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APIR Code
N/A

Asset / Sub-Asset Class
Retirement Products
Protection Products

Investment Style
N/A

Investment Objective
To provide investors with the ability to
access guaranteed retirement income for
life, whilst managing risks to the
sustainability and stability of an investor’s
retirement income and provides flexible
access to savings during retirement,
should an investor’s needs change.

Zenith Assigned Benchmark
Not Applicable

Fees (% p.a., Incl. GST)
Management Cost: 0.80%
Performance Fee: N/A

ABSOLUTE RISK (SECTOR)

VERY HIGH

HIGH

MODERATE

LOW

VERY LOW

RELATIVE RISK (FUND WITHIN SECTOR)

VERY HIGH

HIGH

MODERATE

LOW

VERY LOW

INCOME DISTRIBUTIONS PER

MONTH QUARTER 6 MONTH ANNUM

INVESTMENT TIMEFRAME

1-2 YRS 3-4 YRS 5-6 YRS N/A

VIEWPOINT
AGILE, managed by Allianz Retire+, is a lifetime-guaranteed annuity product, which allows
investors to grow their capital base in a protected (or partially protected) structure, receive a lifetime
income stream and retain access to capital. In Zenith's opinion, AGILE is an innovative retirement
income solution, with the flexibility to customise the asset mix, commencement date of income
payments and the linking of income payments to increases in the Australian share market.
Moreover, the product, provides full access to the underlying Investment Value in the event of
death or voluntary withdrawal (after ten years), addressing one of the key limitations of traditional
annuity products.

Allianz Retire+, established in 2018, is a specialist retirement products business, which seeks to
address the needs of Australia’s growing retiree population. Zenith highlights that while the broader
traction of Allianz Retire+ across the adviser market has been moderate, we believe that the
demand for innovative retirement products is growing (both from a demographic and regulatory
perspective), with the firm well-positioned to leverage its strong global capabilities.

AGILE is a flexible lifetime annuity that enables annuitants to grow their capital, in a capital-
protected (or partially protected) structure during the Growth Phase, whilst investing with the
certainty of known future income levels (at the time of investment). At the time of purchase,
annuitants are required to invest in a 'Growth Phase' period which is a minimum three year term,
where no income is payable and capital is invested in one of four growth options including
Australian and Global Equities and a full or partial protection option.

A key feature of each investment option is the Maximum Return, which represents the capped
positive return that an investor receives over a twelve month period, based on a point-to-point
crediting approach. The latter refers to the approach of locking in annual returns (or loss) at each
anniversary date, irrespective of intra-period movements.

In Zenith's opinion, the combination of downside protection (or partial protection) and capping
returns is a cost effective and efficient mechanism to generate market-linked returns. While we
believe there is scope to increase the mix of asset classes and move beyond a point-to-point
crediting approach, the product is functionally-sound to provide market-linked returns whilst
providing drawdown protection.

At the end of the Growth Phase, investors transition to an Income Phase where a lifetime monthly
income stream is payable. At the commencement of the Income Phase, investors are automatically
placed in the Australian Equity Index - Total Protection option, and investors can elect to have their
income payments indexed to positive movements in the Australian equity market, noting that
payments remain unchanged if market returns are negative.

Zenith highlights the simplicity of the approach and the ability for investors to grow their income
stream in line with the performance of the Australian equity market. Presently, there is no option for
annuitants to link payments to increases in Consumer Price Index (CPI), thereby limiting the ability
to directly protect against the effects of rising inflation. While this potentially reduces the
attractiveness of the product, the ability to link payments to the Australian equity market is expected
to provide a degree of inflation protection, noting the tendency of equities to outperform inflation
over the long term.

All policyholder funds are invested in Allianz's Statutory Fund 2, which in turn is managed by
PIMCO under an Investment Management Agreement (IMA) and in accordance with a Strategic
Asset Allocation (SAA) which is set by Allianz Retire+ in consultation with Allianz Investment
Management (AIM). The SAA is determined with reference to forecast fixed interest yields, capital
charge constraints and market liquidity.

FUND FACTS
Ability to lock in income rate at the time of purchase●

Flexibility to select investment exposures and the amount of capital protection●

Provides unrestricted access to capital after 10 years or in the event of death●

Zenith charges a fee to the Product Issuer to produce this report.
For further information please refer to the Disclaimer & Disclosure at the end of this report.
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APPLICATIONS OF INVESTMENT

SECTOR CHARACTERISTICS
Retirement products encompass a wide range of strategies.
Most commonly, Zenith’s universe of Retirement products
involve either protection or income strategies.

Protection strategies typically involve market linked products
with an insurance overlay or some form of guarantee to provide
certainty of outcome. Such strategies typically facilitate
protection on either an investor’s income, capital or both. They
can also include the generation of lifetime income streams. It is
important to note that Zenith does not include complex
structured products using reference assets with capital
guarantees or protection in this category.

Income strategies typically encompass annuities and account
based pensions. While investment structures and terms vary,
generally most income strategies are designed to produce
stable income streams over a defined period. They also tend to
be structured to provide pre-determined outcomes regarding
the investment principal although this will not always imply a
guaranteed return of capital (Note: this does not apply to
account based pensions).

Annuities have set levels of income yield determined at the
outset of an investment and this income is contractually
obligated by the provider. Annuities tend to be the least flexible
type of retirement income products but also tend to carry less
risk. They generally also provide different levels of protection
against longevity risk.

Account based pensions tend to be more flexible regarding
income levels and also underlying investment choice. However
they also tend to be exposed to market fluctuations in the
underlying investments and adding longevity protection can be
difficult to implement.

