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The Intermational Monetary Fund has forecast global
growth of 3.4% in 2017, compared to 3.1% in 2018. In
particular, the Eurozone, United Kingdom and Chinese
economies are expecied fo slow down, whila the US
economy should accelerate and Russia and Brazil are
expected to exit their recessions. In the Eurozone, GDP
growth is expected to decline from 1.7% in 2016 to 1.4%
in 2017, primarily as a result of weaker economic per-
formance in Germany and Spain, while inflation in the
Eurozone is expected to nse from 0.3% to 1.1%5, driven
by a modest price recovery in some commedities. In this
context of economic weakness, the ECE will maintain an
accommodating position, afthough towards the end of
the year speculation will rize on the exit of the Cantral
Bank from its guantitative easing programmea. In 2017,
LS imterast rates are expected to rise, driven by the Fed's
gradual exit from guantitative easing, and long-term
rates in the Eurozone ghould increase as well, especially
towards the end of the year.

Combinad with a high degrese of uncartainty on the po-
Iitical front, these elements will onca again create a chal-
lenging emnvironmient for investors. Forecasts point to a
modast recovery in the Eurozone equity markat and lass
brilliant parformanca than last year in tha United States.

In 2017, within the insurance sector, tha main countrias
of the Eurozone (ftaly, Gamany, France and Spain) are
expected to show a good performance in the P&C busi-
ness, which should recover in Raly as well. The life sag-
mient, influenced by low interest rates, will show signs of
difficulty once again in 2017, aexcept in Raly, whara life
premiums are axpectad to improve compared to 2016.
To be noted is that the catastrophic events occurring all
over the world in 2016 did not have a significant impact
on tha reinsurance industry. The continuing absence of
economic impacts from significant catastrophic events
has generated a prolonged reduction in reinsurance
costz. Within a similar context, the Generali Group has
banefitad from the favourable market trend, obtaining
competitive coverage renewals for the year 2017,
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In the life sagment, the Group will continue to deal with
a range of dynamic restrictions deriving from the market
environment, such as tha Solvency 2 directive, the IMD2
rules more restrictively goveming transparency in the di-
stribution of insurance products, and in general, financial
markets characterized by continuing low interest rates.
It will further strengthen its focus on tha Techex program
initiatives, both at Group level and in the busziness units,
aiming to strengthen the combinad porifolio value by ta-
king a simplification and inmnovation approach for the ran-
ge of product solutions. Income trends will continue to
reflect careful underwriting policias, in line with the com-
mon Group goals, driven by tha risk appetite framework
and the focus on the value of the products. Initiatives
dedicated to portfolio enhancement will continue with
renewed emphasis:

# jn terms of inforce business through dedicated
actions for improving the degree of parsistency of
valuable portfoliog, particularty thanks to the reinfor-
cemeant of active liability managemeant actions;

+ inthe creation of new business thanks to the selecti-
ve development of cartain business lines, such as
protection and unit-linked products (particularty ba-
=ad on volatility-controlled unit-linked funds), as an
altarnative to inwestments in traditional type funds,
which are still sustainable only if they are capital-i-
ght. Tha devalopment of these business lines will
aim at offaring a wide range of insurance soluticns
adapted to risk and invastment profiles for the bene-
fit of both the policyholders and the Group.

In propariy&casualty, total pramium income is expacted
to grow in the Generali Group’s main geographical araas,
in lime with the ralative GDP developments, although this
growth will take place within an environment of strong
competitive pressure. Competition is also expected to
accealerate in tarms of distribution; digital transformation
will create more space for non-traditional or non-exclu-
give distribution networks (such as aggregators), with
possible impacts on portfolio volatility and, from the
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business perspective, a decline in volumes and profits.
To deal with this situation, the Group is intansifying ts im-
plementation of a series of initiatives launched previously
in order to offset the effects on profitability (especially
in the motor segment, particularly flests, but not only)
with anti-cyclical measuras, a disciplined approach to
satting rates and risk selection, improving customer pro-
filing, promaoting long-tarm ralaticnships and developing
products with a modular system to take up non-motor
cross-selling opportunities.

Property&Casualty segment managament will tharafora
comtinua to play a key rala in the implementation of tha
strategy of the Group, which aims to become a leader
in the retall segment in Europe thanks to the degres of
capital absorption of those products which allows for ef-
ficient allocation.

The Group investmants policy will continue to be basad
on an asset allocation strategy aimed at consolidating
current returms and safeguarding consistency with liabili-
ties to the policyholdars.

The imnvestmant strategy for ficed-income investments

Appendices

daims at portfolio diversification, in both gowernmernt
bonds and corporate bonds. This is in order to ensure
adequate profitability for the policyholders and a satis-
factory returm on capital, while maintaining a controlled
risk profile.

Altarnative investments are considered appealing dus to
their contribution to porifolio diversification, but overall
invastment volumes are impacted by the limited supply
and the high quality characteristics required by invest-
ment policies.

Equity exposure will be kept substantially stable.

Mew investments in the real estate sector will be primar-
ity oriented towards the European market and, only as
opportunities arisa, other geographical areas in ordar to
improve the overall divarsification of tha porifolio. In ad-
dition, attention is focused on the efficiency of existing
partfolic management to boost owerall retums.

Daspite the challenging environment and the high volatil-
ity of the financial markets, in 2017 the Group expects to

increase ghareholder remunaration, consistertly with the
strategic plan presented to tha market.
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