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The Talanx Group is Germany’s third-largest insurance group. Talanx operates as a multi-brand provider in the primary insurance and reinsurance sectors. Its brands include HDI and HDI-Gerling, providing insurance solutions for retail and industrial customers, Hannover Re, one of the industry’s leading reinsurers, the bancassurance specialists Targo Versicherungen, PB Versicherungen and Neue Leben as well as the investment fund provider AmpegaGerling. The Group transacts business in the areas of property/casualty and life insurance as well as non-life and life/health reinsurance. Based in Hannover, Germany, the Group is active in 150 countries and enjoys excellent ﬁnancial strength.
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1)



Combined ratio adjusted for deposit interest received Adjusted on the basis of IAS 8 3) Group net income for the period excluding minorities relative to average shareholders’ equity excluding minority interests 4) Investment income excluding deposit interest received relative to average investments under own management 2)
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Gross premium by regions Industrial Lines 13%



Other countries 15%



Retail Germany 30%



North America 16%



Retail International 10%



Rest of Europe 30%



Germany 39%



Key ﬁgures of the Group segments Industrial Lines



Retail Germany



Retail International



■ HDI-Gerling Industrie Versicherung and foreign companies focusing on industrial business make up the segment



■ Segment combines German retail business transacted by HDI-Gerling and all German bancassurance activities



■ Gross written premium maintained on the level of the previous year despite sale of a portfolio in Spain



■ Premium growth in life insurance leads to increased volume overall despite modest decline in property/casualty insurance products



■ Key drivers of premium growth are Brazil and the Polish life company; exchange rate effects are also helpful



■ Sharply higher investment income fails to offset underwriting deficit



■ EBIT influenced by various special effects, inter alia in Turkey and Mexico



■ Deterioration in underwriting result but investment income stable



■ Segment encompasses the foreign activities of companies serving retail customers in property/casualty insurance, life insurance and bancassurance



Non-Life Reinsurance



Life/Health Reinsurance



■ Natural disasters and other loss events produce heavy claims expenditure ■ EBIT grows by 20% thanks to healthy investment income and special effect associated with court decision ■ Very good results in Germany and North America as well as in specialty lines



■ Desired balance between conventional reinsurance and other pillars of the business is gradually being attained ■ Position in key markets expanded on the back of premium growth of 12% ■ EBIT satisfactory after a record result in the previous year that was shaped by special effects



Corporate Operations ■ Talanx Service AG and Talanx Systeme AG new to the segment, the focus of which remains on asset management and investment activities ■ Cash inflow in retail funds business well above the market average ■ Segment EBIT influenced by deficit of Talanx AG due to income contributions and provisions constituted for other segments
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Our worldwide dwide network America



Europe



BM Bermuda. Hannover Life Re Bermuda, Hamilton Hannover Re Bermuda, Hamilton



AT Austria. HDI-Gerling Lebensversicherung, Vienna HDI Versicherung, Vienna



BR Brazil. Hannover Re (Representative Office), Rio de Janeiro HDI Seguros, São Paulo CA Canada. Hannover Re (Branch), Toronto
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in EUR million



in EUR million



in EUR million



in EUR million



in EUR million



813



CL Chile. HDI Seguros, Santiago CO Colombia. Hannover Re (Representative Office), Bogotá
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MX Mexico. Hannover Services (México), Mexico City HDI-Gerling de México Seguros, Mexico City HDI Seguros, León
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US USA. Hannover Life Re America, Orlando Hannover Re Services USA, Itasca/Chicago HDI-Gerling America Insurance Company, Chicago



All figures as per IFRS * Due to the restructuring in primary insurance only the figures for 2009 and 2010 can be shown for these segments



* Subject to regulatory approval



ES Spain. HDI Seguros, Madrid/Barcelona HR Hannover Re, Madrid



BE Belgium. HDI-Gerling Assurances/Verzekeringen, Brussels



FR France. Hannover Re (Branch), Paris HDI-Gerling Industrie (Branch), Paris



BG Bulgaria. HDI Zahstrahovane, Sofia



GR Greece. HDI-Gerling Industrie (Branch), Athens



CH Switzerland. HDI-Gerling Industrie (Branch), Zurich



HU Hungary. HDI Versicherung (Branch), Budapest Magyar Posta Biztosító, Budapest Magyar Posta Életbiztosító, Budapest



CZ Czech Republic. HDI Versicherung (Branch), Prague DE Germany. AmpegaGerling, Cologne E+S Rück, Hannover Hannover Re, Hannover HDI Direkt, Hannover HDI-Gerling, Hannover/Cologne Neue Leben, Hamburg PB Versicherungen, Hilden Protection Re, Hannover Talanx, Hannover Targo Versicherungen, Hilden



IE Ireland. Hannover Life Re (Ireland), Dublin Hannover Re (Ireland), Dublin HDI Reinsurance, Dublin



IT Italy. Hannover Re Services Italy, Milan HDI Assicurazioni, Rome HDI-Gerling Industrie (Branch), Milan LU Luxembourg. Euro International Re, Luxembourg Hannover Finance, Luxembourg Talanx Finanz, Luxembourg NL Netherlands. HDI-Gerling Verzekeringen, Rotterdam NO Norway. HDI-Gerling Industrie (Branch), Oslo



SK Slovak Republic. HDI Versicherung (Branch), Bratislava TR Turkey. CiV Hayat Sigorta, Istanbul HDI Sigorta, Istanbul UA Ukraine. HDI Strakhuvannya, Kiev UK United Kingdom. Hannover Life Re UK, Virginia Water Hannover Services UK, Virginia Water HDI-Gerling Industrie (Branch), London International Insurance Company of Hannover, Bracknell/London



PL Poland. HDI Asekuracja, Warsaw HDI-Gerling Życie, Warsaw



Africa



SE Sweden. Hannover Re (Branch), Stockholm International Insurance Company of Hannover (Branch), Stockholm



ZA South Africa. Compass Insurance Company, Johannesburg Hannover Life Re Africa, Johannesburg Hannover Re Africa, Johannesburg HDI-Gerling Insurance South Africa, Johannesburg



Australia AU Australia. Hannover Life Re Australasia, Sydney Hannover Rück (Branch), Sydney HDI-Gerling Australia Insurance Company, Sydney HDI-Gerling Industrie (Branch), Sydney



Asia/Pacific BH Bahrain. Hannover ReTakaful, Manama Hannover Re (Branch), Manama CN China. Hannover Re (Hong Kong Branch) Hannover Re (Shanghai Branch) HDI-Gerling Industrie (Branch), Hong Kong IN India. Hannover Re Consulting Services, Mumbai Magma HDI General Insurance, Kolkata* JP Japan. Hannover Re Services Japan, Tokyo HDI-Gerling Industrie (Niederlassung), Tokyo KR Korea. Hannover Re (Branch), Seoul MY Malaysia. Hannover Re (Branch), Kuala Lumpur RU Russia. CiV Life, Moscow HDI Strakhovanie, Moscow TW Taiwan. Hannover Re (Representative Office), Taipei
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Index of key terms



Advancement of woman Affiliated companies Agents, independent AmpegaGerling Annual Premium Equivalent (APE) Asset/liability management (ALM) Asset management Bancassurance Benefit reserve Bonds Brokers



68, 209 39, 42–47, 49–51 24, 42, 48, 53, 96, 103 30, 54, 105, 121, 145 97, 157, 162



Derivatives Disposal groups Diversification



59, 125, 132, 172, 207–210 56, 57, 62, 65, 70, 137, 164, 165 52, 58



E+S Rück



3, 51, 104 36–40, 43–47, 49, 52, 61, 68, 86, 94, 96, 98



Group EBIT Group structure (chart)



41, 42, 145 29



Hannover Life Re Hannover Re Group Asia incl. China Germany North America United Kingdom HDI Direkt HDI V. a. G.



51, 52, 105, 258, 259 53 > E+S Rück 50, 51 52 3, 97, 103 28, 31, 115
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Major claims 26, 38, 39, 50, 101, 168, 254, 255 Market Consistent Embedded Value (MCEV) 35, 87, 91, 171, 191 Motor insurance 47, 76 Multi-brand strategy 2, 30, 77, 115 Natural catastrophes Net income (Group) Neue Leben Group New business Non-Life Reinsurance



38, 39, 50, 89, 160 4, 5, 26, 41, 42 3, 45, 104 38–40, 44–46, 48, 49, 52, 53, 73, 90, 100 38, 42, 49–51, 65, 101, 105, 145



Operating profit PB Versicherungen Protection Re Provision for pensions Provision for premium refunds Rating of Group companies of investments Reinsurance Restructuring of the Group Retail customers Retail Germany Retail International Retakaful Retention Retirement provision, individual Retirement provision, occupational Return on equity Risk capital Sales channels Securitizations Shareholders’ equity Shareholdings Solvency II Structured reinsurance



> Group EBIT



3, 47, 55, 77, 90, 96 159, 160 5, 56, 62, 67–69, 112, 137, 214 256–263 40, 52, 84, 94, 99–102 105



Talanx International 47 Benelux (HDI-Gerling Verzekeringen/Assurances) 43 Central and Eastern Europe 30, 45, 47, 50, 104 Italy (HDI Assicurazioni) 48, 49 Latin America (HDI Seguros) 42, 48, 53, 101, 104, 105 Spain (HDI Seguros) 44 Turkey (HDI Sigorta) 48, 49 Talanx Service AG 18, 30, 54 Talanx Systeme AG 18, 30, 54 Targo Versicherungen 3, 25, 97 Tax expenditure 242 Taxes on income 120, 136, 142, 145, 242 Technical provisions 51, 56, 62–64, 90 Training 22, 75–77 Underwriting policy Underwriting result Unit-linked products Value-based management
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The Talanx Group is a place where people come together on a daily basis. It is here that they work together for the company, delivering services for customers and creating value for investors. Yet the Talanx Group is also a place for living together, for co-existence, diversity and communication. Along with its basic function as a place of business, it is also at once a human habitat, social structure and cultural space – just like a city. Indeed, comparing Talanx with a city opens up some astonishing perspectives. Correlations within the Group suddenly appear in a fresh light and become clearer. The parallels with a city make it possible to capture in visual form just what Talanx is: we warmly invite you to join our city tour in this annual report!
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Glossary



S–V



Segment reporting Presentation of asset and income data broken down into business segments and regions. Shareholders’ equity Funds provided by the owners of an enterprise for its internal financing or left within the company as earned profit (realized/ unrealized). The capital providers are entitled to a share of the profit, e.g. in the form of a dividend, in return for making the shareholders’ equity available. Shareholders’ equity is equal to the total assets of the company less its total liabilities.



City Guide



Soft capital Capital components that are economically available but not yet recognized in the balance sheet: the loss reserve discount and the present value of future profits in life business that has not been capitalized, and on the company level the excess loss reserves. Soft market Market phase with oversupply of insurance, resulting in premiums that are not commensurate with the risk; this is in contrast to > hard market. Solvency Level of available unencumbered capital and reserves required to ensure that contracts can be fulfilled at all times. Solvency II Project of the European Commission to reform and harmonize European insurance regulations. Specialty lines a) In general: specialty insurance for niche business such as non-standard motor covers, fine arts insurance etc. b) Hannover Re: segment of the non-life reinsurance business group, encompassing marine and aviation business, credit/ surety, structured products, ILS (insurance-linked securities), the London Market and direct business.



The Talanx Group operates as a multi-brand provider in the insurance and ﬁnancial services industry. Our major brands in primary insurance and reinsurance as well as for ﬁnancial services are set out on the opposite page. As in the past, the Talanx brand stands for the company at the head of the Group – namely Talanx AG, which performs the functions of a management and ﬁnancial holding company within the Group but is not itself active in insurance business.



A new feature, however, is that several other Group companies now also bear the Talanx name: they include the service companies Talanx Service AG and Talanx Systeme AG, the latter of which is still in the process of establishment. The divisional companies Talanx Deutschland AG and Talanx International AG bring together the operational companies operating under various brands in Germany and abroad. Similarly, the asset management and real estate management companies will also trade under the Talanx name going forward. Not only that: the Group’s own professional reinsurance broker, handling the reinsurance business ceded by the Talanx Group, will in future operate under the Talanx brand: Protection Re is to become Talanx Reinsurance Broker.



Stress test Form of scenario analysis used to be able to make quantitative statements about the loss potential of portfolios in the event of extreme market fluctuations. Surplus participation Legally required, annually determined participation of policyholders in the surpluses generated by life insurers. Swap Agreement between two counterparties to swap payments at contractually defined conditions and times. Virtually any type of cash flow can be exchanged. This makes it possible to systematically hedge financial risks associated with a portfolio or to add new risks to a portfolio in order to optimize returns.



Swaption Option contract which enables the buyer to enter into an interest rate swap (> swap) on or until a specific point in time in return for payment of a once-only premium. It facilitates hedging against rising interest rates without forfeiting the opportunity to obtain funding more reasonably if interest rates fall. Technical result Balance of income and expenditure allocated to the insurance business: balance of net premium earned and other technical income (net) as well as claims expenditure (net), acquisition costs and administrative expenses (net) and other technical expenses (net), including amortization of the shareholders’ portion of the PVFP but excluding consolidation differences from debt consolidation. > Present value of future profits Underlying Underlying instrument of a forward transaction, futures contract or option contract that serves as the basis for settlement and measurement of the contract. Underwriting Process of examining and assessing (re)insurance risks in order to determine a commensurate premium for the risk in question. The purpose of underwriting is to diversify the underwriting risk in such a way that it is fair and equitable for the (re)insured and at the same time profitable for the (re)insurer. Unearned premium reserve Premiums written in a financial year which are to be allocated to the following period on an accrual basis. Unit-linked life insurance Life insurance under which the level of benefits depends on the performance of an investment fund allocated to the policy in question. Value at Risk Potential losses that with a certain probability will not be exceeded in a given period. Volatility Measure of variability with respect to stock/bond prices, exchange rates and interest rates, and also insurance lines that can have a sharply fluctuating claims experience.
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HDI-Gerling



HDI



Hannover Re, E+S Rück



AmpegaGerling



HDI-Gerling operates world-



HDI Direkt Versicherung AG



The Hannover Re Group, one



One of the largest inde-



wide in retail insurance and



operates under this brand in



of the largest and most prof-



pendent asset managers in



industrial lines. The product



the Retail Germany division.



itable reinsurers in the world,



Germany, responsible for



range extends from property,



Some companies outside



transacts all lines of non-life



ﬁnancial services within



casualty and accident covers



Germany transacting retail



and life/health reinsurance



the Group. From funds



to life insurance, occupa-



business and industrial lines



and maintains business rela-



business to asset manage-



tional retirement provision



also trade under the HDI



tions with more than 5,000



ment activities for private



and individual solutions for



name.



insurance companies in



and institutional investors,



around 150 countries. E+S



AmpegaGerling covers the



Rück is a specialist reinsurer



complete value-added chain



serving the German market.



in asset management.



old-age provision.



