A integration) © ®

We will first focus on the quantitative aspects of this trade idea and then compare their risk
profile in more detail in the second part of this document.

The volatility arbitrage
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We observe a very low volatility spread. We want to benefit from this low entry point since we think
fundamental issues do not justify such low levels. As seen below, credit market has already started
to correct.

Allianz versus Axa 5Y CDS spreads:
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Source: Bloomberg for CDS, Calyon for implied volatility
Focusing on their performances since early 2006, including bull and bear market, we realize that
Axa and Allianz are highly correlated, with almost the exact same performance. This is contradictory
with the June 09 implied volatility spread which is almost at its lowest level.
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We choose at the money options, on Jun-09 maturity, in order to benefit from a lower volatility
spread and a higher gamma.

We recommend to delta hedge each leg as we think the P&L should come from the reduction of the
volatility gap.

Recommendation:

Buy an ATM June-09 Straddle on Allianz and sell an ATM June-09 Straddle on Axa.
All options are delta hedged, same notional on each leg.

Indicative pricing, including bid-ask:
Underlying] B/S Type Strike | Maturity Price |Volatility] Delta |Gamma| Vega
AXA |SELL|Straddle] ATM|Jun-09]-37.12% | 72% | 8% | -1.75 |0.50%

ALLIANZ| BUY |Straddle| ATM|Jun-09| 30.57% | 59% [12% | 1.95 [0.54%
Source: Calyon
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Risk profile comparison
Most of this risk profile comparison comes from the CA Cheuvreux Insurance Report of January 09.

We will first compare their activity positioning in terms of exposure to life business.

Then, we will compare their balance sheets; first their assets’ sensitivity to the market, and then a
quick overview of their liabilities.

Finally, we will take into account their respective potential risk factors, mostly their exposure to
banks, to the US market (variabilities) and their track record.

- Business Mix

First of all, let us compare their activity positioning.
Axa is far more exposed to life (65% of 2007 operating profit versus 27% for Allianz).
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This could be a risk factor for Axa as life’s Beta is higher than non life’s (1.2 versus 0.8) for an
almost equal estimated 09 P/EV.
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Thus, as detailed in the following table, life is the insurance segment on which CA Cheuvreux has
the tougher view.

CA Cheuvreux’s view for 2009 and 2010:

Volumes Ins Rates Claims Investments Our view Comment
General Insurance = -> -> ¥ g Ve Just defensive
Global Corporate =2 ] r Vg #  End of soft market
Credit Insurance ) 7! - Vg Vg No recovery before 2010
Reinsurance NL .| | ) > » Growind demand for protection + end of soft market
Life Insurance h'] > Vg Depressed wolumes and margins
Asset Management N » Vg Depressed volumes and margins

Source: CA Cheuvreux

- Assets Sensitivity to Market

Now that we have quickly compared their exposure to life, we will focus on their assets.

Axa’s assets are more secure than Allianz’s, with less exposure to equities (4% versus 16%) and to
ABS, credit derivatives and super toxic ABS (5% versus 13%).

Detail of assets quality:

Axa AVIVA Sampo Generali Fon Sa&1 Allianz VIG Zurich  Awver.
Real Estate 6% 5% 1% 5% T% 2% 14% 4% 6%
Bonds T5% 53% G4% 57% T6% 60% B1% 65% [
Loans 18% 4% 15% 5% (% 19% 14% g9
Equity investments 11% 25% 13% 7% @ 3% 9% 10%
Others T 7% 1% 9% 3% E%% 1% 055 5%
Ligquidity 5% 7% 4% 3% 2% 6% 3% 8% 4%
TOTAL 100%  100%  100% 100%  100%  100% 100% 100% 100%
Bonds AAA or Govies 33% 3% 33% 6% 10% 44% 11% 43% 34%
Bonds AA 25% 17% 22% 33% 9% 13% 2T% 9% 20%
Bonds A 17% 15% 22% 14% 69% 21% 27T% 13% 2%
Other bonds 11% 10% 17T% 2% 5% % 1197 5% 9%
Loans B 22% 6% 1% 6% 24% 15% 10%
ABS & credit derivatives 3% 49 0% 1% 0% 12% 1% 16% 4%
ABS super toxic 2% 1% 0% 0% 0% 0% 025 1%
TOTAL 100%  100%  100%  100%  100%  100% 100%  100%% 100%)

Source: CA Cheuvreux

This is interesting to note that Allianz’s asset allocation (particularly the risky part) fits the average
American insurers’ allocation while Axa’s asset allocation fits the average European insurers’ one.
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Asset
quality is far
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with US
industry
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Source: CA Cheuvreux

The following table details the sensitivity of life portfolios of each insurer, in the case of a drop of the
bond market or of the equity market.
Allianz’s life portfolio is far more sensitive to the market than Axa’s.