PORTFOLIO APPLICATIONS
AGILE is a flexible retirement income product, which offers the
dual benefit of achieving income certainty in retirement and
providing the opportunity for protected or partially-protected
capital growth, prior to commencement of income.

The product is suited to investors who are in the transition to
retirement phase (TTR) or the later stage of retirement savings
accumulation, and seeking flexibility with respect to the
commencement of income payments and also the ability to link
those payments to positive movements in the Australian share
market. In Zenith's opinion, a key attraction of the product is
the full access to capital in the event of death, noting that the
entire Investment Value will pass to the estate. This differs to
many other annuity providers where there may not be a
commutation value at the end of a pre-defined period.

Through the Income Phase, AGILE will pay either fixed
monthly payments or payments linked to positive movements
in the Australian share market up to the Maximum Return.
While an inflation-linked option is not offered, over the long-
term, Australian Equities generally provide a positive real
return, which should enable investors to protect against the
effects of inflation. For the market-linked option, annuitants
start with a lower monthly payment, reflecting the expectation
that payments will increase over time.

The AGILE Product is designed to be held for long-term, with
Allianz Retire+ discouraging investors from adopting a short-
term investment horizon. For those investors seeking to
redeem prior to the maturity date, Allianz Retire+ permits a free
withdrawal amount of 5% p.a. of the account balance (at
commencement) during the Growth Phase, which is referred to
as the 'Free Withdrawal Amount'. Any withdrawals exceeding
this amount will be subject to a Market Value Adjustment
(MVA) which is payable in the first ten years and not applicable
thereafter.

The MVA comprises a range of inputs including movements in
interest rates, market volatility and the costs of selling assets,
unwinding derivatives contracts and other ancillary costs. A key
input to the MVA is the movement of a reference rate, which is
a hybrid Fixed Income benchmark comprising Government and
Corporate Bonds.

In terms of tax, AGILE is characterised as an annuity, therefore
payments are divided into deductible and assessable amounts.
The deductible amount represents the portion of a payment
which is a return of capital, and the amount is tax free. Any
amount in excess of this forms the assessable amount and is
included in the policyholder's assessable income.

For the purposes of social security, AGILE is classified as an
asset-tested income stream (lifetime) product, with its
treatment determined by a range of factors, including age and
whether it's held within accumulation or retirement phase. For
example, a superannuation investor purchasing an annuity in
retirement phase, the higher of (a) the death benefit, and (b)
60% of the purchase amount until age 84 or a minimum of 5
years, 30% thereafter is assessable under the Assets Test and
60% of Lifetime Income Payments under the Income Test.

Zenith recommends for investors to seek tax advice on your
personal circumstances from a qualified tax adviser prior to
investing.

RISKS OF THE INVESTMENT

SECTOR RISKS
Funds within the "Retirement Products" sector are generally
exposed to the following broad risks:

GUARANTEE/INSURANCE RISK: Any guarantees of capital
or income offered by issuers of retirement income products are
reliant on the issuer's (or relevant statutory entity's) ability to
meet financial obligations as and when they fall due. As such
investors in such products are exposed to credit risk.

REGULATORY RISK: Changes in government policies,
regulations and laws can affect the value, and/or tax treatment,
of investments in retirement income products.

MANAGEMENT RISK: Management risks can encompass a
wide range of factors relating to personnel (key person risk),
counterparty risk (risk of management not being able to fulfil
their duties due to insolvency etc.) and skillset (ability to
effectively and efficiently carry out strategies).

ILLIQUIDITY RISK: Many retirement income products have
fixed investment terms, making them unsuitable for investors
who may require access to capital.

SOCIAL SECURITY RISKS: Investment into retirement
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income products may impact eligibility for social security
benefits. Specialist advice should be sought in this regard.

FUND RISKS
Zenith has identified the following key risks of the Product.
Although Zenith believes the risks noted are all significant, we
have listed them in order of importance. In addition, we have
not intended to highlight all possible risks.

EARLY WITHDRAWAL RISK: Investors withdrawing during
the initial ten-year period will potentially be liable for punitive
early withdrawal fees. Namely, during the Growth Phase, an
investor that withdraws an amount in excess of the Free
Withdrawal Amount (FWA) (approximately 5%), will be subject
to a Market Value Adjustment (MVA), reducing the Investment
Value received. For example, if an investor wishes to redeem
at the end of year two and bond yields have increased by 2%,
the MVA will be in excess of 20% (e.g. investors will lose more
than 20% of their initial investment.

MAXIMUM RETURN RISK: Given the Maximum Returns are
reset on the anniversary date of each policy, there is a risk that
they change over the term of the product, resulting in less
competitive return outcomes.

MANDATE RISK: Given the tight investment mandate under
which PIMCO manages the assets of the Statutory Fund, there
is limited scope to generate excess returns, potentially
impacting the yield available to purchase index exposure
therefore the Maximum Return. Further, there is a risk that the
current investment arrangements do not leverage the strength
or quality of views from PIMCO's Global Investment Committee
(GIC).

POINT-TO-POINT CREDITING RISK: Based on the product's
design, All ianz Retire+ only locks in gains on each
policyholder's anniversary date. Therefore, it is possible that
equity markets increase by more than 20% during the first part
of the year and may retrace by the same amount in the second
part of the year, resulting in zero capital appreciation.
Accordingly, investors are subject to point-to-point crediting
risk.

INFLATION RISK: Given the product does not offer a CPI
indexation option, there is a risk that investors' 'real' income
decreases, particularly if equity markets lag inflation over an
extended period.