Targo Versicherungen V i h



PB Versicherungen



b Neue L Leben



ta Biztosító Posta



In the bancassurance sales



The PB insurers are active in



The Neue Leben insurers are



The high-growth bancassur-



channel the Targo insurers



the bancassurance sales chan-



positioned in the bancassur-



ance cooperation with the



operate exclusively for their



nel exclusively for their part-



ance sales channel as provi-



Hungarian postal service. The



partner TARGOBANK and



ner Postbank: embedded into



sion specialists for Sparkasse



readily comprehensible and



deliver a service for their cus-



its market proﬁle and geared



savings institutions. They



transparent range of products



tomers that is geared to the



to the needs of its customers,



oﬀer their customers and



oﬀering outstanding value



easy and comfortable han-



they oﬀer attractive insurance



sales partners innovative



for money spans the life and



dling of all banking, ﬁnancial



products at reasonable prices.



insurance products on



property/casualty lines.



and insurance transactions.



attractive terms.
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Ladies and Gentlemen, When it comes to delivering a verdict on the Talanx Group’s 2010 ﬁnancial year, it is important not to base it simply on ﬁrst appearances, but rather to look behind the façade: 2010 was not a bad year for Talanx, even though at ﬁrst glance our result may suggest otherwise. Yet this appearance is deceiving – in operational and structural terms our Group took another major step forward! That this is not evident at ﬁrst glance can be attributed to two developments. In the ﬁrst place, our insurance business was overshadowed by a considerably higher burden of losses than in the previous year: 2010 saw an accumulation of natural catastrophes and man-made major claims. The Talanx Group, too, was impacted by these losses – and the fact that the eﬀect on our combined ratio was not more pronounced was thanks purely to our very prudent reserving policy and the resulting run-oﬀ proﬁts. What is more, in 2010 the Board of Management took extensive steps to establish risk provision for future years – which were adversely reﬂected in the result in a number of non-recurring charges. The most appreciable eﬀect derived from the merger of Aspecta Lebensversicherung AG into HDI-Gerling Lebensversicherung AG. In this connection we commuted reinsurance treaties early and calculated future income ﬂows from the former Aspecta portfolio considerably more prudently than in the past. In foreign retail business the conﬁdence level of the loss reserves was adjusted at some companies in line with the reserving standard of the Talanx Group and units that were unable to fulﬁll our performance expectations were wound up. These two measures also led to one-oﬀ expenditures. The ﬁnal item on this list is the expense associated with the restructuring of central functions and the accompanying IT costs. If these non-recurring charges – together with one-oﬀ tax income – are eliminated, the 2010 result posted by Talanx was on the level of the record ﬁgure generated in the previous year.



Talanx Group up



City Guide Letter from the Chairman Boards and Committees Report of the Supervisory Board Talanx City City News



This second perspective reveals the economic reality of the



holders alike. With this in mind, we shall succeed in laying



Group: the true operational development of the Talanx



the foundation for successful development, since this divi-



Group shows that the 2010 result was not the consequence



sion oﬀers considerable potential for the future.



of structural deﬁciencies, but rather a reﬂection of targeted measures designed to position Talanx even better for the



The ﬁrst fruits of the restructuring will be evident in 2011, but



future and to further improve its capital market ﬁtness.



overall they will not yet make themselves felt in the result.



This is also evident from the premium income, investments



Heavy major losses will again make their mark on our per-



and ﬁnancing costs: the pleasing increase in premium



formance in 2011. This is especially true of the devastating



income stems from areas in which we are seeking to grow



earthquake and tsunami in Japan, the human consequences



strategically – international retail business and life/health



of which are almost impossible to grasp. It is for this reason



reinsurance. Investment income was also boosted appre-



that in 2011 we again do not expect to match up to the excel-



ciably thanks to both larger asset holdings and improved



lent result of 2009. Yet we are by no means dissatisﬁed with



extraordinary income. We were able to reduce our ﬁnanc-



the outlook. There are signs that conditions for insurers are



ing costs by buying back bonds that we had issued on



improving across a broad front; both on the reinsurance side



favorable terms.



and in the motor and industrial insurance lines the markets would appear to be picking up. Similarly, early successes of



Talanx continues to rank among the ﬁnancially strong insur-



our structural measures – such as the gratifying increase in



ers! The capital strength of the Group is demonstrated by



new life insurance business – encourage us to look to 2011



the increase in Group shareholders’ equity – which rose



with conﬁdence.



12% to EUR 8 billion – and the further improvement in our solvency ratio, which was almost twice as high as the legally



I would like to take this opportunity to express my appre-



required level.



ciation to all the members of staﬀ who again worked with considerable dedication in the ﬁnancial year just-ended. Not



In structural terms, the Group again boosted its eﬃciency



only that, my thanks are also due to our customers and coop-



and performance capability in 2010. After just one and a



eration partners for the trust that they again placed in us in



half years of preparation and implementation, the primary



2010. Along with our commitment to continuing the success-



insurance sector has been operating with joint central func-



ful development of Talanx, living up to this trust remains our



tions since January 2011. Not only does this bring eﬃciency



paramount mission for 2011.



enhancements, it also delivers appreciable cost savings. Yours sincerely, We are continuing to follow this path systematically and have now begun to reorganize the Retail Germany division. The bywords here are beneﬁts to the customer, eﬃciency and performance culture. In this division, too, our goal is to chart a course for long-term, proﬁtable growth and to make the undertaking equally attractive to staﬀ, customers and share-



Herbert K. Haas
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Torsten Leue Dr. Heinz-Peter Roß Dr. Christian Hinsch



Ulrich Wallin
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Board of Management



Responsible on the Talanx Board of Management for Herbert K. Haas



Chairman of the Board of Management



Corporate Development



Chairman



HDI Haftpﬂichtverband der Deutschen Industrie V. a. G.,



Investor Relations



Hannover



Public Relations Legal Aﬀairs Internal Auditing Executive Staﬀ Functions/Compliance



Dr. Christian Hinsch



Deputy Chairman of the Board of Management



Division: Industrial Lines



Deputy Chairman



HDI Haftpﬂichtverband der Deutschen Industrie V. a. G.,



Facility Management



Chairman of the Management Board



Human Resources



HDI-Gerling Industrie Versicherung AG, Hannover



Procurement Reinsurance Purchasing



Norbert Kox



Chairman of the Management Board



Former Domestic and Foreign



(until 31.05.2010)



ProACTIV Holding AG, Hilden



Bancassurance Division



Torsten Leue



Chairman of the Management Board



Division: Retail International



(from 01.09.2010)



Talanx International AG, Hannover



Dr. Thomas Noth



Chairman of the Management Board



Information Services



Talanx Systeme AG, Hannover Dr. Immo Querner



Member of the Board of Management



Finance/Participating Interests/



HDI Haftpﬂichtverband der Deutschen Industrie V. a. G.,



Real Estate



Hannover



Investments Controlling Collections Risk Management Accounting/Taxes



Dr. Heinz-Peter Roß



Ulrich Wallin



Chairman of the Management Board



Division: Retail Germany



Talanx Deutschland AG, Hannover



Business Organization



Chairman of the Executive Board



Division: Reinsurance



Hannover Rückversicherung AG, Hannover
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Supervisory Board



Wolf-Dieter Baumgartl



Hans-Ulrich Hanke



Katja Sachtleben-Reimann



Chairman



(until 31.01.2011)



Employee, Talanx Service AG,



Former Chairman of the Board of



Employee, HDI-Gerling



Hannover



Management of Talanx AG,



Leben Betriebsservice GmbH,



Berg



Brühl Dr. Erhard Schipporeit Former Member of the Board of



Ralf Rieger



Gerald Herrmann



Management of E.ON AG,



Deputy Chairman



Trade union secretary,



Hannover



Employee,



Norderstedt



HDI-Gerling Vertrieb Firmen und Privat AG, Raesfeld



Prof. Dr. Eckhard Rohkamm



Bodo Uebber Dr. Thomas Lindner



Member of the Board of



Chairman of the Board of



Management of Daimler AG,



Management of Groz-Beckert KG,



Stuttgart



Albstadt



Deputy Chairman Former Chairman of the Board of



Prof. Dr. Ulrike Wendeling-Schröder



Management of ThyssenKrupp



Jutta Mück



Professor at Leibniz University,



Technologies AG,



Employee, HDI-Gerling



Hannover



Hamburg



Industrie Versicherung AG, Oberhausen Werner Wenning Former Chairman of the Board of



Karsten Faber Managing Director,



Otto Müller



Management of Bayer AG,



Hannover Rückversicherung AG,



Employee,



Leverkusen



E+S Rückversicherung AG,



Hannover Rückversicherung AG,



Hannover



Hannover



Jutta Hammer



Dr. Hans-Dieter Petram



(from 01.02.2011)



Former Member of the Board of



Employee, HDI-Gerling



Management of Deutsche Post AG,



Leben Betriebsservice GmbH,



Inning



Bergisch Gladbach Dr. Michael Rogowski Chairman of the Foundation Council of Hanns-Voith-Stiftung, Heidenheim
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Supervisory Board Committees Composition as at 31.12.2010



Finance and Audit



Personnel Committee



Mediation Committee



Nomination Committee



Wolf-Dieter Baumgartl



Wolf-Dieter Baumgartl



Wolf-Dieter Baumgartl



Wolf-Dieter Baumgartl



Chairman



Chairman



Chairman



Chairman



Dr. Thomas Lindner



Prof. Dr. Eckhard Rohkamm



Ralf Rieger



Dr. Thomas Lindner



Ralf Rieger



Dr. Michael Rogowski



Prof. Dr. Eckhard Rohkamm



Dr. Michael Rogowski



Prof. Dr. Eckhard Rohkamm



Prof. Dr. Ulrike Wendeling-



Katja Sachtleben-Reimann



Committee



Schröder Dr. Erhard Schipporeit



The Supervisory Board has formed four committees from among its ranks. They support the full Supervisory Board in the performance of its tasks.



Tasks of the committees Finance and Audit



Personnel Committee



Mediation Committee



Nomination Committee



Committee Preparation of ﬁnancial



Preparation of personnel



Proposal for the appoint-



Proposal of suitable candi-



decisions for the full



matters for the full



ment of a Board member



dates for the Supervisory



Supervisory Board



Supervisory Board



if the necessary two-thirds



Board’s nominations to the



majority is not achieved in



General Meeting



Decisions in lieu of the full



Decisions in lieu of the full



the ﬁrst ballot (§ 31 Para. 3



Supervisory Board on cer-



Supervisory Board on cer-



Co-Determination Act)



tain ﬁnancial matters, in-



tain personnel matters for



cluding the establishment



which the full Supervisory



of companies, acquisition



Board is not required to



of participations and capi-



assume responsibility



tal increases at subsidiaries within deﬁned value limits
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Report of the Supervisory Board In the 2010 ﬁnancial year the Supervisory Board performed



by the Board of Management and put forward suggestions



its functions and duties at all times in accordance with statu-



and proposed improvements.



tory requirements, the Articles of Association and the Rules of Procedure. We considered at length the economic situation, risk position and strategic development of Talanx AG and its major subsidiaries. We advised the Board of Manage-



Key areas of discussion for the full Supervisory Board



ment on the direction of the company, monitored the management of business and were directly involved in decisions



The business development of the company and the individual



of fundamental importance.



Group segments, the reorientation of the Group and optimization of its structures as well as the planning for 2011 formed



In the year under review we came together for four ordinary



the primary focus of the reporting and were discussed in detail



meetings of the Supervisory Board, which were held on



at our meetings. The reasons for divergences between the



26 March, 28 May, 31 August and 13 November 2010. As in the



business experience and the relevant plans and targets in the



previous year, the Federal Financial Supervisory Authority



ﬁnancial year just-ended were explained to us, and we were



(BaFin) exercised its legal powers and sent two representa-



able to satisfy ourselves accordingly with the explanations



tives to attend one of these meetings. The Finance and Audit



provided.



Committee of the Supervisory Board met four times and the Personnel Committee met on three occasions. The Mediation



At the end of 2009, as part of the Group’s reorientation and



Committee formed in accordance with the requirements of



the optimization of its structures, we approved a modiﬁed



the Co-Determination Act again had no reason to meet in



allocation of responsibilities for the Board of Management



2010. The full Supervisory Board was briefed on the work of



– which came into eﬀect progressively in the course of 2010 –



the various committees. In addition, we received quarterly



and adopted the necessary resolutions for implementation of



written reports from the Board of Management on the course



the target structure.



of business and the position of the company and the Group. At no point in the year under review did we consider it ne-



A further focus of our deliberations was risk management



cessary to conduct audit measures pursuant to § 111 Para. 2



within the Group. The risk reporting by the Board of Man-



Sentence 1 German Stock Corporation Act (AktG). Insofar as



agement was a matter for discussion at each meeting of the



transactions requiring approval arose between meetings,



Supervisory Board. In addition, we considered a number of



the Board of Management submitted these to us for a writ-



acquisition, disposal and cooperation projects, which the



ten resolution. The Chairman of the Supervisory Board also



Board of Management presented to us for discussion and



remained in constant contact with the Chairman of the Board



adoption of a resolution. Speciﬁcally, reference may be made



of Management and was regularly advised of all important



here to the sale of the US-based Clarendon National Insur-



business transactions within the company and the Talanx



ance Company and its subsidiaries, the establishment of a



Group. All in all, within the scope of our statutory responsi-



cooperation arrangement with Meiji Yasuda Life Insurance



bilities and those prescribed by the Articles of Association we



Company, the purchase of an insurance company in the



assured ourselves of the lawfulness, expediency, regularity



Netherlands and the acquisition of a minority stake in an



and eﬃciency of the actions of the Board of Management.