Life Portfolio’s Sensitivity:

(local reporting currency bn) Aegon Swiss Life CNP Alleanza AXA\ Generali Baloise
In Force sensitivity in % of BV

100bp drop in bonds and disc. rate 2% 4% 0% 0% -3% -6%
10% drop in equity market -3% -2% -2% -3% 2% -5%

Source: CA Cheuvreux

So despite a riskier positioning on life business for Axa, its assets structure is far more secure being
less exposed to the market, particularly low quality assets.

- Financial Structure

In order to complete our overview of their balance sheet, we need to look at liabilities. The following
graph details the need or excess of capital in order to achieve a 100% target ratio. This is an
indicator of the potentiality of an oncoming capital increase.

57 CALYON

CREDIT AGRICOLE CIB



1/12/2009

Needs / excess capital for a 100% target ratio:
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Axa is among the more secure players while Allianz being among the worst could need a capital

increase.
Now let us take a look at the same graph, but without considering subordinated debt as capital:
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In this case, both Axa and Allianz have the same risky profile, leading to no differentiation from this

point of view.
We must not forget that, regarding Axa, over half of its subordinated debt is perpetual and the 2017

convertible bond represents almost 10% of this debt.
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The following graph gives another overview of insurers’ positioning in terms of the structure of their
liabilities. Again, we observe no differentiation between Axa and Allianz.
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We can say that despite a riskier business positioning, Axa’s balance sheet is safer than Allianz’,
with better assets’ structure and no short term refinancing issues.

As a conclusion, we think that Axa’s right issue risk is lower than Allianz’s.

- Other Exposures and Track Record

Banks exposure

Despite having diminished its exposure to banking, Allianz (13.8% stake in new Commerzbank) is
still far more exposed than Axa (5.9% in BNP).

In addition, Allianz had to purchase toxic CDOs from Dresdner for EUR1.1bn.

“Commerzbank will receive an additional EUR8.2bn of silent participation by the German
government (equal terms as for the first EUR8.2bn) and will in addition issue 295m of shares at
EURG to the government (EUR1.8bn), which will dilute Allianz's stake to 13.8% and give the
German government a blocking minority of 25% plus one share. The capital increase will increase
Commerzbank's Tier | incl Dresdner Bank to 10%. In addition, Allianz will provide EUR750m of
silent participation and purchase toxic CDOs from Dresdner Bank for EUR1.1bn (equity relief
for Dresdner Bank of EUR700m).”

Source: CA Cheuvreux, Europe Today of the 9" of January.
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US exposure to variable annuities
Axa is one of the most exposed to embedded guarantees because of its leading position on US
variable annuities. This is one of the main risks factor on Axa.

“US variable annuities are on the radar screen of regulators, rating agencies and analysts these
days because of the high market volatility. Inadequate pricing of these guarantees, hedging
problems and unexpected withdrawals by clients are the main risks for insurance companies. All
equity-based products carrying guarantees potentially have some problems these days in markets

with abnormal volatility.”
Source: CA Cheuvreux, Insurance Sector Report of January 2009
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Track record

On the right hand, Axa was formed by successive successful M&As. It has succeeded in getting
through the insurance crisis of 2001-2003 without having to make a capital increase.

On the other hand, Allianz’s Dresdner Bank acquisition (completed in April 2001) was painful and
value destructive. Also, it had to make a capital increase in order to face 2001-2003 turmoil.
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On the graph starting in early 2001, today’s over performance of Axa versus Allianz reflects these
events.
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Disclosure

Applicable CA Cheuvreux disclosure for the following quoted stocks

COMPANY NAMED IN THAT CA CHEUVREUX
DOCUMENT DISCLOSURE
Allianz E,G,H
Axa H

A One or more companies in the Crédit Agricole S.A. group owned more than 1% of the
total issued share capital of the Company as of the end of the second most recent
month preceding the publication date of this report.

B One or more companies in the Crédit Agricole S.A. group owned more than 5 % of the
total issued share capital of the Company as of the end of the second most recent
month preceding the publication date of this report.

C The Company owned more than 5% of the total issued share capital of Crédit Agricole
SA as of the end of the second most recent month preceding the publication date of
this report.

D One or more companies in the Crédit Agricole S.A. group held as of the end of the
second most recent trading day, a net sales position higher than 1% of the total
issued share capital of the Company.