QUALITATIVE DUE DILIGENCE

ORGANISATION
Allianz Retire+ (the business name for Allianz Australia Life
Insurance Limited (AALIL)) is a majority-owned subsidiary of
Allianz SE (Allianz), a global insurance and asset management
business headquartered in Munich, Germany. Allianz is listed
on the Frankfurt Stock Exchange and employs over 159,000
personnel.

Allianz Retire+ was established in 2018 to develop a suite of
financial retirement products to address the needs of
Australia’s growing retiree population. The business was
launched in collaboration with PIMCO Australia Limited
(PIMCO), who provides a range of investment management
and support services (including underlying investment
management). PIMCO is majority owned by Allianz SE,

managing approximately $US 1.8 trillion globally across a
range of Global Fixed Income strategies (as at 28 February
2023).

AGILE leverages the product design and structuring
capabilities of the broader Allianz Group, which manages a
range of similar products offered across multiple jurisdictions.
Allianz Investment Management (AIM) is the principal body for
managing AGILE's underlying market-linked exposures and
derivatives hedging.

In our opinion, the partnership between Allianz and PIMCO
creates a strong platform to build a sustainable retirement
products business. In particular, the latter’s investment
management capabilities augment Allianz’s expertise in
managing and structuring retirement products. Further, the
Allianz Retire+ business has been funded with patient and
long-term capital, which extends over a multi-year investment
horizon.

WARNING: Information regarding credit ratings is
intended to be only for persons who are "wholesale
clients' within the meaning of section 761G of the
Corporations Act 2001 (Cth).

Allianz currently has an issuer financial strength credit rating
from Standard & Poor’s (S&P) issued in March 2023 and is
current as at the date this report was issued. The S&P rating
for Allianz is AA (Stable Outlook). Readers should be aware
that while the S&P credit rating implies ‘Investment Grade’
creditworthiness (as viewed by market participants), such a
view is only held over the short to medium term and may
change without warning.

The continued creditworthiness of AALIL as a guarantor to
AGILE, while currently positive, is not assured on an ongoing
basis. Under the Life Insurance Act (1995) (Clth), APRA has a
rigorous set of requirements in place to ensure that AALIL
holds a minimum amount of statutory capital in its management
operations and investment portfolios.

APRA regularly monitors solvency and capital, requiring AALIL
to hold an additional buffer of capital reserves in excess of
minimum requirements. This is to provide for capital
movements which may arise through market movements.
APRA's stringent regulation of the Life Act provides a
safeguard against AALIL’s credit risk.

In terms of the AGILE product, the product was launched in
March 2023 and is yet to gain critical scale.

Zenith highlights that the level of traction across the advisory
market for the Allianz Retirement Products has been steadily
growing, albeit slower than Allianz's original business plan.
Going forward, as the demand for innovative retirement
products increases (both from a demographic and regulatory
perspective), Allianz should be well-positioned to build on its
strong market presence and commitment to retirement
investing.

INVESTMENT PERSONNEL

Name Title Tenure

Julian Foxall Allianz Retire+ - Head of
Investments 5 Yr(s)
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Name Title Tenure

Robert Mead
PIMCO - Co-Head of Asia-
Pacific Portfolio
Management

19 Yr(s)

Responsibility for the performance of AGILE rests with the
AALIL Board, which comprises both internal and external, non-
executive directors. The Board is chaired by David Plumb and
includes three independent directors (including Plumb). While
the Board performs an important oversight role, a Management
Committee provides operational and strategic leadership on a
day-to-day basis. The Committee comprises Adrian Stewart,
Managing Director; Sandrine De Bonhome, Chief Financial
Officer (CFO) and the heads of the major business functions.

Further, specialist sub-committees have been established to
oversee a range of financial and non-financial risk functions,
including: Senior Leadership Team; Finance; Customer and
Product; Risk and a Rate Committee.

Zenith is supportive of the strong governance framework
underpinning the AGILE product. In particular, the composition
of the AALIL board coupled with clear terms of reference for
each committee, ensures the product is managed in
accordance with the best interests of policyholders.

In terms of key investment personnel, Sydney-based, Julian
Foxall, Head of Investments, is responsible for managing the
Strategic Asset Allocation (SAA) setting process and working
with PIMCO to develop the underlying investment strategy of
the Statutory Fund 2 (which ultimately supports Allianz's ability
to meet the obligations of its policyholders). Foxall’s remit is
relatively broad, including liaising with AIM and PIMCO to
generate the SAA for the Statutory Fund, mandate design, and
modelling the product’s caps and floors.

Prior to joining Allianz Retire+, Foxall was a portfolio manager
at PIMCO for 17 years, responsible for a range of domestic
and Global Fixed Interest portfolios. In Zenith’s opinion, Foxall
is a highly competent investment professional with a diverse
skill set. While his background is fixed interest centric, the
overlap with asset allocation and developing asset/liability
matching strategies is considered high.

Peter Andric, Chief Risk Officer oversees the risk function and
is responsible for designing and administering the firm’s risk
management process. Andric assumed the role in November
2020 and prior to joining Allianz Retire+, provided risk advisory
services at Ernst Young and also spent a decade at the
Australian Prudential Regulatory Authority (APRA) supervising
banks, insurers and super funds.

In terms of managing the assets of the Statutory Fund, PIMCO
has been appointed as the underlying investment manager.
The PIMCO Australian investment team is led by Robert Mead
who is Co-Head of Asia-Pacific Portfolio Management and
ultimately responsible for the performance of the mandate.
Prior to joining PIMCO in 2003, Mead was the Head of Non-
U.S. High Grade Fund Management at Citigroup Asset
Management. With over 31 years of industry experience,
Zenith considers Mead to be a high-quality fixed interest
investor, with sound credentials to manage a conservative
fixed interest mandate.