Austrian investment company. Not only that, the strategic orientation of the new division of Retail Germany as well as



The Board of Management provided us with regular, timely



the globalization strategy pursued in Industrial Lines were



and comprehensive information about the business and



considered by the Supervisory Board. In this connection vari-



ﬁnancial situation – including the risk situation and risk



ous acquisition projects were explored in 2010, inter alia in



management –, about major capital expenditure projects



Vietnam, Canada and Argentina; we were kept informed of



and fundamental issues of corporate policy as well as about



the status of these deliberations and discussions.



transactions that – while not subject to the approval of the Supervisory Board – nevertheless need to be reported in



With an eye to § 87 Para. 1 Stock Corporation Act (AktG) as



accordance with the requirements of the Rules of Procedure.



amended by the Act on the Adequacy of Management Board



At our meetings we considered at length the reports provided



Remuneration (VorstAG), the full Supervisory Board consid-
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ered the speciﬁcation of the bonuses for the members of the



at a number of meetings. It presented to the full Supervisory



Board of Management and reviewed the ﬁxed remuneration



Board a proposal for the reorganization of the remuneration



of individual members of the Board of Management; in this



system with a view to satisfying, in the ﬁrst place, the super-



context it drew inter alia on horizontal and vertical remu-



visory standards and, subsequently, in the course of 2010 – fol-



neration aspects and concepts as a means of comparison and



lowing the entry into force of the legal bases and speciﬁcations



orientation. Considerable attention was also devoted to the



handed down by lawmakers – the new legal requirements



reorganization of the system of remuneration for the Board



as well. In a written procedure the Committee – following



of Management and the adjustment of the contracts of ser-



approval of the new remuneration system by the full Super-



vice with the members of the Board of Management. These



visory Board – deﬁned the targets for the individual members



revisions were approved at the meeting of the Supervisory



of the Board of Management in the 2011 ﬁnancial year. Further-



Board held on 13 November 2010. In addition, at this meeting



more, recommendations were made to the full Supervisory



the Supervisory Board was informed about the structure of



Board with respect to upcoming reappointments and in the



the remuneration systems within the Group as required by



context of the setting of bonuses and the review of the ﬁxed



§ 3 Para. 5 of the Regulation on the Supervisory Law Require-



remuneration for members of the Board of Management.



ments for Remuneration Schemes in the Insurance Sector (Versicherungs-Vergütungsverordnung).



Corporate Governance The transactions and measures subject to approval in accordance with legal requirements, the company’s Articles of



The Supervisory Board again devoted special attention to the



Association and its Rules of Procedure were agreed with the



issue of Corporate Governance. In accordance with the provi-



Board of Management following examination and discus-



sions of the German Corporate Governance Code, the exist-



sion. The Supervisory Board gave the necessary consent to



ing Supervisory Board remuneration consisting exclusively of



the control and proﬁt transfer agreement of Talanx AG with



ﬁxed components was extended to include a variable compo-



HDI-Gerling Gesellschaft für IT-Dienstleistungen mbH – now



nent and the amount of remuneration was reviewed with an



Talanx Systeme AG – on the basis of the written and verbal



eye to its appropriateness and brought more closely into line



explanations provided by the Board of Management.



with the level of relevant competitors. The deductibles in the D&O cover were revised and adjusted



Work of the Committees



in line with the changed legal environment.



Along with preparations for discussion and adoption of resolutions in the full Supervisory Board, the Finance and Audit Committee of the Supervisory Board considered at length



Audit of the annual and consolidated ﬁnancial statements



the company’s quarterly ﬁnancial statements compiled on a voluntary basis. Furthermore, the Finance and Audit Com-



The annual ﬁnancial statements of Talanx AG submitted by



mittee discussed the ﬁndings of an actuarial audit of the net



the Board of Management, the ﬁnancial statements of the



loss reserves for non-life insurance business within the Talanx



Talanx Group – drawn up in accordance with International



Group as well as the proﬁtability trend at the individual Group



Financial Reporting Standards (IFRS) – as well as the corre-



companies as at 31 December 2009 and considered the inter-



sponding management reports and the bookkeeping system



nal control system, the risk reports, the work of the internal



were audited by KPMG AG, Wirtschaftsprüfungsgesellschaft,



auditing department and the annual report submitted by the



Hannover. The General Meeting appointed the auditors; the



Chief Compliance Oﬃcer.



Finance and Audit Committee awarded the concrete audit mandate. In addition to the usual audit tasks, the Committee



The Personnel Committee, together with external advisers,



placed special emphasis on the implementation of the Act on



prepared the review of the remuneration system for the Board



the Modernization of Accounting Law (BilMoG) as well as – in



of Management – including the major contractual elements –



the case of the consolidated ﬁnancial statements – on the
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measurement of the deferred acquisition costs, the determi-



“Having audited the report in accordance with our profes-



nation of the fair values of investments with a special eye to



sional duties, we conﬁrm that



the fair value hierarchy and on taxes. The audit concentra-



1. its factual details are correct,



tions of the Financial Reporting Enforcement Panel (FREP)



2. in the case of the transactions detailed in the report, the



were also the subject of the audit procedures carried out by



expenditure of the company was not unreasonably high.”



the auditors. We have examined the report on relations with aﬃliated The audits conducted by the auditors gave no grounds for



companies; we reached the same conclusion as the auditors



objection. The unqualiﬁed audit certiﬁcates that were issued



and have no objections to the statement reproduced in this



state that the accounting, annual ﬁnancial statements and



report.



consolidated ﬁnancial statements give a true and fair view of the net assets, ﬁnancial position and results and that the dated ﬁnancial statements.



Changes on the Board of Management and Supervisory Board



The ﬁnancial statements and the audit reports of KPMG were



With eﬀect from 1 September 2010 Mr. Torsten Leue was



distributed to all the members of the Supervisory Board in



appointed as a new member of the company’s Board of Man-



due time. They were examined in detail at a meeting of the



agement; from this date onwards he assumed responsibility



Finance and Audit Committee on 16 May 2011 and at a meet-



for the newly formed Retail International division. In addi-



ing of the Supervisory Board on 17 May 2011. The auditor took



tion, the Supervisory Board decided to renew the Board man-



part in the deliberations of the Finance and Audit Committee



dates of Dr. Hinsch, Dr. Querner and Dr. Noth – which were



and of the full Supervisory Board regarding the annual and



due to expire in 2011 – as well as to renew the mandate of



consolidated ﬁnancial statements, reported on the conduct of



Mr. Haas, which was set to expire at the beginning of 2012.



management reports suitably reﬂect the annual and consoli-



the audits and was available to provide the Supervisory Board with additional information. In accordance with the ﬁnal



With eﬀect from the end of 31 January 2011 Mr. Hans-Ulrich



outcome of our own examination of the annual ﬁnancial



Hanke stepped down from the company’s Supervisory Board



statements, the consolidated ﬁnancial statements, the cor-



as a representative of the employees. The Supervisory Board



responding management reports and the audit reports, we



expressed its appreciation and recognition of his constructive



concurred with the opinion of the auditors and approved the



and dedicated contribution. With eﬀect from 1 February 2011



annual and consolidated ﬁnancial statements drawn up by



Ms. Jutta Hammer succeeded him as a member of the Super-



the Board of Management.



visory Board for the remainder of the current term of oﬃce.



The annual ﬁnancial statements are thus adopted. We approve of the statements made in the management reports regarding the further development of the company. After



Word of thanks to the Board of Management and staﬀ



examination of all relevant considerations we agree with the Board of Management’s proposal for the appropriation of the



The Board of Management and staﬀ worked and acted with



disposable proﬁt.



dedication and prudence in an environment that continued to be challenging. The Supervisory Board would like to



The report on the company’s relations with aﬃliated compa-



express its special appreciation of their eﬀorts.



nies drawn up by the Board of Management in accordance with § 312 German Stock Corporation Act (AktG) has likewise



Hannover, 17 May 2011



been examined by KPMG Aktiengesellschaft, Wirtschaftsprüfungsgesellschaft, Hannover, and given the following unqual-



For the Supervisory Board



iﬁed audit certiﬁcate: Wolf-Dieter Baumgartl (Chairman)
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Urban planning needs a strategy Urban planning and urban development are time-tested me-tested cultural techniques. Long before our calendar began geogrea planraphers, architects, engineers, landscape and area ow a place ners have dedicated themselves to the art of how uld play in of coexistence should look and what role it should p plans as a larger geographical space. They have drawn up



means managing the entire development of the city city, ii. ee. also



to how the place should be designed and how it must be



with an eye to social, economic, cultural and ecological con-



further developed in order to oﬀer a secure and pleasant



siderations. City planners work on an interdisciplinary and



quality of life while at the same time serving as a center of



integrated basis with a forward-looking gaze. This also applies



attraction for people.



to the Group strategy, which shows the way forward for the entire Group and deﬁnes clear goals. Building upon this foun-



Talanx stands on a solid ﬁnancial foundation, exerts consid-



dation, each division – each district – has a development plan



erable appeal and has excellent ﬁnancial strength! With a



tailored exactly to its needs – one which enhances the par-



view to making sure that this remains the case, plans for the



ticular locality and helps the city as a whole to perform more



future of Talanx City are already in place. Urban development



successfully in the competitive environment.
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are to be geared to our customer segments: speciﬁcally, to industrial lines worldwide and to German and international This planning is intended to ensure that Talanx City pre-



retail business, in the latter cases spanning the various lines



serves its appeal and continues to handle its tasks eﬃciently



of insurance. The city fathers have identiﬁed here a great



and successfully. This is precisely what constitutes the back-



opportunity to strengthen the characteristic features of each



drop for our latest urban planning activities. Following the



new district as well as the unchanged district of reinsurance



rapid and successful incorporation of the Gerling companies,



and to further enhance their appeal to visitors and residents



the most pressing task facing the city fathers was to optimize



alike – i. e. to customers, investors and employees. For the city



the structure of the Talanx Group. At the core of this plan-



as a whole, this means that its power of attraction will con-



ning is a reconﬁguration of the city’s districts, the various



tinue to grow and it will climb higher in the rankings relative



parts that make up its primary insurance business. They



to its rivals.
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Diversity promotes attraction



The city as a tourist attraction What gives a city its power to draw people? Its name must



in more than 130 countries. The plan for further enhancing



ﬁll us with longing, since it is not for nothing that the mere



the appeal of this district envisages the creation of a global



mention of Vienna, Paris and Rome conjures up certain con-



player present and able to act throughout the world on the



notations in our minds. It must represent a culture. Every



basis of its own resources.



district must have its own sights, and it must know how to proﬁle them correctly to speciﬁc target groups. What the



Some 6,600 people live in the Retail Germany district. This



zoo means to children, the opera means to lovers of classical



part of town is facing quite an upheaval: the market share



music.



is to be proﬁtably enlarged, the expense ratio made more competitive and the value to the customer optimized. This is



Talanx City has tailored its urban development to precisely ﬁt



to be accomplished by rebuilding structures to suit today’s



its target groups, investors and deﬁned customer segments:



requirements. Only in this way can appropriate solutions geared to speciﬁc target groups be developed in this district



The Reinsurance district is home to some 2,100 people. It



– solutions that will make it a real crowd puller.



is planned that Hannover Re will continue to expand the attractions that investors and clients so value: it will strive



The Retail International district also has an ambitious urban



to remain not only one of the most eﬀective and largest



plan: home to some 5,200 residents, this area is expected to



non-life reinsurers in the world, but also one of the most



grow in the strategic target markets of Central and Eastern



proﬁtable. In life and health reinsurance it plans to become



Europe as well as Latin America, to optimize its activities in



one of the three major, globally operating players of above-



existing markets and to tap into new markets. In this part of



average proﬁtability within the next ﬁve years.



town, despite all the diﬀerences between the target markets, it is possible to transfer experiences, approaches and prod-



In the Industrial Lines district, roughly 2,000 employees



ucts to other markets. Through its familiarity with a broad



in 29 markets all around the globe are already working to



range of international retail markets, this district will evolve



keep their customers satisﬁed – something which they do



into a know-how carrier and hence ﬁnd it easier to expand its business or enter lucrative new markets.
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Urban



network Integrated infrastructure At best, a city without functioning infrastructure quickly



that the districts are able to fulﬁll their tasks and objectives



loses its appeal. At worst, it collapses. An inadequate infra-



and boost their performance capability.



structure obstructs the city’s growth and smooth co-existence. A poorly developed health system with no eﬃcient



Equally indispensable for the proper functioning of the city



hospitals or lack of specialist physicians, traﬃc jams, a public



are eﬃcient processes in other key infrastructure tasks – a



transport system that fails to work, inadequate supply and



role covered by Talanx Service AG. As the central pivot point



disposal networks for water, sewage, electricity, gas, telecom-



in primary insurance business, it will enhance the eﬃciency



munications and garbage not only have a diminishing eﬀect



of the original functions in the districts, harmonize, render



on the quality of life. In the long run, such symptoms cause



transparent and standardize services for users and provide



stress and illness. What is more, they have a detrimental



the districts with consistent ﬁnancial data. The districts will,



impact on business.



however, retain certain service functions that are particularly closely related to their operational business. For it remains



This is why it is vital for an urban center such as Talanx City



the case going forward, as in the past, that full proﬁt and cost



to ensure through eﬃcient central functions that its infra-



responsibility rests with the districts.



structure is state-of-the-art or – even better – a little ahead of its time. Talanx is therefore overhauling the infrastructure



Talanx AG is extending its function from that of a pure



for its central functions: when it comes to the Group’s most



ﬁnancial holding company to a ﬁnancial and management



valuable internal commodity, namely information, the trans-



holding company. This means that the city will be directed



portation system – the information technology – simply has



more closely from Talanx AG. The latter will continue to



to work. That is the job of the IT departments, which are to



exercise its previous strategic functions, but it will also



be concentrated in the course of the year at Talanx Systeme



exert a greater inﬂuence on the positioning and perfor-



AG. Working in cooperation with the various districts, it will



mance of the divisions in order to safeguard adherence to



be ensured through development and space utilization plans



the overall strategy.
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Goods and data must be moved around if the city is to function smoothly
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Quality of life



The city as a human habitat A city and its inhabitants have a symbiotic relationship –



What must a city oﬀer its residents? Pleasant living condi-



the city shapes its residents, the residents shape their city



tions, a healthy environment, good infrastructure, cultural



and in this way enhance its appeal to people who would



life. To put it another way, good working conditions, appro-



like to live there. And those who enjoy living in their city



priate remuneration, adequate opportunities for training



also take pride in it.



and development, a healthy working atmosphere. Conditions such as these attract highly skilled, well educated,



With a population of 17,000, Talanx City ranks among



creative and motivated people.



