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U.S. pensions: assets growing strongly but
retirement risks also increasing

Paris, January 8, 2009

A new report from Allianz Global Investors AG (AllianzGl), one of the world’s largest asset
management companies, reveals that the U.S. pension landscape is in a state of transition and
that as a result the population will be exposed to evermore retirement risks.

Key findings of the study include:

e The U.S. pension system is in a state of transition, which can be identified by three trends:
> Less generous social security benefits due to demographic developments
> The continuing shift from defined benefit (DB) to defined contribution (DC) pension plans
> A structural change from company pension plans towards individual plans

e The U.S. population is exposed to increasing retirement insecurity, five main drivers can be
identified:
> Insufficient coverage
> Poorly-targeted tax incentives
> Rising health care costs
> Current economic conditions
> Neglected asset decumulation
e The U.S. has the largest and most developed funded pension market which is estimated to grow
between 3 - 5.8% p.a. and reach between $25.5 trillion and $36 trillion by 2020.

Retirement at Risk: The U.S. Pension System in Transition investigates the problems arising from
declining Social Security benefits and the evident shift in the occupational pensions landscape in the
U.S. — namely the shift from defined benefit to defined contribution plans. It also gives a broad overview
of the growth in U.S. household financial assets (driven by efforts to build pension entitlements) and
provides projections on how pension assets in the U.S. could develop over the next decade.

Social Security in the U.S. is in bad shape. Over the coming two decades around 78 million baby
boomers will enter retirement reducing the worker-per-beneficiary ratio from 3.2 today to 2.2 in 2030.
However, the situation is less severe than in other industrialised countries, such as Japan or Western
Europe, as migration will keep the U.S. population growing, however at a decreasing rate. If there is no
reform to Social Security’s financing and benefit formulas then the U.S. government will have to take on
new debt, raise taxes, or reduce other expenditures once the Social Security trust fund assets are
exhausted. Instead, according to the Social Security Board of Trustees, Social Security could be
brought into actuarial balance by either reducing benefits by 20%, increasing payroll taxes by 15.6% or
a combination of the two.

Brigitte Miksa, Head of International Pensions at AllianzGl, says, “Even in a country that is only
modestly affected by demographic change, an aging population does not come without cost.”

The shift from DB to DC raises major challenges for future financial security. The first is actually
participating in an employment-related pension plan. In contrast to DB plans, most DC plans operate on
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a voluntary basis and this voluntary participation is considered to be the main reason behind the low
coverage of workplace pension plans. Almost 50% of the total workforce in the U.S. does not participate
in an employer-sponsored pension plan. While the Pension Protection Act tackles employee inertia by
introducing auto-enrollment, it ignores the question of access, which is the foundation of broader
coverage.

Furthermore, asset balances in DC accounts are far from sufficient, and medical inflation may erode the
nest eggs of many retirees. Healthcare costs are estimated to skyrocket to $4.3 trillion (19.5% of GDP)
by 2017 compared to $2.1 trillion in 2006. The demand for employer-sponsored health care may crowd-
out voluntary employer contributions to existing pension plans.

For the baby boomer generation, financial security is foremost about distributing pension wealth
prudently. Intelligent decumulation strategies and sustainable spending patterns will be key. They
require investment strategies that not only target returns but include appropriate risk management
strategies and that take account of individual characteristics such as age, life expectancy and target
retirement date.

Despite these challenges, the research highlights that the U.S. pensions market holds a lot of promise.
At year-end 2007 total pension assets for U.S. households were $17.3 trillion — the largest and most
developed pension market worldwide. In the coming years, the build-up of financial assets is likely to
remain dynamic, with growth driven by efforts to build up pension entitlements. Shifts in the financial
portfolio of households are expected as baby boomers begin restructuring assets to generate a largely
secure, regular flow of income for retirement. This can already be seen by the booming demand for
annuities.

U.S. household assets are expected to grow to just over $75 trillion by 2020 (4% p.a.). Due to
projections of Allianz Group Economic Research and Development, investment in funds are likely to
see the strongest growth, continuing the trend in institutionalising private investment. Though the share
of insurance and pension funds will probably remain broadly stable, Individual Retirement Accounts
(IRA) assets will grow strongly, helping to further increase the share of pension assets to 45% by 2020.
U.S. pension asset levels are expected to be between $25.5 trillion taking account of the current
economic crisis and $36 trillion by 2020.