In sum, Zenith is supportive of the investment arrangements
underpinning AGILE. The structure leverages Allianz’s global

expertise in managing annuity products and at the same time,
benefits from PIMCO’s experience in managing life insurance
assets.

INVESTMENT OBJECTIVE, PHILOSOPHY AND
PROCESS
AGILE is a flexible lifetime annuity that enables annuitants to
initially grow their capital, in a capital-protected (or partially
protected) environment, whilst investing with the certainty of
known future income levels (at the time of investment). In
terms of the latter, fixed payment and market-linked options,
also afford flexibility to tailor income levels and/or use the
product in a broader portfolio construction framework.

Zenith highlights that the product is designed to support
investors transitioning from pre-retirement to pension phase,
offering the flexibility to grow capital, achieve income certainty,
whilst maintaining access to capital in the event of death (or
due to a change of circumstances). In our opinion, the
innovative product design combines features of a range of
fixed term and market-linked annuities, with more favourable
capital access rules.

AGILE can be divided into Growth and Lifetime Income
Phases, where investors initially grow their capital (Growth
Phase) before commencing a lifetime income stream (Income
Phase). The following section outlines each of the respective
phases.

Growth Phase

At the time of purchase, annuitants are required to invest in a
'Growth Phase' period which is a minimum three year term,
where capital is invested in one of four growth options (detailed
below). Investors retain the flexibility to select the length of the
period, based on their personal circumstances and/or their
transition to retirement plans. Thus, the period can be as long
as ten years and annuitants can remain in this period as a
maximum until age 100.

Over this period, investors have the opportunity to grow their
capital base, within a risk-managed structure and potentially
increase their payments in the Income Phase. The following
section outlines each of the investment options.

Australian Equity Index - Total Protection - allows investors
to participate in the upside of the movement of the S&P/ASX
200 Total Return Index up to the relevant Maximum Return,
with protection against negative index returns before fees,
premiums and taxes.

Australian Equity Index - Partial Protection - is based on the
movement of the S&P/ASX 200 Total Return Index up to the
relevant Maximum Return (before fees, premiums and taxes)
and investors are protected against the first -10% of negative
index returns. For example, if the index declines by 15%
(before fees and taxes), an investor's balance would decline by
5% over the period.

Global Equity Index - Total Protection - is a protected
investment option based on the movement of the MSCI World
Net Index TR (AUD) up to the Maximum Return and is
protected against all negative index returns.

Global Equity Index - Partial Protection - provides investors
with exposure to movements in the MSCI World Index TR
(AUD) up to the relevant Maximum Return, with protection
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against the first 10% of market losses. Thus, under a scenario
where the index declines by 20% in a 12-month period (from
anniversary to anniversary date), an investor's balance would
decline by 10% (before fees and taxes).

A key feature of each investment option is the Maximum
Return, which represents the capped positive return that an
investor receives over a twelve month period, based on a
point-to-point crediting approach. The latter refers to the
approach of locking in annual returns (or loss) at each
anniversary date, irrespective of intra-period movements.

The approach is a part of a broader underlying derivatives
overlay (DO), where AIM simultaneously buys put and call
options, to create an annuitants level of protection and
Maximum Return. For example, for a Partial Protection option,
AIM purchases an at-the-money (ATM) put option and sells a
10% out-of-the-money (OTM) put option, which in effect means
that investors are protected against the first 10% of losses, and
then fully exposed to any losses that exceed 10%.

In terms of upside, AIM purchases at-the-money call options on
the relevant index (S&P/ASX 200 Total Return Index or MSCI
World TR Index) and subject to the level of protection, sells
OTM call options (or the upside), beyond the Maximum Return
level. In effect this strategy means that investors are protected
against the first 10% of losses, and then fully exposed to any
losses that exceed 10%. On the upside, investors participate in
moves in the index up to the level of the Maximum Return.

To illustrate the Maximum Return level, for the Australian
Equity - Partial Protection option, investors can achieve a
return of up to 13% for a 12-month period, based on April 2023
rates.

In Zenith's opinion, the combination of downside protection and
capping returns is a cost effective and efficient mechanism to
deliver capital certainty. While we believe there is scope to
increase the mix of asset classes and move beyond a point-to-
point crediting approach, the product is well-positioned to offer
investors equity upside whilst providing downside protection.

Income Phase

At the end of the Growth Phase, investors transition to an
Income Phase where a guaranteed lifetime monthly income
stream is payable. While the income rate is based on the
annuitant's age and locked in at the time of purchasing the
annuity, the actual payment amount is a function of the
Investment Value multiplied by the income rate and escalator.
In simple terms, the longer the deferral period, between
purchasing the annuity and receiving income payments, the
higher the payment rate over the remainder of the annuitant's
life.

The deferral period length is reflected in the income escalator,
which is the amount by which the income rate increases over
the Growth Phase period, which is also a function of age at the
commencement of the policy and the term of the Growth Phase
period. In simple terms, if a Growth Phase period was five
years and the annual escalator amount was 0.4% p.a., then the
income rate increases by 2.0% (i.e. five years multiplied 0.4%).

Zenith highlights that the escalator rate is based on an
arithmetic calculation approach which is simple and easy to
understand. Notwithstanding, our preference is for a geometric

approach, to maximise the level of income for annuitants.