Europe’s largest “insurance metropolises”. The inhabitants are a thoroughly international mix – people from 40 coun-



In the future, Talanx City wants to further boost its appeal



tries and ﬁve continents live in Talanx City. For the German



as it competes with other “cities” for this clientele. The dis-



residents – and only for this part of the population detailed



tricts and head oﬃce have therefore developed a series of



surveys are available – the proportion of female employees



measures designed to publicize largely undiscovered career



stood at 47%, the average age was 43.5. Both these ﬁgures



openings and interesting entry opportunities and hence



are slightly above the average. The period of residence, i.e. the



attract immigrants. In addition to enhancing its attrac-



length of service with the company, is also above average at



tion for new settlers, the city is also working constantly



14.2 years and testiﬁes to just how much people enjoy living



on improvements for its current residents. Even now, a



in Talanx City.



broad variety of part-time working models are intended to make work and family life more compatible – inter alia by increasingly ensuring that childcare facilities are available in the immediate vicinity of the workplace. Yet the city also supports its residents in their leisure time: Talanx City sponsors numerous team sports events by covering registration fees and supplying jerseys; the inhabitants of all parts of the city are only too happy to take up such oﬀers of assistance.
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Life and work – not incompatible opposites tes
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Urban



culture Life in society The highly diverse cultural oﬀerings of a large city can be



On the Group level the most notable innovation is the



crucial to a resident’s decision to live there rather than mov-



establishment of the Talanx Corporate Academy. Working



ing out into the countryside or a small town. The opportu-



in cooperation with leading European business schools, this



nities for education and training – from primary school to



oﬀers a particularly high-caliber training program for senior



university level – can also be richer.



managers at all Group companies worldwide. Supplementing the oﬀerings of the divisions and national companies, the



In Talanx City training and personnel development activities



Corporate Academy serves in particular to convey the strat-



are included among the measures designed to make urban



egy and management methods of Talanx. Professors from



life more promising. Members of staﬀ receive targeted sup-



highly reputed business schools and members of the Talanx



port for their demanding duties with the aim of consolidat-



Board of Management complement one another as speakers



ing and extending their above-average skills set. In this way,



and discussants.



the idea is to optimally prepare the city for fresh competitive challenges. In addition to the fostering of specialist qualiﬁca-



Considerable importance also attaches to initial training in



tions, wide-ranging training activities in methodological and



Talanx City: for young people, solid training is essential for



social skills are regularly oﬀered right across all the districts.



getting oﬀ to a successful start in working life. For the city, it means an enduring supply of skilled, qualiﬁed and motivated residents.
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Education and training is a matter of such fundamental importance to Talanx that it has placed it front and center of its responsibility to society. As a key element in its range of corporate social responsibility activities, the Group has set up the Talanx Foundation. This makes funds available for the awarding of scholarships to students. And so we already ﬁnd ourselves right in the midst of the diverse array of measures relating to corporate social responsibility, a concern that is perceived within the city in three ways: operating according



Performing



to sustainable business practices, developing products that



together



promote environmental protection, eﬃcient energy consumption or social responsibility, and observing such criteria in our own investments. Each of these considerations is reﬂected in numerous examples – whether it be power-saving measures in our own buildings, solutions that respond to environmental concerns such as photovoltaic systems or fueleﬃcient vehicles, or investment products that take account of sustainability or ecological aspects.
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AmpegaGerling takes stake in asset manager C-QUADRAT Cologne, 13 October. AmpegaGerling Asset Management GmbH is acquiring a stake in C-QUADRAT Investment AG. AmpegaGerling will hold an interest of 25.1% in C-QUADRAT on a long-term basis. An independent quantitative asset manager, C-QUADRAT is promisingly positioned and has won multiple awards for its outstanding management of investment funds.



Talanx Foundation awards scholarships Essen, 19 March. The Talanx Foundation, which was established in 2009, has awarded its first ten scholarships. The recipients are top-flight students from various insurancerelated disciplines at selected



Hiroakai Tonooka (Senior Managing Executive Officer Meiji Yasuda) and Herbert K. Haas (CEO Talanx)



Talanx: strategic cooperation with Japanese life insurer Hannover/Tokyo, 4 November. The fourth-largest verts to common shares of Talanx if the company Japanese life insurer Meiji Yasuda and Talanx AG are goes public. Meiji Yasuda Life will then become a sealing a long-term strategic cooperation with the major shareholder of Talanx AG. The special feature goal of leveraging joint business opportunities in of the bond is its recognition as regulatory Tier 1 foreign markets. Meiji Yasuda is entering into a cap- capital (equity substitute) under Solvency II. With ital participation of EUR 300 million in Talanx AG. this bond issue the Talanx Group has succeeded in To this end, it is buying a convertible bond that con- pulling off a true capital market innovation.



universities. The scholarship funding lasts for 12 months and may be extended until the end of the regular period of study. In launching this program Talanx AG is actively



Assekurata gives very good rating to Targo Lebensversicherung



taking responsibility for the emphasis that it has chosen



Hilden/Dusseldorf, 7 October. Assekurata has given above-average own funds and unrestricted surplus



to place on “Education and



Targo Lebensversicherung a rating of A+ for the funds, which at 21.99% are more than double the



training”.



seventh consecutive time. The company’s security market figure of 8.89%. The company’s risk manwas singled out for special praise. This is reflected in agement is also assessed as excellent.
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Insurance. Finance. Hannover Re supports modeling of global earthquake risks Hannover/Pavia, 23 September. Hannover Re has



2009, is working on a global model that will pro-



entered into a partnership agreement with the



vide a diverse user community with consistent



“Global Earthquake Model” (GEM) Foundation. It



information on seismic hazards, earthquake



Topping-out ceremony at Hannover’s largest building site



will contribute EUR 1 million and technical ex-



risks and the socioeconomic effects of earth-



Hannover, 2 December. Almost ex-



pertise in support of the development of the first



quakes. Hannover Re can incorporate this data



actly one year after the foundation



global earthquake risk model on an open-source



into its risk management and its assessment of



stone was laid for the new building



basis. GEM, which was launched by the OECD in



earthquake risks.



on Riethorst, HDI-Gerling is holding its topping-out ceremony. Jörg Bode, Minister for Economics of the state



Standard & Poor’s conﬁrms very good rating for HDI-Gerling



of Lower Saxony, expressed his satisfaction that Germany’s third-largest insurance group is headquartered in Hannover. The new head office will use renew-



Cologne, 22 November. The highly reputed rating



very good rating. With a grade of “A+” with “sta-



able energy resources: by way of ex-



agency Standard & Poor’s has confirmed HDI-



ble” outlook the company was able to reassert



ample, natural geothermic energy



Gerling Lebensversicherung AG’s long-standing



both its financial strength and credit status.



will cover basic energy needs for heating and cooling. In the fall of 2011 some 1,900 staff will move into the new premises.



CiV Versicherungen becomes Targo Versicherungen Hilden, 22 February. With immediate effect



Award-winning children’s policy



Citibank is to begin trading as TARGOBANK. As the exclusive insurance partners of TARGOBANK, the former CiV insurers have also taken on the bank’s new name. The Targo in-



Cologne, 12 May. The children’s provision product KÄNGURU.invest offered by HDI-Gerling Lebens-



surers will continue to offer their customary insurance protection products.



HDI-Gerling receives fleet award from trade journal “Autoflotte” Hannover, 12 April. The insurer HDIGerling has been honored as the best motor fleet insurer in 2010. More than 6,000 readers of the



versicherung has been rated “very good” by the



trade journal “Autoflotte” voted on



Institut für Vorsorge und Finanzplanung. The cri-



the best vehicles, products and ser-



teria considered were security, flexibility, return



vice providers in the fleet industry



and transparency.



and crowned HDI-Gerling as best fleet insurer.



Hannover Re bond issue successful Hannover, 7 September. Hannover Re is placing



3-month EURIBOR. Hannover Re is making the



a subordinated bond of EUR 500 million on the



most of the favorable interest rate level to raise



European capital market. The hybrid bond car-



additional hybrid capital, further optimize its



ries a fixed coupon of 5.75% p.a. (return of 5.75%)



capital structure and back future growth with



in the first ten years, after which the interest



capital resources.



basis changes to a floating rate of 4.235% above
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2010 was a year of light and shade for the Talanx Group. Gross premium income again showed vigorous growth, although the rate of increase varied widely across the diﬀerent divisions. Investment income was also sharply higher thanks to enlarged asset holdings and improved extraordinary income. The operating proﬁt (EBIT) failed to keep pace, however, and fell well short of the level of previous years. This was due in part to heavy loss expenditure from natural catastrophes and man-made major claims. In addition, extensive steps towards risk provision for future years also left their mark on the result. The restructuring of central functions similarly gave rise to one-oﬀ charges, among other things owing to IT costs. Over the mid- to long-term, though, this means good news: the new structure will boost the Group’s eﬃciency and performance capability. This will bring appreciable cost savings going forward.



Gross written premium



Operating profit (EBIT)



in EUR billion



in EUR million



Investments (excluding funds held by ceding companies) in EUR billion
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The Talanx Group Business operations



Group structure



The Talanx Group is the third-largest German insurance



The conﬁguration of the segments changed substantially



group measured by gross premium income and operates as



in the year under review in comparison with the previous



a multi-brand provider in the insurance and ﬁnancial ser-



year. The organization, which had become highly complex



vices sector. At the end of 2010 we employed around 18,000



as a consequence of several intermediate holding companies



staﬀ worldwide. The Group is headed by the Hannover-based



and operating/sales companies, had to be put on a competi-



ﬁnancial and management holding company Talanx AG, the



tive footing for the future in order to ensure that growth



sole owner of which is HDI V. a. G., a mutual insurance com-



and proﬁtability targets could be successfully accomplished.



pany that can look back on more than a hundred years of



Functions which had previously been performed in multiple



history.



parts of the Group are now being concentrated with the clear goal of working more eﬃciently.



Group companies transact the insurance lines and classes speciﬁed in the Ordinance Concerning the Reporting by



Primary insurance – previously split into the Property/Casu-



Insurance Undertakings to the Federal Insurance Supervisory



alty Primary Insurance and Life Primary Insurance segments



Oﬃce (BerVersV), in some cases in direct written insurance



– was therefore split into three divisions oriented towards



business and in some cases in reinsurance business, with



customer segments that span the various lines of business:



various areas of concentration: life insurance, accident insur-



Industrial Lines, Retail Germany and Retail International. One



ance, liability insurance, motor insurance, aviation insurance



member of the Talanx Board of Management takes responsi-



(including space insurance), legal protection insurance, ﬁre



bility for each of these divisions.



insurance, burglary insurance, water damage insurance, plate glass insurance, windstorm insurance, comprehensive house-



Industrial Lines will be the platform for a Global Player that



holders insurance, comprehensive homeowners insurance,



is present and able to act worldwide on the basis of its own



hail insurance, livestock insurance, engineering insurance,



resources: as independent as possible from third parties and



omnium insurance, marine insurance, credit and surety busi-



equipped with the capability to lead international consortia.



ness (reinsurance only), extended coverage for ﬁre and ﬁre



Such a player must be in a position to leverage economies



loss of proﬁts insurance, business interruption insurance,



of scale in portfolios and it must have suﬃcient ﬁnancial



travel assistance insurance, aviation and space liability insur-



resources to make substantial insurance capacities available



ance, other property insurance, other indemnity insurance.



on a sustained basis.



Talanx is represented by its own companies or branches in



The German companies transacting business with private



40 countries worldwide. Including its cooperation arrange-



and commercial customers are interlinked in the Retail Ger-



ments, the Group is active in altogether 150 countries. In



many segment. The traditional line-of-business distinctions



retail business Germany is one area of concentration, while



between life insurance and property/casualty insurance are



internationally the principal focus markets are the growth



being eliminated in order to become even more attractive



regions of Central and Eastern Europe as well as Turkey and



to policyholders through comprehensive customer manage-



Latin America. Industrial lines and especially reinsurance are



ment: processes will be optimized, and the brand and prod-



also transacted in a number of other markets, including for



uct strategy will be tailored more closely to customer needs.



example North America, South Africa, Australia and some Asian countries.
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Talanx AG



HDI-Gerling Industrie Versicherung AG



HDI-Gerling Lebensversicherung AG



HDI Seguros S. A. (Brazil)



Hannover Rückversicherung AG



AmpegaGerling Asset Management GmbH



HDI-Gerling Australia Insurance Company Pty. Ltd.



HDI-Gerling Pensionskasse AG



HDI Zahstrahovane AD (Bulgaria)



E+S Rückversicherung AG



AmpegaGerling Investment GmbH



HDI Versicherung AG (Austria)



HDI-Gerling Pensionsmanagement AG



HDI Seguros S. A. (Chile)



Hannover Reinsurance Africa Limited



Hannover Life Reassurance Africa Limited



AmpegaGerling Immobilien Management GmbH



HDI-Gerling Assurances (Belgium) S. A.



HDI-Gerling Firmen und Privat Versicherung AG



Magyar Posta Életbiztosító Zrt. (Hungary)



Hannover Re (Bermuda) Ltd.



Hannover Life Reassurance Company of America



HDI Reinsurance (Ireland) Ltd.



HDI-Gerling de México Seguros S. A.



HDI-Gerling Rechtsschutz Versicherung AG



Magyar Posta Biztosító Zrt. (Hungary)



Hannover Reinsurance (Ireland) Ltd.



Hannover Life Reassurance Bermuda Ltd.



Protection Reinsurance Intermediaries AG



HDI-Gerling Verzekeringen N.V. (Netherlands)



HDI Direkt Versicherung AG



HDI Assicurazioni S. p. A. (Italy)



Hannover Re Takaful B. S. C. (c) (Bahrain)



Hannover Life Re of Australasia Ltd.



Talanx Service AG



HDI-Gerling Insurance of South Africa Ltd.



neue leben Lebensversicherung AG



HDI Seguros S. A. (Mexico)



International Insurance Company of Hannover Ltd. (UK)



Hannover Life Reassurance (Ireland) Ltd.