E The trading portfolio of one or more companies in the Crédit Agricole S.A. group
contained shares of the Company as of the end of the second most recent trading day.

F Crédit Agricole Cheuvreux and/or a company in the Crédit Agricole S.A. group is a
market maker or a liquidity provider for the financial instruments of the Company.

G CALYON and/or a company of the Crédit Agricole S.A. group has been involved within
the last three years in a publicly disclosed offer of or on financial instruments of the
Company.

H CALYON and/or a company in the Crédit Agricole S.A. group has concluded or is party
to a non confidential agreement relating to the provision of investment banking
services (except publicly disclosed offers mentioned under G) to the Company during
the past 12 months or that has given rise during the same period to the payment of
compensation or to the promise to get a compensation paid.

I This research has been communicated to the Company and following this
communication, its conclusions has been amended before its dissemination.

J Adirector or a board member of the Crédit Agricole S.A. group is an officer, director,
or board member of the Company.
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© 2009, CALYON All rights reserved.
This research report or summary has been prepared by CALYON or one of its affiliates (collectively “CALYON") from information believed to be
reliable. Such information has not been independently verified and no guarantee, representation or warranty, express or implied, is made as to its
accuracy, completeness or correctness.

This report is not a commercial communication and is provided for information purposes only. Nothing in this report should be considered to constitute
investment, legal, accounting or taxation advice and you are advised to contact independent advisors in order to evaluate this report. It is not intended,
and should not be considered, as an offer, invitation, solicitation or personal recommendation to buy, subscribe for or sell any of the financial
instruments described herein, nor is it intended to form the basis for any credit, advice, personal recommendation or other evaluation with respect to
such financial instruments, directly or indirectly.

It is intended for use only by those investors to whom it is made directly available by CALYON. CALYON does not act in a fiduciary capacity to you in
respect of this report.

CALYON may at any time stop producing or updating this report. Not all strategies are appropriate at all times. Past performance is not necessarily a
guide to future performance. Any opinions or estimates expressed herein reflect the judgment of Calyon at this date and are subject to change at any
time without notice. The price, value of and income from any of the financial instruments mentioned in this report can fall as well as rise and you may
make losses if you invest in them. Independent advice should be sought. In any case, investors are invited to make their own independent decision as
to whether a financial instrument or investment in the financial instruments described herein is proper, suitable or appropriate based on their own
judgement and upon the advice of any relevant advisors they have consulted. CALYON has not taken any steps to ensure that any financial
instruments referred to in this report are suitable for any investor. CALYON will not treat recipients of this report as its clients by virtue of their
receiving this report.

CALYON, its directors, officers and employees may effect transactions (whether long or short) in the financial instruments described herein for their
own accounts or for the account of others, may have positions relating to other financial instruments of the issuer thereof, or any of its affiliates, or
may perform or seek to perform securities, investment banking or other services for such issuer or its affiliates. CALYON may have issued, and may in
the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. CALYON is
under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. Calyon has established a “Policy for
Managing Conflicts of Interest in relation to Investment Research” which is available upon request (a summary of this Policy is published on the
Calyon website: www.calyon.com). This Policy applies to its Investment Research activity.”

None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party without the
prior express written permission of CALYON. To the extent permitted by applicable securities laws and regulations, CALYON accepts no liability
whatsoever for any direct or consequential loss arising from the use of this report or its contents.

Austria: This research report may only be distributed to institutional investors.

Belgium: This research report may only be distributed to, and circulated among, qualified investors as defined in article 10 of the Law of 16 June
2006 concerning public offers of investment instruments and admission of investment instruments for trading on regulated markets.

Denmark: This research report can only be distributed to and circulated among Danish investors who are professional investors or eligible
counterparties as defined in the Danish executive order no 809 of 29 June 2007 implementing the MiFiD Directive.

Finland: This research report can only be distributed to qualified investors, as defined by the Finnish Securities Markets Act. This research report
must not be distributed to Finnish public.

Germany: Distributed by CALYON, Frankfurt branch and may only be distributed to institutional investors.

Hong Kong: Distributed by CALYON, Hong Kong branch. This research report is intended for, and can only be distributed to professional investors
within the meaning of the Securities and Futures Ordinance (Cap.571) and any rule made thereunder. It is not intended for and should not be
distributed to the public in Hong Kong.

Italy: This research report can only be distributed to, and circulated among, professional investors (operatori qualificati), as defined by the relevant
Italian securities legislation.