At the commencement of the Income Phase, investors are
automatically placed in the Australian Equity Index - Total
Protection option, where they can profit from positive
movements in the Australian equity market, subject to the
Maximum Return limit (detailed earlier), whilst being protected
against any negative market performance.

Furthermore, investors can elect to have their income
payments indexed to positive movements in the Australian
Equity Index, noting that payments remain unchanged if the
market performance is negative. Additionally, investors can
select a Fixed Option, where income payments are fixed for the
lifetime of the annuitant. For the Australian equity-linked option,
the starting rate is lower (relative to the fixed option), reflecting
the expectation that payments will increase over time.

Zenith highlights the simplicity of the approach and the ability
for investors to grow their income stream in line with the
performance of the Australian equity market. Nonetheless, we
would prefer more flexibility in terms of tailoring the underlying
asset class exposure, to include Global Equities and/or a mix
of Australian and Global Equities.

Furthermore, there is no scope for annuitants to link payments
to increases in Consumer Price Index (CPI), thereby limiting
the ability of AGILE to provide 'real' income outcomes. While
this potentially reduces the attractiveness of the product, the
ability to link payments to the Australian equity market is
expected to provide a degree of inflation immunisation, noting
the ability of equities to outperform inflation over the long term.

Statutory Fund 2

At the time of investment, beneficiary funds are invested in the
AALIL Statutory Fund 2 and pooled with all beneficiaries. This
vehicle is regulated under the Life Insurance Act and
supervised by APRA, which includes ensuring that sufficient
capital is held to withstand a one in 200-year shock event.

The assets of the Statutory Fund are managed in accordance
with a Strategic Asset Allocation (SAA) which is set by Allianz
Retire+ in consultation with AIM. The underlying SAA changes
over time to reflect a range of factors including available
investment options, duration of liabilities and economic
conditions. Further, Allianz maintains separate SAA's for the
pool of liabilities in the Growth and Income Phases, with the
underlying mix matched to the expected liability profile.

Based on the current SAA of Statutory Fund 2, the Growth
portfolio comprises predominantly Australian government and
corporate securities, with the current duration profile of
approximately 9.8 years and a yield of 4.18% (as at 31 March
2023). The SAA for the Income portfolio is longer duration
(11.74 years) with a higher allocation to Investment Grade
Credit and a yield of 4.49% (as at 31 March 2023).

Zenith is supportive of the SAA setting process, most notably
PIMCO's ability to manage a pool of assets which support
longer-term liabilities.

SECURITY SELECTION
Investment management responsibility for the underlying fixed
interest portfolio has been outsourced to PIMCO under a
traditional investment management agreement (IMA)
arrangement. The following section outlines PIMCO’s
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investment philosophy and approach to security selection.

PIMCO's investment process is anchored to the belief that the
first and most important step in constructing fixed interest
portfolios is establishing robust, long-term macro-economic
forecasts. This provides a common framework to draw upon
when constructing all portfolios managed by PIMCO,
irrespective of strategy. These long-term forecasts are formally
reviewed and refined annually at a three-day event, termed the
Secular Forum, attended by senior PIMCO investment
personnel. This event culminates in a holistic view of structural
trends, key issues and their implications over a three to five-
year forward timeframe.

Bottom-up credit analysis is conducted by PIMCO's specialist
teams, covering a range of fixed interest sectors, such as
Investment Grade Credit, Mortgages and Bank Loans. Each
team consists of experienced analysts who conduct
independent security analysis in an effort to identify attractive
opportunities.

Although the credit analysts focus on bottom-up analysis, the
credit selection process is guided by PIMCO's top-down views.
This ensures that analysts focus their attention on sectors,
regions and industries that have been highlighted by the GIC
as attractive, rather than those sectors, regions and industries
that are deemed less attractive.

The credit research focuses on both the issuer and the
underlying specific issues. At the issuer level the analysts
assess business and financial metrics, such as industry
dynamics, management quality, leverage and cashflow. A
prerequisite of this assessment is access to and a meeting with
company management. At the security level analysts evaluate
capital structure, covenants, liquidity as well as relative value.

Analysts utilise a standardised internal, one-page template to
convey a prospective issuers' independent credit rating,
business outlook, risk rating and relative value and conclude by
providing a buy/sell recommendation (including a suggested
holding period).

PIMCO's internal risk rating system (Green, Yellow and Red
traffic light system) is utilised to assess credit risk.

Green - Requires an ongoing review of the bond issue with
the risk relative to the rating being stable to improving.
Operational and event risk is unlikely to lead to a significant
credit risk.

●

Yellow - The bond issue is closely monitored for a potential
up/downgrade. The presence of an operating or event risk
that could lead to a significantly weaker credit profile.

●

Red - Analysts investigate and communicate the firm-wide
risk position in the issue. Viability of the issuer as a going
concern is in serious question. Portfolio Managers require
CIO sign-off to purchase these securities.

●

In determining valuations, the specialists teams also utilise
PIMCO's extensive library of proprietary analytical software in
order to quantify risk and relative value. The teams will
research and identify best ideas, provide the GIC with sector
analysis, intelligence and implement the trades once
instructed.

In addition to PIMCO's standard credit research process,
companies are formally scored based on a range of

Environmental, Social and Governance (ESG) metrics, which is
reflected in an ESG score of one to five, with five indicating
best practice. The score includes a peer relative assessment
and a measure of the direction of a firm's ESG profile (i.e.
improving, stable or deteriorating) and is a formal input to the
security selection decision.

All research is stored in a credit research repository, which
includes changes in rating and opinions. As a further check,
analysts are asked to examine a different client portfolio each
week and re-affirm their opinions on all relevant holdings.