Brigitte Miksa concludes: “Current economic conditions may impact long-term pension saving by
tempting people to draw-down pension assets to alleviate financial hardships such as mortgage
financing problems. However, even the most pessimistic scenarios foresee a large accumulation of
pension wealth of min. $25.5 trillion in the coming decade.”

With the shift from DB to DC and the related move from highly standardised company pension plans to
individual responsibility, attention will have to move beyond pure asset accumulation to a focus on the
entire life-cycle and the sustainable spending of retirement income. The key challenge is the integrated
management of the different risks associated with long-term investments such as market risk, inflation,
longevity as well as health risks.

- Ends -
For further information please contact:
Marc Saint Raymond, Phone +33157868540, Email Marc.saint-raymond@allianzgi.fr

Claudia Mohr-Calliet, Phone +49 89 1220 7435, Email: Claudia.mohr-calliet@allianzgi.com
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Order a hard copy of the working paper via email at: International.Pensions@allianzgi.com
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About Allianz Global Investors

Allianz Global Investors AG (AllianzGl), a subsidiary of Allianz SE, is a management holding company for a
network of investment specialists in the most important institutional and retail markets around the world. Through
PIMCO, RCM, Oppenheimer Capital, NFJ, Nicholas-Applegate and several other specialist firms AllianzGl offers its
clients a broad variety of investment competencies, covering all equity and fixed income investment styles as well
as balanced products and alternative investments. With 970 billion Euro Assets under Management (2007),
AllianzGl ranks amongst the top investment management companies worldwide. Through its network of more than
4500 employees around the globe, including more than 900 investment professionals, AllianzGl is able to leverage
local expertise and market knowledge to its clients all over the world.

Legal Notice

No Offer/Local Restrictions:

Nothing contained herein should be construed as a solicitation of an offer to buy or offer, or recommendation, to
acquire or dispose of any security, commodity, investment or to engage in any other transaction. Allianz Global
Investors offers a number of products and services designed specifically for various categories of investors in
various countries and regions. Not all products will be available to all investors. These products or services are only
offered to such investors in those countries and regions in accordance with applicable laws and regulations. The
information provided is not intended for distribution to, or use by, any person or entity in any jurisdiction or country
where such distribution or use would be contrary to law or regulation.

Cautionary note regarding forward-looking statements:

Certain of the statements contained herein are, or may be deemed to be, forward-looking statements within the
meaning of the United States Private Litigation Reform Act of 1995. These forward-looking statements and other
statements of future expectations are based on management’s current views, intentions, expectations and
assumptions and, by their nature, involve known and unknown risks and uncertainties that could cause actual
results, performance or events to differ materially from those expressed or implied in such statements. These
forward-looking statements include all matters that are not historical facts. In addition to statements which are
forward-looking by reason of context, the words ‘may, will, would, could, should, expects, plans, goal, target, aim
intends, anticipates, believes, estimates, predicts, potential, or continue’ or in each case their negative or other
variations and similar expressions identify forward-looking statements. Forward-looking statements are not
guarantees of future performance. Actual results, performance or events may differ materially from the impression
created by such statements due to, without limitation, (i) general economic and business conditions, including in
particular economic conditions in the Allianz Group’s core business and core markets, (ii) performance of financial
markets, including emerging markets, (iii) the frequency and severity of insured loss events, (iv) mortality and
morbidity levels and trends, (v) persistency levels, (vi) the extent of credit defaults (vii) interest rate levels, (viii)
currency exchange rates including the Euro-U.S. Dollar exchange rate, (ix) changing levels of competition, (x)
changes in laws and government and other regulations, including monetary convergence and the European
Monetary Union, (xi) changes in the policies of central banks and/or foreign governments, (xii) the impact of
acquisitions, including related integration issues, (xiii) reorganization measures, (xiv) industry trends, (xv) changes
in political and economic stability, and (xvi) general competitive factors, in each case on a local, regional, national
and/or global basis. Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist
activities and their consequences. The matters discussed herein may also involve risks and uncertainties described
in Allianz SE’s Form 20-F and from time to time in Allianz SE’s other periodic filings with the U.S. Securities and
Exchange Commission.

Forward-looking statements speak only as of the date they are made. Other than in accordance with our legal and
regulatory obligations, the company assumes no obligation to update or revise publicly any forward-looking
information contained herein, whether as a result of new information, future events or otherwise.