Japan: Distributed by Calyon Capital Markets Asia B.V. which is registered for securities business in Japan pursuant to the Financial Instruments and
Exchange Law, and is not intended, and should not be considered, as an offer, invitation, solicitation or recommendation to buy or sell any of the
financial instruments described herein. This report is not intended, and should not be considered, as advice on investments in securities which is
subject to the Securities Investment Advisory Business Law (Law n°74 of 1986, as amended).

Liechtenstein: In accordance with Article 23 of the Law on Investment undertakings, the report can be distributed only to institutional investors
(“qualifizierte Anleger”).

Luxembourg: Distributed by CALYON, Luxembourg branch. It is only intended for circulation and/or distribution to institutional investors and
investments mentioned in this report will not be available to the public but only to professional investors.

Norway: approved and/or distributed by CALYON authorised by the Comité des Etablissements de Crédit et des Entreprises d'Investissement
(CECEI) to carry out its services in Norway under the freedom to provide services. This research report can only be distributed to, and circulated
among, professional investors, as defined by the Norwegian Securities Trading Act 2007.

Singapore: Distributed by CALYON, Singapore branch, Co. Reg. No. F 02397G. It is not intended for distribution to any persons other than
accredited investors, expert investors, or institutional investors, as defined in the Securities and Futures Act (Chapter 289 of Singapore), and persons
whose business involves the acquisition or disposal of, or the holding of capital markets products (as defined in the Securities and Futures Act
(Chapter 289 of Singapore)).

Spain: Distributed by CALYON, Madrid branch and may only be distributed to institutional investors (as defined in article 39 of Royal Decree
1310/2005 November 4", whereby Law 24/1988 of July 28" on Spanish Markets Securities Law is partially developed, concerning listing of securities
in official secondary markets, public selling or subscription offers and the necessary prospectus for this purpose, on Issues and Public Offers of
Securities) and cannot be distributed to other investors that do not fall within the category of institutional investors.

Sweden: This research report will be distributed to institutional investors in Sweden and it will not be distributed to the “public” as defined in Swedish
Financial Instruments Trading Act (Sw: lagen (1991:1980) om handel med finansiella instrument) in Sweden.
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Switzerland: Distributed by Crédit Agricole (Suisse) S.A. This document emanates from Calyon. It is not the result of financial research of Crédit
Agricole (Suisse) SA. [

United Kingdom: Approved and/or distributed by CALYON, London branch. CALYON is authorised by the Commission Bancaire in France and
regulated by the Financial Services Authority for the conduct of business in the United Kingdom.;

United States of America: This research report is distributed solely to persons who qualify as “Major U.S. Institutional Investors” as defined in Rule
15a-6 under the Securities and Exchange Act of 1934 and who deal with CALYON. Recipients of this research report in the United States wishing to
effect a transaction in any security mentioned herein should do so by contacting Calyon Securities (USA), Inc. (a broker-dealer registered with the
Securities and Exchange Commission). The delivery of this research report to any person in the United States shall not be deemed a recommendation
of Calyon Securities (USA), Inc. to effect any transactions in the securities discussed herein or an endorsement of any opinion expressed herein.
United Arab Emirates: The information set out in the research report(s) has been compiled for the benefit of sophisticated investors and does not in
any way constitute an offer for the issue, sale or purchase of any securities in the UAE, or any recommendation in relation to investing in assets in the
UAE.

Kingdom of Bahrain: The information set out in the research report(s) has been compiled for the benefit of sophisticated investors and does not in
any way constitute an offer for the issue, sale or purchase of any securities in the Kingdom of Bahrain, or any recommendation in relation to investing
in assets in the Kingdom of Bahrain.

Kuwait: The information set out in the research report(s) has been compiled for the benefit of sophisticated investors and does not in any way
constitute an offer for the issue, sale or purchase of any securities in Kuwait, or any recommendation in relation to investing in assets in Kuwait.

Qatar: The information set out in the research report(s) has been compiled for the benefit of sophisticated investors and does not in any way
constitute an offer for the issue, sale or purchase of any securities in Qatar, or any recommendation in relation to investing in assets in Qatar.

Oman: The information set out in the research report(s) has been compiled for the benefit of sophisticated investors and does not in any way
constitute an offer for the issue, sale or purchase of any securities in Oman, or any recommendation in relation to investing in assets in Oman.

THE DISTRIBUTION OF THIS REPORT IN OTHER JURISDICTIONS MAY BE RESTRICTED BY LAW, AND PERSONS INTO WHOSE
POSSESSION THIS REPORT COMES SHOULD INFORM THEMSELVES ABOUT, AND OBSERVE, ANY SUCH RESTRICTIONS. BY ACCEPTING
OR RECEIVING THIS REPORT YOU AGREE TO BE BOUND BY THE FOREGOING.
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