An interesting feature of the credit research process is that on
a monthly basis, analysts are required to produce their top
buys and sells within their respective sectors. This list is then
reviewed by the Head of Credit Research and disseminated to
the credit portfolio management team for consideration of
implementation into portfolios.

Zenith views PIMCO's credit security selection process as well
structured and believe that it effectively leverages the top-down
views of the GIC whilst combining sound bottom-up analysis.

PORTFOLIO CONSTRUCTION
The underlying assets of the Statutory Fund are invested in
accordance with an SAA, which ultimately generates the
returns, which support the income payments over an
annuitant's life.

The SAA is determined by Allianz Retire+ with strategic input
from AIM and to a lesser extent PIMCO. The process is
managed by Foxall, who draws on key inputs across each
organisation to derive the optimal asset allocation to maximise
the product's income rates and at the same time, ensure that
Allianz Retire+ can meet its liabilities. Foxall is supported by a
separate Finance Committee (FiCo) and Rate Committee,
which provides input on a range of investment related matters
including the appetite for credit risk and calibrating the
investment strategy to match the Fund's liability profile.

In terms of the underlying fixed interest portfolio, PIMCO
invests in a mix of government bonds, investment grade
securities and cash investments. To maximise the yield profile
of the portfolio, PIMCO employs a limited range of active
security selection strategies to generate incremental returns.

Both the investment manager PIMCO and AIM have
investment guidelines setting out respective investment
parameters and constraints. This includes asset sector limits,
credit limits, duration and derivative exposures.

The index participation feature is managed by AIM and is
achieved by investing in derivative contracts, predominately put
and call options, which deliver economic returns consistent
with the movement of the appropriate index within the bounds
of the Maximum Return and level of protection.

Derivatives are used to ensure that obligations with respect to
each protected investment option can be met by Allianz
Retire+. Note however, the derivatives strategy entered into
generally means that Allianz Retire+ does not have market
exposure beyond the Maximum Returns or level of protection
provided to investors.

In sum, Zenith considers the portfolio construction approach to
be sound, leveraging the strengths of PIMCO and AIM, with
further governance support from the FiCo and Rate
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Committees. In our opinion, as AGILE gains critical mass,
there will be further scope to expand PIMCO's investment
mandate, introducing additional active management strategies
and complementary asset classes.

RISK MANAGEMENT

Portfolio Constraints Description

Long-Term Indicative SAA as at 31 March 2023

Australian Goverment Bonds 39%

Semi-Government Bonds 9%

Corporate Securities - BBB Rated 25%

Cash 27%

Responsible Investment Exclusions N/A

Risk management is a groupwide responsibility, reflecting
Allianz Retire+'s approach to risk mitigation coupled with the
tight regulatory framework under which the product is offered.

As detailed earlier, AGILE is classified as a asset-tested
income stream (lifetime) product by APRA, and as such is
regulated under the terms of the Life Insurance Act. Under the
Act, a number of controls are in place which outline statutory
capital and solvency requirements, issuer financial strength
rating (as assessed by S&P), and economic capital
requirements.

The Act prescribes a minimum level of regulatory capital for
AGILE (or the Statutory Fund) and also sets out the
requirements in terms of the composition of the capital base.
Minimum capital levels are risk based and therefore contingent
on the level and types of asset risks held by the Fund.

The Allianz Retire+ Board has the ultimate responsibility for
risk management within the firm and has appointed a number
of Board Committees to meet its obligations. The principal
body includes a Board Risk Committee (BRC) which meets on
a quarterly basis and receives regular briefings from senior
management with respect to enterprise risk management
matters. Further, Allianz Retire+ has established a number of
management sub-committees which address specific areas of
risk such as; enterprise risk; investment and capital adequacy;
and underwriting and pricing.

From a day-to-day perspective, Andric is responsible for
designing and implementing the risk management and
compliance framework. This extends across providing advice
and support to the business and reporting on risk and
compliance matters to the Executive and Board.

In addition, AALIL has a number of hardwired systems controls
which monitor market risk and cash positions which are
calculated daily and compared to the relevant limits. AGILE's
custodian, NAB Asset Servicing (NAS) provides daily valuation
of assets, including derivatives and monthly performance
reports, which are reconciled with AIM and PIMCO.

The risk team monitors portfolio positions relative to the pre-
specified targets on a daily basis, with system-generated
reports flagging outliers, dispersion and changes. If a breach is
identified, the risk team works with the respective portfolio
managers to resolve, escalating any unresolved breaches to

the desk head, GIC or CIO.

Zenith believes PIMCO has a comprehensive risk management
framework in place, noting the strong risk management culture
ingrained in the organisation.

Responsible Investment
Given the nature of the product and the use of underlying
passive index exposures, there is limited scope for Allianz to
incorporate ESG factors into the product's design. Therefore,
Zenith has elected not to assign a Responsible Investment
classification.

As part of Allianz Group's approach to responsible investing,
Allianz Retire+ considers labour standards, environmental
aspects, social issues and ethical factors in selecting, retaining
and realising investments. Allianz Australia Life (AA Life)
applies the Allianz Group's investment restrictions which either
prohibit or require additional screening and ESG assessment
over investments in certain countries and/or business areas or
industries.

The investment restrictions of Allianz Group considers areas
such as human rights, environmental impact (climate change,
natural resources, pollution and waste), social impact (human
capital, product liability, stakeholder opposition and social
opportunities) and governance (corporate governance and
corporate behaviour).