Talanx Systeme AG



HDI Seguros S. A. (Spain)



neue leben Unfallversicherung AG



HDI-Gerling Zycie TU S. A. (Poland)



HDI-Gerling America Insurance Company



PB Lebensversicherung AG



HDI Asekuracja TU S. A. (Poland)



PBV Lebensversicherung AG



OOO Strakhovaya Kompaniya “CiV Life” (Russia)



PB Versicherung AG



HDI Strakhovaya (Russia)



Hannover Life Reassurance (UK) Ltd.



Group segments Industrial Lines



PB Pensionsfonds AG



CiV Hayat Sigorta A. Ş. (Turkey)



Retail Germany Retail International Non-Life Reinsurance Life/Health Reinsurance



TARGO Lebensversicherung AG



HDI Sigorta A. Ş. (Turkey)



TARGO Versicherung AG



HDI STRAKHUVANNYA (Ukraine)



Corporate Operations Major participations only, simplified representation Valid: 01.03.2011
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Strategy The Retail International segment is charged with growing in



The Talanx Group is internationally active in primary insur-



the strategic target markets of Central and Eastern Europe



ance (with the exception of the health and credit lines) and



as well as Latin America both through its own eﬀorts and by



reinsurance business. In its domestic market our Group is a



way of acquisitions; it is also tasked with optimizing activities



major player in shaping the insurance industry. At Talanx,



in existing markets and cultivating new markets. Despite the



we optimize the interplay of insurance and reinsurance



diﬀerences in the various target markets, experience, prac-



as an integral component of our business model with the



tices and products can be transferred to other markets. This



aim of consistently enhancing the opportunity/risk proﬁle,



division will thus evolve into a source of know-how that will



increasing capital eﬃciency and leveraging growth and proﬁt



ﬁnd it easier to expand its business or enter lucrative new



opportunities more ﬂexibly. What is more, this composition



markets.



of the Group portfolio ensures that even in diﬃcult market phases our Group has at its disposal suﬃcient independent



The Reinsurance segment, led by Hannover Re, remains



risk capacities to support its clients reliably and over the long



unchanged.



term, tap into interesting markets and thereby safeguard and enhance the independence and underlying value of the



The Corporate Operations segment has been enlarged



Group for investors and employees on a lasting basis.



through the addition of two companies: the service company Talanx Service AG and the IT service provider Talanx



The Group is headed by Talanx AG as a ﬁnancial and manage-



Systeme AG, which is to commence operational activities in



ment holding company. Its primary task is to lead and steer



the course of 2011. As before, the segment also includes the



the Group. In its management of the Group, Talanx AG relies



Financial Services sector, which along with the Group’s own



on the organizational principle of centralized Group steering



internal reinsurance broker Protection Reinsurance Inter-



functions and concentrated Group service functions, on the



mediaries consists primarily of the asset management com-



one hand, combined with local proﬁt responsibility on the



panies. Talanx AG, which is also assigned to this segment, is



part of the divisions, on the other. The success enjoyed by the



extending its function from that of a pure ﬁnancial holding



Talanx Group is attributable in special measure to this orga-



company to a ﬁnancial and management holding company



nizational structure, which accords the individual divisions a



as part of the restructuring. Going forward, then, the Group



very high level of entrepreneurial freedom and proﬁt respon-



will be steered more centrally from Talanx AG. The latter will



sibility. In this way the various units are best able to act on



continue to perform its previous strategic tasks, but will also



their growth and proﬁt opportunities.



exert a greater inﬂuence on the positioning and performance of the divisions in order to ensure adherence to the overall



While the Talanx brand – as the name given to the ﬁnancial



strategy.



and management holding company, the service companies and the management companies of individual divisions – is oriented exclusively towards the capital market, on the operating side our considerable international product expertise, our forward-looking underwriting policy and our distribution resources are reﬂected in a multi-brand strategy. This enables us to optimally align ourselves with the needs of diﬀerent customer groups, regions and cooperation partners. Furthermore, it promotes the eﬃcient integration of new companies and/or business sectors into the Group. Not only that, this structure facilitates a highly developed capacity for cooperation which can be harmonized with a diverse range of partners and business models.
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A crucial factor in the success of our multi-brand strategy is



The utilization of the Group net income is geared both to



the optimal support that it is given through lean, eﬃcient



any necessary strengthening of the Group’s capital base and



and standardized business processes combined with a state-



to the distribution expectations of investors. Reinforcement



of-the-art and – as far as possible – uniform IT structure.



of our capital base makes us less dependent upon movements on primary and reinsurance markets and enables us to generate a sustainable attractive dividend yield com-



Strategic objectives of Talanx



mensurate with market standards. The distribution policy of the divisions is centrally managed by Talanx AG in compli-



The paramount strategic objectives of the Talanx Group are



ance with the pertinent legal framework conditions, always



safeguarding a lasting majority interest of HDI V. a. G. and



guided by the twin goals of optimizing capital eﬃciency



hence extensive independence from unsustainable capital



at the Group companies and satisfying the liquidity and



market interests with a short-term orientation as well as



capital requirements of the Group and Talanx AG. Building



focusing on stakeholder value. This is driven by the ﬁrm



upon this, we are able to pay our shareholders an attractive



conviction that only on this basis can the Group’s policy be



competitive dividend on a sustained basis.



geared to reliable continuity, above-average proﬁtable growth and hence long-term value enhancement. This is done with



Capital management



the intention of living up to the interests of both sharehold-



The capital management of the Talanx Group is geared to



ers and – so to speak as a prerequisite – customers and staﬀ



an optimized risk-adequate capital structure in order to



in a balanced manner and generating the greatest possible



reinforce the Group’s ﬁnancial strength.



beneﬁt for these groups. We accomplish these aspirations through a strong Talanx Group that is continuously able



This is achieved in two ways: ﬁrstly, we optimize the capi-



to provide the best possible risk protection by consistently



tal structure by using appropriate equity substitutes and



consolidating and optimizing its equity base and capital



ﬁnancing instruments; secondly, we align our equity



allocation. As a mandatory guiding principle, these strategic



resources such that they at least meet the requirements of



objectives form the basis from which all other Group goals



Standard & Poor’s capital model for an “AA” rating. Equity



are derived.



resources in excess of this requirement are established to boost our earnings potential above and beyond the return



Our strategy for human resources management is described



on reinvested funds, e.g. through improved provision of risk



at length in the section “Non-ﬁnancial performance indica-



capacity and protection or through greater independence



tors”,



from reinsurance and retrocession markets.



pages 74 et seqq. while the management of oppor-



tunities and risks is described in the “Opportunity and risk report”



pages 83 et seqq. These two aspects are therefore



not discussed further here.



Capital resources are, as a general principle, allocated to those areas that promise the highest risk-adjusted posttax proﬁt over the medium term. In this context we make



Proﬁt target



allowance for the desired portfolio diversiﬁcation and the



The Talanx Group strives for continual, above-average value



required risk capital as well as the general regulatory frame-



enhancement of the invested capital in keeping with the



work. Allocation is based on the expected intrinsic value



risk exposure. We seek to rank among the ﬁve most proﬁt-



creation (IVC), arrived at from coordinated business plans.



able of Europe’s 20 largest insurance groups – measured by our return on equity under IFRS. Our Group’s minimum target in relation to the Group net proﬁt after tax and before minorities is an IFRS return on equity 750 basis points in excess of the average risk-free interest rate. This is deﬁned as the average market rate over the past ﬁve years for 10-year German government bonds.
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Enterprise management In recent years Talanx AG has opened up to the capital



Within the Talanx Group we have set ourselves the follow-



market in order to be able to boost its ﬁnancial strength



ing core tasks, which must be fulﬁlled on a sustained basis:



even before going public. The next logical step as part of



providing reliable support for our customers, maintaining



this progressive capital market orientation is an initial



suﬃcient independent capacity in all market phases, culti-



public oﬀering (IPO) with the aim of placing a maximum



vating new markets and safeguarding as well as increasing



49.9 percent of the voting equity of Talanx AG on the stock



the intrinsic value of the Group for stakeholders for the



market. This stock market ﬂotation will be implemented by



long term. At the same time, the extent of the requirements



way of a capital increase in order to maximize the strength-



placed on insurance groups by the regulatory environment



ening of our asset base and the resulting strategic options.



and by capital markets and rating agencies is growing. The point of departure determined by these internal and external inﬂuencing factors causes us to deﬁne the following goals:



Growth target In order to preserve and further improve our competitiveness, we strive for proﬁt-oriented growth within the Talanx



■



Increase profitability and create value



Group while preserving the optimal segmental and regional



■



Make optimal use of capital



diversiﬁcation of the portfolio and keeping a close eye on the



■



Optimize the cost of capital



risk-adjusted return. This is achieved organically, by way of



■



Invest in areas where we generate the highest risk-adjusted



■



Seize strategic opportunities and at the same time remain



return over the long term



strategic and complementary acquisitions as well as through cooperation arrangements.



aware of and manage the immanent risks The target structure, measured by the value contribution of the individual divisions to the total value of the Group after



We pursue these goals with the aid of our holistic, integrated



minorities, breaks down as follows:



management system, in which we devote special attention to the four fundamental management processes that govern



Life/Health Reinsurance 15%



the interplay between the holding company Talanx AG and Industrial Lines 30%



Non-Life Reinsurance 15% Retail International 20%



the Group’s various divisions: capital management, performance management, risk management and mergers & acquisitions (M&A).



Retail Germany 20%



Performance management Performance management is the centerpiece of our array



In the medium term it is envisaged that the proportion of



of steering tools. Under our systematic approach a clear



gross premium from primary insurance generated outside



strategy geared to ensuring the Group’s long-term survival



Germany (Industrial Lines and Retail) should amount to half



and the consistent implementation of this strategy are fun-



the total gross premium volume in primary insurance.



damental to eﬃcient enterprise and group management. Since instances of mismanagement are very often due to the



In view of the varying risk proﬁles of our divisions we set



inadequate implementation of strategy, we devote particu-



ourselves exclusively proﬁt targets in volatile segments. In



larly close attention to the process steps that enable targeted



less risk-exposed segments we deﬁne both proﬁt and volume



alignment of our entrepreneurial actions with the strategic



targets.



objectives.



More extensive elaboration of this strategic framework – in terms of products, customer groups, sales channels and countries – is provided by our individual divisions.



Management report The Talanx Group. Enterprise management



The major stages of strategy implementation consist of the



■



The holding company and segments/divisions use a con-



drawing up of strategic program planning, i.e. the breaking



sistent performance metric to manage their business.



down of the strategic objectives into subgoals, and the subse-



The performance metric not only encompasses purely



quent breaking down of these subgoals into operational goals



financial core management ratios but also other relevant



that are backed by concrete measures.



operational management ratios from four different perspectives: the financial perspective, the market/customer



Performance management and the steering of segments/



perspective, the process perspective and the staff perspec-



divisions are guided by the following basic principles:



tive. ■



■



Performance is discussed and assessed in regular meetings



The Board of Management of Talanx AG (holding com-



between the Board members with responsibility for the



pany) sets out strategic indications as a framework for the



holding company and the segments/divisions on the basis



planning and orientation of business activities. The focus



of this performance metric.



is on the Group’s core management ratios and on Groupwide strategic initiatives. The target indications set by the



We link our strategic planning with the operational planning



holding company thus define the Group’s aspirations to



using the performance metric by setting out our strategy



economic value creation, profitability, level of security and



measurably in structured overviews and monitoring its



growth initiatives.



execution.



Core management ratios



Operational management ratios



From Group parameters and strategic program planning of the segments/divisions:



Operational requirements from the segments/divisions:



IVC, xRoCC



Financial perspective



Market and customer perspective



Finance



Market/Customers



Internal perspective



Learning and development perspective



Processes



Staff



Dividend Risk budget, capital adequacy ratio (CAR)



Our ﬁve core management ratios: ■ IVC – Intrinsic Value Creation



Value creation of the segment/division in accordance with value-based management (as an absolute amount) ■ xRoCC – Excess Return on Company’s Capital



Value creation of the segment/division in accordance with value-based management (relative to the company’s capital) ■ Dividend/profit transfer of the segment/division ■ Risk budget



Definition of available risk capital per segment/division ■ Capital adequacy ratio (CAR)



Minimum solvency level of the segment/division (ratio of company’s capital to risk-based capital)



Group holding company and Group segments/divisions use a consistent performance metric to manage business.
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Management indicators



The IVC is calculated diﬀerently for “life” and “non-life” on the basis of distinct speciﬁc ratios:



As part of our performance management we measure economic value creation from strategic planning to operational



NOPAT



management using our central management indicator,



Cost of risk-based capital



namely Intrinsic Value Creation (IVC). Cost of excess capital



The IVC enables us to record and consistently allocate the



IVC Non-Life



value contributions of the Group on diﬀerent hierarchical levels – Group, segment/division and company. The IVC and its methodological determination form the basis on which the value contributions of the segments/divisions and of the individual operational units can be measured in a compa-



In non-life business (i.e. property/casualty insurance and



rable manner – making allowance for their speciﬁc character-



non-life reinsurance) the IVC measures the diﬀerence



istics – in order to reliably identify value-creating areas. The



between the NOPAT (net operating proﬁt after adjustments



core management ratios, the operational management ratios



and tax) and the cost of capital for risk-based capital and



and their respective degrees of goal accomplishment create



excess capital.



the transparency needed to optimize the allocation of capital and resources, pinpoint risks and opportunities and initiate



The NOPAT is an economically informative performance



further measures.



and management ratio for the reporting period in question. It is comprised of the Group net income recognized under



Our value-based management tools were continuously



IFRS after tax and fair value adjustments that arise out of



reﬁned and anchored in the Group-wide management pro-



the change in diﬀerences between present values and car-



cess in 2010. A key point of emphasis – one that should also



rying amounts in the balance sheet (loss reserve discount,



be viewed in conjunction with the relevant initiatives to



excess loss reserves, fair value changes not recognized in



regulate remuneration systems in the insurance sector – was



income).



conceptualizing the operationalization of value-based management on the levels of areas of Board responsibility, com-



The cost of capital consists of the costs for the allocated



panies and lines of business. The methodological determina-



risk-based capital and the costs of excess capital. While the



tion of the IVC – and hence of the economic value creation



risk-based capital is divided between the proﬁt centers in



– is carried out unchanged according to the basic scheme for



a manner commensurate with the risk using the Talanx



the life and non-life companies. Under this approach, the



risk model on the basis of a 99.97 percent Value at Risk,



intrinsic value creation constitutes the economic net income



the excess capital is arrived at as the diﬀerence between



for the period less the cost of capital.



the risk-based capital and the company’s capital. The costs for the risk-based capital are determined from the following components: a risk-free basic interest rate*, frictional costs** and a risk margin to reﬂect the market in question. For the excess capital, on the other hand, only the risk-free interest rate and the frictional costs are used, since the capital involved here is not at risk. On the basis of our currently



* In the context of the risk-based capital: calculated as the three-year average of ten-year swap rates ** Opportunity costs incurred by shareholders as a consequence of the fact that they invest their capital not directly in the capital market but rather by a “roundabout route” through a company and the capital is tied to the company rather than being freely fungible
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Research and development applicable determination of the cost of capital, the investor



As a holding company, Talanx AG does not conduct any prod-



incurs opportunity costs for the risk-based capital that are



uct-related research and development of its own. However,



600 basis points above the risk-free interest rate. Value is cre-



we continuously work to reﬁne methods and processes that



ated above this rate of return. The targeted return-on-equity



are necessary in order to fulﬁll the business purpose, espe-



for the Group of at least 750 basis points above “risk-free”



cially in the area of risk management. In the various divisions



deﬁned in our umbrella strategy thus already includes a not



we analyze trends such as demographics or climate change



inconsiderable aspiration to intrinsic value creation.



and develop products tailored to our markets and customers.