In terms of managing the underlying assets of the Statutory
Fund, PIMCO has an established Environmental, Social &
Governance (ESG) Investment Policy Statement, which has
been developed to be consistent with a number of the globally
recognised bodies such as the UN Global Compact Principles,
the UN Guiding Principles on Business and Human Rights, and
the International Labor Organisation Conventions.

At a firm level, the primary body responsible for leading
PIMCO's RI platform is the Ethical & Social Governance (ESG)
Leadership Team which comprises Senior representatives from
across the firm. Collectively, the team is responsible for setting
the firm's ESG strategic direction, managing ESG work-
streams and monitoring the performance of ESG portfolios.

PIMCO's ESG policies are developed by the ESG Strategy
Group, which meets on a monthly basis and comprises over
TBC professionals. The Group includes employees from
across the PIMCO business ranging from investment & product
strategists, portfolio managers and analysts.

Further, an ESG Portfolio Management team has been formed
which sits as a conduit between the GIC and the other
speciality desks from across the PIMCO business. The team
comprises global portfolio managers and specialist ESG
personnel that are responsible for discrete elements of the
investment process.

Allianz SE and PIMCO are both signatories of the United
Nations Principles for Responsible Investment (UNPRI).

In Zenith's opinion, PIMCO's ESG framework is comprehensive
and well-implemented across its global research platform.

INVESTMENT FEES

The AGILE product has an annual product fee of 0.80% p.a.
(inclusive of GST) which is deducted from an investor's
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account on each anniversary date. The cost represents a 'full
look through' amount, including the underlying investment
management fees payable to PIMCO.

The fee is calculated daily based on each policyholder's daily
asset value (which includes withdrawals/payments made
during the year and any market movements). Zenith notes that
the fee is standardised across all investment options and does
not change depending on the investment strategy selected.

In addition, a Lifetime Income Premium of 1.15% p.a. is
payable on each anniversary date based on the Investment
Value at the start of the period. The premium does not impact
the level of income payments and effectively reduces the
Investment Value through both the Growth and Income
phases.

Zenith highlights that the Lifetime Income Premium is an
additional fee payable by investors, in effect, for the certainty of
income payable over a lifetime. Furthermore, the fee
represents a trade-off for investors (or beneficiaries) retaining
access to their capital (or Investment Value) in the event of
death or with no penalty after ten years. This differs to a
traditional annuity model, where the provider retains a portion
of the capital upon death or redemption, as compensation for
those annuitants that live beyond their life expectancy.

Overall, Zenith is supportive of the cost structure, noting the
balance between retaining access to capital and compensating
All ianz for assuming the l i fe expectancy r isk of i ts
policyholders. Furthermore, the approach is more transparent
relative to a traditional annuity provider approach, where
investors only have a crediting rate to assess, and have limited
viability on the actual margins or returns on equity (ROE)
achieved.

Early Withdrawal

The AGILE Product is designed to be held for long-term, with
Allianz Retire+ discouraging investors from adopting a short
term investment horizon. For those investors seeking to
redeem, Allianz Retire+ permits a free withdrawal amount of
5% of your account balance (at commencement) during the
Growth Phase, which is referred to as the 'Free Withdrawal
Amount'. Any withdrawals exceeding this amount will be
subject to a Market Value Adjustment (MVA) which is payable
in the first ten years and not applicable thereafter.

The MVA comprises a range of inputs including movements in
interest rates, market volatility and the costs of selling assets,
unwinding derivatives contracts and other ancillary costs. A key
input to the MVA is the movement of a reference rate, which is
a hybrid fixed income benchmark comprising government and
corporate bonds.

Zenith highlights that the reference rate is not static and
changes in line with the SAA and the duration profile of
policyholder liabilities. In our opinion, the reference rate should
be fixed, to provide greater transparency to investors. More
broadly, while the derivation of the MVA is relatively opaque,
minimum Withdrawal Values are regulated and prescribed by
APRA, which provides an additional safety net for investors.

Overall, we believe the overall cost of AGILE is competitive
relative to the level of structuring and investment management
supporting the product. Furthermore, the access to capital,

including without penalty in the event of death is a key
competitive advantage.

Fees Type Fund Sector Average
(Wholesale Funds)

Management Cost 0.80% p.a. 0.80% p.a.

Description

Performance Fee N/A

INCOME/GROWTH ANALYSIS
AGILE does not pay distributions in the Growth Phase, while
reverting to monthly payments in the Income Phase.

Each policyholder is entitled to a Free Withdrawal Amount
(FWA) of up to 5% of their annuity balance over a 12 month
period, with any excess amount subject to a MVA adjustment.

In terms of tax, AGILE is characterised as an annuity, therefore
payments are divided into deductible and assessable amounts.
The deductible amount represents the portion of a payment
which is a return of capital, and the amount is tax free. Any
amount in excess of this forms the assessable amount and is
included in the policyholder's assessable income.

For the purposes of social security, AGILE is classified as an
asset-tested income stream (lifetime) product, with its
treatment determined by a range of factors, including age and
whether its held within accumulation or retirement phase. For
example, a superannuation investor purchasing an annuity in
retirement phase, the higher of (a) the death benefit, and (b)
60% of the purchase amount until age 84 or a minimum of 5
years, 30% thereafter is assessable under the Assets Test and
60% of Lifetime Income Payments under the Income Test.

Zenith recommends for investors to seek tax advice on your
personal circumstances from a qualified tax adviser prior to
investing.

REPORT CERTIFICATION

Date of issue: 28 Apr 2023

Role Analyst Title

Author Rodney Sebire Head of Alternatives &
Global Fixed Interest

Sector Lead Andrew Yap Head of Multi Asset &
Austn. Fixed Income

Authoriser Bronwen Moncrieff Head of Research

ASSOCIATIONS & RELATIONSHIPS
ASIC Regulatory Guide RG79.164 requires Research Houses
to disclose certain associations or relationships that they may
have with a product issuer. We may receive remuneration from
an issuer or investment manager for subscription to our other
research/ data services or the research/ data services of our
related entities. Conflict management arrangements are in
place where we or our related entities provide research
services to the product issuer or financial advisory businesses
who provide financial planning services to investors and are
also associated entities of product issuers. This is in
accordance with the Zenith Group’s Conflict of Interests Policy.
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Further details in relation to our relationships and associations
are available on request.

RATING HISTORY

As At Rating*

28 Apr 2023 Recommended

Last 5 years only displayed. Longer histories available on request.

*In March 2021, Zenith implemented a new ratings methodology for products
classified as Traditional Index. Any rating issued from this date forward for
Traditional Index products only reflect this change in methodology, with the relevant
Traditional Index ratings being Index Approved, Index Recommended and Index
Highly Recommended. Ratings issued for Traditional Index products prior to March
2021 are retained for historical purposes in line with our regulatory requirements
and were issued in line with Zenith’s Fund Research Methodology. Further
information in relation to Zenith’s Traditional Index Research Methodology and
Traditional Index Ratings can be found on the Zenith website.
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DISCLAIMER AND DISCLOSURE

Zenith Investment Partners (ABN 27 103 132 672) is the holder of Australian Financial Services Licence 226872 and is authorised
to provide general financial product advice. This Product Assessment Report (report) has been prepared by Zenith exclusively for
Zenith clients and should not be relied on by any other person. Any advice or rating contained in this report is limited to General
Advice for Wholesale clients only, based solely on the assessment of the investment merits of the financial product. This report is
current as at the date of issue until it is updated, replaced or withdrawn and is subject to change at any time without notice in line
with Zenith’s regulatory guidelines. Zenith clients are advised to check the currency of reports and ratings via Zenith’s website for
updates and should also verify information in relation to the fund with the relevant Fund Manager. Any advice contained in this
report has been prepared without taking into account the objectives, financial situation or needs of any specific person who may
read it, including target markets of financial products, where applicable. It is not a specific recommendation to purchase, sell or hold
the relevant product(s). Investors should seek their own independent financial or tax advice, obtain a copy of, and consider any
relevant PDS or offer document and consider the appropriateness of this advice in light of their own objectives prior to making any
investment decision. Zenith charges an upfront flat fee to the Product Issuer, Fund Manager or other related party to produce
research on funds that conform to Zenith’s Research Methodology. Zenith’s fee and Analyst remuneration are not linked to the
rating outcome in any way. Views expressed in Zenith reports accurately reflect the personal, professional, reasonable opinion of
the Analyst who has prepared the report. Zenith may also receive a fee for other non-research related services such as
subscription fees for Zenith’s research services and/or for the provision of investment consultancy services. Conflicts management
arrangements are in place where Zenith provides research services to financial advisory businesses who provide financial planning
services to investors and are also associated entities of the product issuers, with any such conflicts of interest disclosed within
reports as appropriate. Full details regarding such arrangements are outlined in Zenith’s Conflicts of Interest Policy
www.zenithpartners.com.au/important-information/links/conflicts-of-interest/

Zenith’s research process seeks to identify investment managers considered to be the ‘best of breed’ through a comprehensive,
multi-dimensional selection process. Zenith utilises both quantitative and qualitative factors in its ratings models. Models maximise
commonality across different asset classes while retaining flexibility for specialist asset classes and strategies. The selection
process is rigorous in both its qualitative and quantitative analysis and each component is equally weighted. Zenith does not
manage any proprietary assets and as such Zenith is able to choose investment managers with absolute independence and
objectivity. More detailed information regarding Zenith’s fund research methodology and Zenith’s traditional index research
methodology, coverage and ratings is available on Zenith’s website at Fund Research Methodology and Traditional Index Research
Methodology.

This report is subject to copyright and may not be reproduced, modified or distributed without the consent of the copyright owner.
The information contained in this report has been prepared in good faith and is believed to be reliable at the time it was prepared,
however, no representation, warranty or undertaking is given or made in relation to the accuracy or completeness of the information
presented in this report. Except for any liability which cannot be excluded, Zenith does not accept any liability, whether direct or
indirect arising from the use of information contained in this report. Past performance is not an indication of future performance.

Third Party data may be sourced from Financial Express, Refinitiv, Bloomberg and/or MSCI. Third party data and content used in
this document has not been independently verified by Zenith and Zenith provides no warranty, representation or responsibility to
update this document. Third Party data is the intellectual property of that third party and must not be reproduced, stored or
transmitted without their consent.

Full details regarding the methodology, ratings definitions and regulatory compliance are available at
www.zenithpartners.com.au/RegulatoryGuidelines

Zenith is not required to be licensed under New Zealand law or be registered on the FSPR. Zenith has not engaged or authorised
any party to provide financial advice on its behalf to New Zealand investors.

Zenith ratings and research are prepared by Zenith and are not connected in any way to research and ratings prepared by any of
our related entities.

This report refers to the Australian unit trust for the fund, and the fund and benchmark returns are all in AUD.

Zenith will seek to confirm with the product issuer that, where required, the fund has in place a current Target Market Determination
as per Regulatory Guide 274: Product Design & Distribution Obligations, issued by the Australian Securities and Investments
Commission.

© 2021 Zenith Investment Partners. All rights reserved.

Zenith has charged Allianz Retire+ a fee to produce this report.
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