MCEV Earnings



Roll Forward



IVC Life



Value creation in life business (i.e. life insurance and life/ health reinsurance) is measured on the basis of the change in the Market Consistent Embedded Value (MCEV), which is expressed in the MCEV earnings. The MCEV earnings are thus equivalent to the NOPAT. The MCEV is deﬁned as the value of the undertaking, which is measured as the discounted present value of future earnings until ﬁnal run-oﬀ of the in-force portfolio plus the fair value of equity, making allowance for capital commitment costs. We chose the MCEV as the basis for value-based management of the life insurance business because it constitutes the value of the undertaking inherent in the already transacted insurance portfolio from the standpoint of the shareholder. The IVC Life is determined as the diﬀerence between the MCEV earnings and the roll forward; the latter corresponds to the expected cost of capital after allowance for the risk exposure in relation to capital market risks. In order to measure the comparable return delivered by business units or divisions of varying size, the IVC is considered in relation to the corresponding available capital. In this way we arrive at the ratio known as the xRoCC (Excess Return on Company’s Capital), which indicates the return for the shareholder in excess of the cost of capital.



35



36



Talanx Group Financial report 2010



Markets, business climate and legal environment Overall economic development



Despite monetary policy intervention by the US Federal Reserve and the European Central Bank on a massively



The hallmarks of 2010 were the global economic recovery



expansionary scale, inﬂation in both regions remained on



and the sovereign debt crisis. The picture around the world



a modest level. The inﬂation rate in the United States in



was a very mixed one: emerging markets as well as developed



November 2010 stood at 1.1% relative to the previous year,



countries – ﬁrst and foremost Germany – linked with them



while in the Eurozone the ﬁgure was 1.9% and in the United



through strong export relationships enjoyed a vigorous



Kingdom it was 3.3%. In the latter case, however, an increase



upturn. Growth in some countries on the Eurozone periph-



in value-added tax and exchange rate eﬀects both played a



ery, however, was curtailed by the spreading sovereign debt



signiﬁcant role. Core inﬂation reached historic lows in 2010,



contagion and corresponding austerity eﬀorts.



standing at 0.8% in the US in November, 1.1% in the Eurozone and 2.5% in the UK.



The eruption of the sovereign debt crisis was triggered by the downgrading of Greece’s credit rating and the rapid increase



Movement of the euro relative to other currencies



in risk premiums for Spain, Portugal and Ireland too – as



31.12.2009 = 100



well as Italy as the year progressed. The European Union and



110



the International Monetary Fund (IMF) approved a bailout



105



package for Greece and additionally agreed upon a safety net



100



– comprised of credit commitments – for Eurozone countries



95



at risk. Ireland was the ﬁrst country to avail itself of this assis-



90



tance, taking out loans of EUR 85 billion in November.



85



Unemployment in the United States remained stubbornly



Pound sterling US dollar



JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC



at a historic high of 9.4%, just 0.5% lower than at the end of 2009. Convincing corporate proﬁts across all reporting



The euro depreciated against the US dollar from 1.43 USD/



seasons provided a ray of light, and hence the US generated



EUR to 1.19 USD/EUR. The bailout package for Greece and



third-quarter growth of 3.2% year-on-year. The ﬁgure for



the subsequent establishment of a rescue fund for aﬀected



the Eurozone was 1.9%. Germany took over as the driver of



Eurozone countries gave the single currency some breath-



growth within the Eurozone, recording an increase of 3.6%



ing space, as a result of which it had recovered to 1.34 USD/



for the full year.



EUR by year-end. The movement of the rate against the pound sterling was almost a mirror image: the rate slipped from 0.89 GBP/EUR as the year progressed to 0.81 GBP/EUR



Change in real gross domestic product relative to the previous year 1)



and then recovered by year-end to 0.86 GBP/EUR.



2010 1)



2009



+2.9 +1.7 +3.6 +1.7 +4.2



–2.6 –4.0 –4.7 –4.9 –6.3



% change relative to the previous year



USA Eurozone Germany United Kingdom Japan



1) Source: Commerzbank, Economic and Market Monitor, valid: 17 January 2011;



2010: provisional ﬁgures



Capital markets Central banks in the United States and the Eurozone pressed ahead with their extremely relaxed monetary policy in 2010. The US Federal Reserve left its key interest rate unchanged at virtually zero. In the third quarter the decision was taken to invest funds from maturing instruments in US treasury bonds. This was followed in November by the announcement of further monetary policy expansion through the additional purchase of government bonds. Altogether, the Federal Reserve is looking to buy up the equivalent of roughly USD 900 billion by the summer of 2011. These unprecedented steps were prompted by the fear that the US economy could slip back again into recession.



Management report Markets, business climate and legal environment



Similarly, the European Central Bank also kept its foot on



Movements on equity markets in 2010



the gas in 2010. The prime rate was left unchanged at 1%



31.12.2009 = 100



and tender transactions were awarded in full. Not only that, the ECB also began to buy up government bonds. As justiﬁcation for this move, hitherto unprecedented in the history of the ECB, the temporary impairment in the proper functioning of the markets was cited: the purpose of these measures is not to extend the money supply, but rather to hold



DAX



130



S&P 500 115 Dow Jones EURO STOXX 50



100
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After an untroubled ﬁrst quarter in which yields moved sideways, the debt crisis aﬀecting countries on the Eurozone



Movements on equity markets in the developed countries



periphery took center stage in the following months. This



were driven by the sovereign debt crisis in 2010. A brief



prompted a ﬂight to low-risk asset classes among market



period of consolidation at the beginning of the year was



players. The market for government bonds issued by AAA-



followed by an upward movement from February onwards,



rated core countries, especially Germany, proﬁted from this



although this quickly came to an end as the second quarter



development. The risk aversion displayed by market par-



got underway owing to the emerging sovereign debt issues.



ticipants caused yields on 10-year government bonds in the



Prices then moved sideways until the end of the third quar-



Eurozone to fall to levels barely above 2% on multiple occa-



ter. The closing quarter of 2010 ushered in a year-end rally in



sions between April and August. Parallel to this, risk premi-



which almost all indices reached new highs.



ums for government bonds issued by peripheral Eurozone countries increased sharply. While the extensive bailout



The varying economic developments were reﬂected in the



packages repeatedly served to calm markets for the short



equity indices. The strong performance of the German econ-



term in the period that followed, the skepticism prevailing



omy carried over to the DAX, which closed the year with a



among market players remains very high overall to this day.



performance of +16%. The EURO STOXX 50, on the other hand, performed weakly in the course of the year on the back of the



Yields on 10-year government bonds in 2010



sovereign debt crisis aﬀecting Eurozone peripheral countries



%



and recorded a negative performance of –2%. The S&P500 United Kingdom



4.5 4.0



USA



3.5



Germany



3.0



Total Return beat the previous year by 14%. While economic worries proved to be a drag on stock markets, the abundant supply of liquidity provided by central banks as well as – most signiﬁcantly – surprisingly strong corporate



2.5



proﬁts and increased M&A activities were positive drivers. The successful outcome of the stress tests performed on JAN FEB MAR APR MAY JUN JUL AUG SEP OC



NOV DEC



banks at the start of the second half-year was also a source of relief.



In conjunction with implementation of a Bank Reorganization Act in Germany at the beginning of November, the market segment for ﬁnancial bonds also saw a signiﬁcant increase in risk premiums. Since developments on the economic side were looking brighter, particularly in Germany, yields rose sharply in this period on the interest rate front. 10-year German federal government bonds listed just below 3% at year-end. All relevant euro bond markets closed the year with a positive performance.
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International insurance markets



less remains strong, since the earliest possible and continuous accumulation of funded individual retirement provision



The dominant inﬂuencing factor on international insurance



constitutes an essential component of long-term wealth



markets in 2010 was the global economic recovery, which



management.



oﬀered insurance enterprises a good opportunity to replenish their capital resources after the slumps prompted by the



The picture on the non-life insurance and reinsurance mar-



worldwide ﬁnancial and economic crisis. The broadly positive



kets was a mixed one in 2010. Although the primary sector



development of business was, however, adversely aﬀected by



proﬁted from rising demand as the economic gloom lifted,



disruptive eﬀects such as the sovereign debt crisis and pro-



premium growth – especially in saturated markets – was



tracted political turmoil in several regions of the world along



limited. The continued soft market conditions, particularly in



with the associated instabilities. Steadily growing importance



the industrial and motor insurance lines, led to a worsening



also attaches to the requirements – which have become



of the underwriting result in 2010 that reﬂected an increase



increasingly exacting in recent years – placed by regulators



in the combined ratios based on claims for the ﬁnancial year.



on insurers and ﬁnancial services providers; these are giving



This was equally true of the US and major European markets.



rise to a broad spectrum of new management and supervi-



Reinsurance markets, on the other hand, were in a compara-



sion processes that need to be implemented. The sustained



tively better state. Along with the positive run-oﬀ results



low interest rate environment continues to present an enor-



from well-priced prior years and broadly intact underwriting



mous challenge to the ability of companies to fulﬁll insur-



discipline combined with an adequate rate level, this pro-



ance contracts, some of which remain in force over decades.



duced satisfactory results overall despite increased spending



Measured by international standards, even though the shock



on catastrophe losses.



waves of the ﬁnancial crisis have still not entirely dissipated, the insurance sector nevertheless once again proved to be a



On the climate front 2010 will go down in the books as the



major stabilizing factor in 2010. The security and provision



warmest year since measurements began around 160 years



concepts that it oﬀered again constituted an indispensable



ago. With 950 natural catastrophes – roughly 90% of them



element of the macroeconomic cycle. As one of the most



weather-related – it also recorded the second-highest number



prominent investors around the globe, the international



of major loss events since 1980. The probability of a correla-



insurance industry plays a key role in growing prosperity



tion between the clearly measurably trend towards global



for private households and the business community. Life



warming and the increased proliferation of natural disasters



insurance markets continued to recover from the setbacks



to record levels is now assessed as high by georesearchers and



of the ﬁnancial crisis in 2010, which had taken a particularly



risk researchers. It should also be noted that the number and



heavy toll on certain products such as unit-linked life and



severity of earthquakes has also grown steadily in recent years.



annuity insurance. The resurgence of new business helped boost premium income worldwide. On the other hand, the diminished returns in the investment sector served to curtail the proﬁtability of life insurers. On the life reinsurance side, products for longevity risks and sizeable block assumption transactions served as growth drivers in the industrialized nations, while sales of products covering the risks of death and disability were ﬂat. Demand for individual retirement provision and coverage for surviving dependants neverthe-
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Compared to the previous year, the volume of total eco-



to a long-term commitment such as for retirement provi-



nomic losses climbed in 2010 by around USD 60 billion to



sion –, the German insurance industry presented an excep-



roughly USD 130 billion worldwide, of which approximately



tionally stable picture – even without the growth eﬀect stem-



USD 37 (2009: 22) billion were attributable to insured losses.



ming from single-premium business. Despite the limited



What is more, 2010 saw the third-most severe hurricane sea-



growth potential due to the high level of market saturation in



son – measured by number and intensity – in the past 100



Germany, the capital and reserves of the German insurance



years, although it produced relatively low insured losses in



industry make it – now more than ever – a reliable guarantor



the order of USD 150 million owing to the fact that the hur-



for protection against the diverse risks faced in both private



ricanes raged almost exclusively on the open seas. The rising



and business life.



population density and concentration of values around the world, sharply growing traﬃc and shipping volumes and the



In German property and casualty insurance the upturn in



close interlinking of goods and services internationally are



business was further consolidated – insofar as this was pos-



reﬂected in a steadily increasing vulnerability of people and



sible given the degree of market saturation reached in most



infrastructure to natural catastrophes and man-made disas-



lines – and led to premium growth of just under 1%. Motor



ters. Despite the alarming numbers, therefore, it may be con-



insurance, the largest single line, continues to be of crucial



cluded that 2010 passed oﬀ reasonably innocuously.



importance to the business development in property and casualty insurance as a whole. Massive price competition had raged in this key line for numerous years; with the pre-



German insurance industry



mium level no longer adequate, however, most providers have now begun to rethink their approach with an eye to



Development of premium income in the individual insurance lines in Germany



greater commercial sense, and this has been reﬂected in cor-



2010 1)



2009



+0.7



+0.2



+6.8 +6.0 +4.7



+7.1 +3.8 +4.2



in % compared to previous year



Property/casualty insurance Life insurance/ occupational retirement provision Private health insurance Total



responding tariﬀ increases for new business. This marks a ﬁrst step towards bringing about the urgently needed turnaround in average premiums – which are currently still falling – in motor business in the foreseeable future. The growth



1) Provisional ﬁgures



recorded in motor insurance in 2010 was generated above all by own damage insurance, while premiums for liability coverage continued to decline slightly. In the other property and casualty insurance lines, too, premium increases are to be expected for 2010 – with the exception of marine and



With growth of a good 4% in 2010 – another slight increase



general liability insurance. The picture on the claims side



on the previous year – the German insurance industry



shows – compared with the burden of losses incurred in pre-



impressively maintained its positive premium trend of



vious years and also with an eye to the premium growth – a



recent years. It should, however, be borne in mind that a not



disproportionately marked increase, which can be attributed



inconsiderable part of this growth derives from so-called



not least to the major loss events recorded in the year under



single-premium business in life insurance. This is a product



review (including winter storm “Xynthia”). The underwriting



group that consists, ﬁrstly, of annuity insurance products



results are therefore likely to reﬂect a rise of 1–2 percentage



and, secondly, of so-called capitalization products under



points in the combined ratio, which could not be oﬀset by



which investors are able to park capital at attractive interest



investment income on account of the low interest rate envi-



rates. Although there was no mistaking an appreciable cau-



ronment.



tion among broad groups of buyers – especially with respect
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For the second consecutive year the German life insurance industry generated signiﬁcant premium growth in 2010. With



Legal and regulatory environment



an increase of 7% German life insurers (excluding providers of occupational retirement provision in the form of Pen-



Particularly in the sphere of international and national



sionskassen and Pensionsfonds) boosted their gross written



supervisory law, the year under review again confronted



premium to around EUR 87 billion. As in the previous year,



the Group with a large number of new and sometimes com-



a signiﬁcant portion of this gratifying growth derived from



plex developments in the legal environment that were not



single-premium business, which recorded a gain of some



always adequately coordinated on the international level.



30% to reach a volume of EUR 26 billion. Single-premium business was assisted by the prevailing climate and capital



Most notable on the European level was the fact that the



market conditions. The funds available for investment were



European Commission moved forward with its “Omnibus



only able to attract very low interest rates in bank deposits, as



II Directive” proposal; on the one hand, this contains wide-



a consequence of which considerable amounts were invested



reaching Solvency II transitional measures, while, on the



in products oﬀered by insurers ranging from immediate and



other, it is intended – as an omnibus directive – to make



deferred private annuities through so-called “Riester” and



amendments to other directives in order to bring them into



“basic” pensions to capitalization products. Capitalization



line with the new EU regulatory architecture for ﬁnancial



products – normally short-term ﬁnancial investments similar



supervision.



to savings accounts – at times enjoyed very brisk demand, at least as long as an appealing above-average return was



The new European regulatory agency for the insurance



oﬀered. Since the fourth quarter of 2010, however, the growth



industry, the Frankfurt-based European Insurance and



momentum of this form of single-premium business has



Occupational Pensions Authority (EIOPA), commenced its



slowed appreciably – a reﬂection of interest rate reductions



work on 1 January 2011. It forms part of the newly imple-



and the wide-ranging restriction of such product oﬀerings to



mented European System of Financial Supervision (ESFS),



the maturity beneﬁts of providers’ own existing customers.



which encompasses the European Systemic Risk Board



In contrast to single-premium business, new business with



(ESRB), the three new regulatory bodies – namely the Euro-



regular premium payments fell away sharply owing to the



pean Banking Authority (EBA), the European Insurance and



fact that the willingness to enter into longer-term contracts



Occupational Pensions Authority (EIOPA) and the European



evidently has still to re-establish itself across a broad front



Securities and Markets Authority (ESMA) – and, last but not



in the wake of the shock inﬂicted by the ﬁnancial crisis. Nev-



least, the national regulatory bodies.



ertheless, customers remain keenly interested in security. This need dovetails with the core competence of German



Even though EIOPA probably will not, as a general principle,



life insurers, who are able to satisfy the diverse spectrum of



have any powers for operational supervision of the Group,



return and security expectations with their extensive prod-



its inﬂuence on our regulatory environment will be signiﬁ-



uct range.



cant. In the ﬁrst place, going forward it is envisaged that national regulators will have to justify divergences from



Despite the protracted low interest rate environment, which



EIOPA recommendations to EIOPA. Secondly, the “Omnibus II



continues to put German life insurers to an endurance test



Directive” proposal includes powers to adopt so-called bind-



that must be taken seriously, and despite policyholder bon-



ing technical standards, on the basis of which EIOPA would



uses that are sinking market-wide, maturity beneﬁts in proﬁt-



like to develop a “single rule book” EU-wide by the end of 2011.



sharing new endowment and annuity business declined only very moderately, if at all. In this respect, policyholders beneﬁted from the fact that the ﬁxing of the interest rate for the interest paid on credit balances constitutes only one of several factors that determine the total amount of surplus participation.
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Business development In general terms, particularly on the international level,



The Talanx Group recorded single- to double-digit percentage



an unchanged tendency – for example on the part of the



growth for a number of key indicators in 2010: speciﬁcally,



Financial Stability Board – could again be observed in the



gross written premium – especially in foreign markets –, new



year under review towards applying to the insurance sec-



business and investment income. The increased premium



tor considerations relating to the avoidance of crises in



and improved investment performance did not, however, oﬀ-



the banking sector without any discernible appreciation of



set the decline in the underwriting result, as a consequence of



the considerable material diﬀerences. The Group is closely



which the operating proﬁt (EBIT) fell well short of the previ-



tracking these tendencies and adds its appropriate critical



ous year. The reasons are varied in nature, but are associated



input to the ongoing discussions.



in particular with considerably high risk provision at German life insurers and in international retail business, most nota-



Developments on the national level in the year under review



bly with an eye to future capital market measures. Despite



included, for example, the replacement of the Requirements



this, the Group’s ﬁnancial strength – expressed in terms of its



for Remuneration Systems in the Insurance Industry initially



solvency ratio – was boosted.



published in December 2009 in the form of a Circular by the Federal Financial Supervisory Authority (BaFin) with the Regulation on the Supervisory Law Requirements for Remu-



Gross written premium in EUR billion



neration Schemes in the Insurance Sector (VersVergV), which entered into force on 13 October 2010. The legal basis for



19.4



19.1



19.0



2006



2007



2008



20.9



22.9



adoption of such a Regulation had been lacking in 2009; the legislator created it in the year under review in the form of the new § 64 b Para. 5 Sentences 1–4 of the Insurance Supervision Act (VAG). The content of the Regulation leans very heavily on the BaFin Circular on Requirements for Remuneration Systems in the Insurance Industry published in the previous



2009



2010



reporting period. Essentially, it remains the case that the aim of legislators with the remuneration rules is to avoid negative incentives through inappropriate variable remuneration



Operating profit (EBIT)



components.



in EUR million 1,497



1,462



The protracted period of low interest rates in the year under



1,286



review has demonstrated that the stipulations contained in



1,032



§ 153 Paragraph 3 of the Insurance Contract Act (VVG) govern-



608



ing the participation of insureds in the valuation reserves need to be adjusted. Under the current legal regulations, such low-interest rate phases lead to excessive participation of departing policyholders in the area of long-dated bonds; this is not compatible with considerations of fairness within the collective of policyholders or with the imperative that the risk-bearing capacity of life insurers should be preserved. In the year under review the Group took an active part in discussions with lawmakers regarding the urgent need for immediate adjustment of the legal situation.



1) Adjusted on the basis of IAS 8



20061) 20071) 20081) 20091) 2010
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First steps in the restructuring completed



Business experience of the Group



As planned, the ﬁrst steps in the restructuring of the Talanx



Gross written premium including savings elements of pre-



Group’s primary insurance sector launched in September



mium under unit-linked life and annuity policies grew by



2009 have been completed and agreed upon with the social



9% to EUR 22.9 (20.9) billion. The increase stemmed from



partner. What is more, they are already bearing the ﬁrst fruit:



reinsurance business as well as the Retail International seg-



in Germany the Group was able to expand its new business in



ment. Growth was for the most part organic; movements in



2010 despite challenging market conditions. The fact that our



exchange rates accounted for 3 percentage points of the rise



measures are already working shows that we have reached



in premium. The number of policies in primary insurance



our ﬁrst milestone in the Group restructuring without los-



business climbed by 5.4% to 23.6 (22.4) million, driven chieﬂy



ing sight of the market. Yet we have not yet accomplished



by the companies abroad.



our goal. The next steps in the Group restructuring for 2011 will focus on German retail lines. Intensive preparations are



Investment income surged by 20% to EUR 3.2 (2.7) billion. The



already being made in order to get this division ﬁt for the



increase was attributable to improvements in the primary



future. The aim is to gear business processes and the organi-



insurance segments – especially Retail Germany – and in



zation to the needs of customers and sales partners and, with



Non-Life Reinsurance. The operating proﬁt (EBIT) came in at



this in mind, to develop product, sales and service strategies



EUR 1.0 (1.5) billion, a contraction of 31%. This was due prin-



that span the various lines of business.



cipally to a poorer performance in German life insurance – driven above all by increased risk provision – as well as the poorer experience of certain companies in the Retail Interna-



Advances in international business



tional division. As a further factor, after an exceptionally low burden of losses in the previous year, the underwriting result



The Group can report unusually strong organic growth in



in Industrial Lines and Non-Life Reinsurance declined. Over-



foreign markets, most notably in Latin America – and here



all, the underwriting result deteriorated – in part also due



especially Brazil.



to the participation of policyholders in the increased investment income – by 98% to –EUR 2.0 (–1.0) billion. Owing to



The agreement of a cooperation arrangement with the Japa-



rising combined ratios – especially in the Industrial Lines and



nese life insurer Meiji Yasuda marked another success for



Retail Germany divisions – the overall combined ratio moved



the Group. In this connection Talanx AG issued a Solvency



higher: it climbed 4.2 percentage points to 100.9 (96.7)%. The



II-compliant bond subject to mandatory conversion at the



other income also fell short of the previous year’s level. Group



time of the planned initial public oﬀering of Talanx AG. Meiji



net income after tax and minorities reached EUR 220 (485)



Yasuda Life took up this capital participation in a volume



million, corresponding to a return on equity of 4.6 (11.8)% on



of EUR 300 million; at the same time the two companies



the considerably higher level of Group shareholders’ equity



entered into a strategic partnership. The pooling of both



relative to the previous year.



partners’ strengths increases the prospects for each of them to access new markets. Joint investments are envisaged in the focus markets of Poland and Turkey. What is more, by putting in place an institutional anchor shareholder even before going public Talanx enjoys greater security in its ﬁnancial planning.
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Development of the Group segments



As an internationally operating industrial insurer, HDIGerling Industrie supports its clients at home and abroad with bespoke solutions optimally tailored to their individual



Segmental breakdown of gross premium Industrial Lines 13%



Life/Health Reinsurance 21%



needs. The product range extends from casualty, motor, accident, ﬁre and property insurance to marine, special lines and engineering insurance. Industrial clients in Germany



Retail Germany 30%



Non-Life Reinsurance 26%



and foreign markets proﬁt from decades of experience in risk assessment and risk management, since the complex risks faced by industry and SMEs necessitate special protection.



Retail International 10%



Comprehensive insurance solutions are assembled on the basis of customized coverage concepts, thereby providing the complete product spectrum needed to protect against entrepreneurial risks. Just as importantly, thanks to its many years



Industrial Lines



of experience and proven expertise, HDI-Gerling provides 2010



2009



3,076 1,413 –57 231 185 104.1



3,077 1,405 134 240 335 90.5



Figures in EUR million



Gross written premium Net premium earned Underwriting result Net investment income Operating result (EBIT) Combined ratio (net) 1) in % 1) Including deposit interest result



professional claims management that delivers the fastest possible assistance worldwide in the event of loss or damage. Stable premium volume The gross written premium in the Industrial Lines segment amounted to EUR 3.1 (3.1) billion at the end of the year under review and was thus maintained on a stable level year-onyear.



The Industrial Lines division is led by HDI-Gerling Industrie



Developments varied widely in the various submarkets:



Versicherung AG. The company oﬀers the entire spectrum of



whereas in Germany it was possible in some instances to



individual products and services for its clients from eleven



push through premium increases in industrial liability busi-



locations in Germany. Through subsidiaries, dependent



ness for certain contracts in response to losses, lines such as



branches in 28 countries and network partners its activities



marine insurance with turnover-based policies still suﬀered



span the globe.



under the after-eﬀects of the economic crisis; supplementary premium adjustments and lower renewal premiums led to premium erosion. The assumption of a legal protection



Major companies in the Group segment



portfolio from the Retail Germany segment accounted for HDI-Gerling Industrie Versicherung AG HDI-Gerling Australia Insurance Company Pty. Ltd. HDI-Gerling Assurances (Belgique) S. A. HDI-Gerling de México Seguros S. A. HDI-Gerling Verzekeringen N. V. HDI Versicherung AG HDI Seguros S. A. HDI-Gerling Insurance of South Africa Ltd. HDI-Gerling America Insurance Company



Germany Australia Belgium Mexico Netherlands Austria Spain South Africa USA



premium growth of around EUR 18 million. The development of business in the various submarkets abroad was mixed: our Dutch company HDI-Gerling Verzekeringen N. V. (+EUR 16 million) and our Belgian company HDI-Gerling Assurances S. A. (+EUR 8 million) held their ground well and recorded appreciable premium gains
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in ﬁercely competitive environments. The premium income



the previous year. Not only that, in the 2010 ﬁnancial year



booked by the Austrian company HDI Versicherung AG came



a sizeable reinsurance quota share treaty was commuted in



in fractionally lower at EUR 192 (193) million. The challeng-



the motor line in Germany, resulting in derecognition of the



ing competitive state of the local market, which led to price



corresponding reinsurers’ shares in an amount of roughly



cuts most notably in motor business and the turnover-based



EUR 28 million and hence reducing accordingly the relief



lines, was a factor here. The Spanish company HDI HANNOVER



aﬀorded by reinsurance arrangements.



International España, Cía de Seguros y Reaseguros S. A. saw its premium volume contract by EUR 48 million. This can be



The gross acquisition costs and administrative expenses



attributed almost entirely to a fundamental change in the



contracted by 9% to EUR 568 (622) million; this can be attrib-



company’s orientation: since mid-2009 it has no longer been



uted to HDI-Gerling Industrie Versicherung AG (decrease of



writing any new business with retail customers. Premiums



EUR 43 million) and HDI HANNOVER International España



from this business – especially in motor insurance – had still



(decrease of EUR 16 million). The improvement at the largest



been recognized in the previous year.



company in the segment, HDI-Gerling Industrie Versicherung (HG-I), resulted from increased deferral of commissions; in the



The reinsurance premiums written in the segment remained



comparable period a smaller portion of the paid commissions



stable at EUR 1.7 (1.7) billion. Net premiums earned tracked



had been deferred. The reduced acquisition costs and admin-



this development at an unchanged level of EUR 1.4 (1.4) billion.



istrative expenses at the Spanish company were due to the drop in the business volume. The decrease of EUR 59 million



Underwriting result impacted by claims expenditures and



in the reinsurers’ shares of the acquisition costs and admin-



additional reserving



istrative expenses slightly overcompensated for the positive



The net underwriting result of the Industrial Lines segment



trend in the gross expenses, as a consequence of which the



showed a loss of EUR 58 (previous year: proﬁt of 134) million.



net expenses were almost unchanged at EUR 312 (307) million.



With a net expense ratio of 22.1 (21.9)% and a loss ratio of 82.0 (68.6)%, the combined ratio stood at 104.1 (90.5)%.



Investment income just under the level of the previous year The investment income retreated by a modest 4% to EUR 231



Net underwriting expenses in the Industrial Lines segment



(240) million. Crucial here was the fall of EUR 17 million in



climbed by an appreciable EUR 201 million to EUR 1.5 (1.3) bil-



the investment income booked by HG-I to EUR 195 (212) mil-



lion. This rise was driven chieﬂy by the increase in claims



lion. This was due to the fact that gains from the disposal of



expenditures for the ﬁnancial year across virtually all market



investments were lower than in the comparable reporting



segments, although this should be viewed against the back-



period; in the previous year substantial proﬁts had been



drop of an unusually favorable experience in the previous



realized from the sale of equity funds in a sizeable volume.



year. In addition, extensive steps were taken in the year under



The other companies in the segment posted slightly to sig-



review to strengthen the loss reserves, especially for existing



niﬁcantly higher investment income virtually across the



claims in the public liability line.



board. The inﬂuence of the ﬁnancial crisis had all but faded in the year under review.



The reinsurers’ share of the claims and claims expenses remained on a par with the previous year at EUR 0.9 (0.9) bil-



Other income inﬂuenced by special eﬀects



lion despite the rise in gross expenses. On the one hand, the



Other income improved to EUR 11 (–39) million. In this



reinsurers participated to a disproportionately modest extent



case, too, the change was attributable chieﬂy to HG-I; in



in the aforementioned strengthening of the reserves; on the



both the previous year and the year under review its other



other hand, reinsurers’ shares of the loss reserves totaling



income was inﬂuenced by special eﬀects. In the previous



around EUR 13 million were released in connection with com-



year income from the reversal of impairments on reinsur-



mutation of the reinsurance relationship with Global Re in



ance recoverables had been recognized in an amount of EUR 58 million. This had, however, been virtually oﬀset by opposing expenditures from derecognition of an asset item which stemmed from the acquisition balance of the largest property/casualty risk carrier of the Gerling Group and constituted a contra item to the loss reserves assumed
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at carrying values at the time of acquisition. In addition,



The functional organization ensures clear responsibilities



impairments of around EUR 30 million had to be taken on



and puts in place the foundation for operations spanning the



reinsurance recoverables. In the year under review it was



previous line-based boundaries between property/casualty



possible to release a signiﬁcant volume of sundry provi-



and life insurance products. This multi-line perspective is a



sions, as a consequence of which the other income booked



vital prerequisite for improving processes and services to the



by HG-I improved to EUR 28 (–7) million.



beneﬁt of customers.



Operating proﬁt sharply lower



Major companies in the Group segment



The operating proﬁt generated by the Industrial Lines segment came in at EUR 185 (335) million, a reduction of 45%. The key factor in the decline in proﬁtability was the development of the underwriting result owing to increased claims expenditures, which – with investment income remaining on a stable level – were not oﬀset by the improvement in other income. Retail Germany 2010



2009



6,823 5,507 –1,631 1,577 –44 104.2



6,614 5,158 –945 1,207 209 99.2



Figures in EUR million



Gross written premium Net premium earned Underwriting result Net investment income Operating result (EBIT) Combined ratio (net) 1) in %



HDI-Gerling Lebensversicherung AG HDI-Gerling Pensionskasse AG HDI Direkt Versicherung AG HDI-Gerling Firmen und Privat Versicherung AG HDI-Gerling Rechtsschutz Versicherung AG neue leben Lebensversicherung AG PB Lebensversicherung AG PBV Lebensversicherung AG TARGO Lebensversicherung AG TARGO Versicherung AG



Premium volume and new business slightly higher than in the previous year Gross written premium in the Group segment of Retail Germany – including savings elements of premiums from unitlinked life insurance – increased by 3% in the 2010 ﬁnancial year to EUR 6.8 (6.6) billion.



1) Including deposit interest result



The gross written premium from our property/casualty The Retail Germany division, which brings together the Ger-



insurance products decreased by 3% year-on-year to EUR 1.5



man business transacted by HDI-Gerling with private and



(1.5) billion. The decrease stood at just 1.5% after factoring



commercial customers as well as all German bancassurance



out the eﬀect of the transfer of the industrial portfolio of



activities, oﬀers domestic retail customers insurance pro-



HDI-Gerling Rechtsschutz Versicherung AG to the new



tection that is tailored to their needs. In the life insurance



Industrial Lines segment, and the ﬁgure was a mere 0.3% in



sector the division also operates internationally in Austria.



the most signiﬁcant property/casualty line – namely motor



The name of the new divisional company with eﬀect from



business.



December 2010 is Talanx Deutschland AG. The product range extends from non-life insurances through all lines of



In life insurance sector, gross written premium including



retirement provision to complete solutions for small and



savings elements from premiums under unit-linked life



mid-sized enterprises as well as freelance professions. In this



insurance products was boosted by 5% in the year under



context all distribution channels are available – both a tied



review to EUR 5.4 (5.1) billion. This increase was driven in



agents’ network as well as sales through independent inter-



large measure by the particularly favorable development of



mediaries and multiple agents, direct sales and bancassur-



single-premium business at Targo Lebensversicherung AG,



ance cooperations.



PBV Lebensversicherung AG and neue leben Lebensversicherung AG, which together improved their gross premiums by EUR 277 million. Gross premiums of altogether EUR 2.5 billion – as in the previous year – were generated by the companies HDI-Gerling Lebensversicherung AG and Aspecta Lebensversicherung AG, which were merged with eﬀect from 1 October 2010. In this case premium
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erosion stemming primarily from the portfolio of poli-



treaties were commuted, which – insofar as they were not



cies with a regular premium payment held by the former



oﬀset by contributions from the controlling company – led to



Aspecta Lebensversicherung AG was oﬀset by increased



the bringing forward of a balance sheet strain in the report-



new business with a single premium payment. Looked at



ing period. Strains were also incurred from the adjustment of



overall, then, the positive development of our life insur-



values relating to various technical items in the balance sheet



ance products – reﬂecting the market trend – derived from



in connection with life business, especially as a consequence



sharply higher single-premium business despite declining



of capital market movements and changed cost structures



regular premiums; it should be noted in this context that



as well as the associated lower contribution margins for in-



our Group does not market any capitalization products.



force business. Not only that, the amortization of deferred



PB Lebensversicherung AG, which now only writes new busi-



acquisition costs and write-downs taken on in-force insurance



ness in the area of credit life, recorded a premium decrease



portfolios also crucially impacted the performance of our life



of EUR 11 million. Measured by the internationally recog-



insurers. This was due principally to the capital market devel-



nized yardstick of the Annual Premium Equivalent (APE),



opment in the year under review, which necessitated adjust-



the new business booked by the life insurers grew to EUR 515



ments to the assumptions underlying the forecast of future



(462) million and thus surpassed the previous year by 11%.



proﬁts. The underwriting result from property/casualty products fell from EUR 12 million to –EUR 56 million, ﬁrst and fore-



The level of retained premium in the segment as a whole



most on account of the claims experience. Key factors here



climbed from 89.2% to 92.6%, primarily as a consequence of



– along with the favorable claims experience in the previous



the increase in single premiums combined with the drop in



year – were the growth in motor business against a backdrop



ceded regular premiums.



of lower average premiums. The loss reserves also had to be strengthened. The combined ratio for the segment as a whole



Underwriting result retreats sharply



stood at 104.2 (99.2)%.



The underwriting result fell by a substantial 73% overall to –EUR 1.6 (–0.9) billion. It includes inter alia the compounding



Investment income improves



of the technical liabilities (allocation to the beneﬁt reserve)



Investment income surged by an appreciable EUR 370 million



and the participation of our policyholders in the investment



(+31%) to EUR 1.6 billion. This increase was made possible by



income – which increased in the year under review owing to



extraordinary income that was considerably better than in



the development of capital markets (allocation to the pro-



the previous year. While the previous year’s result had still



vision for premium refunds). The income opposing these



been overshadowed by impairments on investments and



expenses is, however, recognized in the investment income,



losses on disposals in connection with the ﬁnancial crisis,



hence causing the underwriting result to close in negative



gains on disposals from equity funds were the hallmark of



territory.



the extraordinary proﬁt in the year under review. Of the total investment income, an amount of EUR 1.5 (1.1) billion is to be



More than 9/10 of the underwriting result in the segment



credited in very large measure pro rata to the holders of life



was determined by life insurance products: in this respect



insurance policies.



it decreased by 65% relative to the previous year to –EUR 1.6 (–1.0) billion. The reasons were partly connected with the posi-



Operating result falls short of the previous year



tive trend on capital markets in comparison with the previous



The operating result (EBIT) came in at –EUR 44 (+209) million.



year, but were also associated with various special charges.



The stronger investment income did not suﬃce to oﬀset the



Thus, for example, in the context of the retroactive merger of



marked reduction in the underwriting result. The EBIT was



Aspecta into HDI-Gerling Lebensversicherung AG reinsurance



heavily inﬂuenced by the decline at HDI-Gerling Lebensversicherung AG (incl. Aspecta Lebensversicherung AG), but above all by the amortization of deferred acquisition costs at PBV Lebensversicherung AG, claims-related expenditures at HDI-Gerling Firmen- und Privatversicherung AG and cost burdens associated with the reorganization of the sales companies.
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Retail International



Major companies in the Group segment 2010



2009



2,233 1,742 –136 151 27 105.2



1,827 1,403 –99 121 –42 102.5



Figures in EUR million



Gross written premium Net premium earned Underwriting result Net investment income Operating result (EBIT) Combined ratio (net) 1) in % 1) Including deposit interest result



The Group segment of Retail International brings together the activities of the companies transacting retail business in property/casualty insurance, life insurance and bancassurance in international markets; it serves more than 8 million customers in 12 countries. The segment is led by Talanx International AG (previously: HDI-Gerling International Holding AG).



HDI Seguros S. A. HDI Zastrahovane AD HDI Seguros S. A. HDI Assicurazioni S. p. A. InChiaro Assicurazioni S. p. A HDI Seguros S. A. HDI-Gerling Zycie TU S. A. HDI Asekuracja TU S. A. OOO Strakhovaya Kompaniya “HDI Strakhovannie” 1) OOO Strakhovaya Kompaniya “CiV Life” CiV Hayat Sigorta A. Ş. HDI Sigorta A. Ş. HDI Strakhuvannya Magyar Posta Biztosító Zrt. Magyar Posta Életbiztosító Zrt.



Brazil Bulgaria Chile Italy Italy Mexico Poland Poland Russia Russia Turkey Turkey Ukraine Hungary Hungary



1) Since the third quarter of 2010; business to be written from 2011 onwards.



The company will complement the product portfolio of CiV Life with property/ casualty products.



In this division we oﬀer private and commercial custom-



Development of key markets



ers abroad comprehensive insurance protection tailored to



Along with the general statements already made regarding



their needs. The product range encompasses inter alia motor



the international insurance markets



insurance, property and casualty insurance, marine and ﬁre



the following remarks may be added with respect to our



insurance as well as various oﬀerings in the life insurance



highest-volume markets in this segment – Brazil, Italy and



sector. Seasoned, expert management combined with the



Poland: Brazil has recovered very quickly from the global



considerable underwriting expertise of local staﬀ form the



economic and ﬁnancial market crisis. Economic output



backbone of the Talanx International group. By drawing upon



had already moved back into positive growth rates by the



local, industry-speciﬁc know-how and our presence through



second quarter of 2009. With a view to countering any



an extended distribution network we are able to identify our



overheating of the Brazilian economy, spending cuts were



customers’ particular requirements in foreign markets and



announced in the course of 2010 and the prime rate was



provide customized solutions.



raised. In this market we are particularly active in motor



pages 38 et seq.,



insurance, which promises further growth in keeping with Foreign business is to a large extent written through brokers



the favorable economic trend. Poland’s economic output has



and agents. Many of our companies also use post oﬃces and



already shown softer, but nevertheless positive growth since



banks as a sales channel.



2009 – despite the global economic and ﬁnancial market crisis. These developments also promise further growth for the insurance market. In addition to motor insurance, we transact other lines in Poland such as casualty and general property insurance as well as life insurance. The year under review, especially the ﬁrst half of the year, was heavily overshadowed by the ﬂooding along the rivers Oder and Vistula. On the Italian market we conduct operations both in the life insurance market and in property/casualty insurance
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– predominantly motor insurance. The company noted the



In the ﬁnancial year just-ended the Italian company HDI



ﬁrst indications of rate increases beginning to take hold in



Assicurazioni generated premium volume in the life insur-



motor insurance in 2010 after several years of ﬁerce com-



ance sector of EUR 325 million, a decline of somewhat more



petitive and pricing pressure.



than 9% relative to the previous year. The major factor in the previous ﬁnancial year had been the implementation



Premium volume and new business sharply higher



of a government tax amnesty, as a consequence of which



Gross written premium in the segment climbed 22% year-on-



considerable amounts were available for investment in



year to EUR 2.2 (1.8) billion; adjusted for exchange rate eﬀects,



single-premium products – a state of aﬀairs from which life



growth came in at 13%.



insurance policies also proﬁted as an attractive investment alternative. This trend from 2009 was sustained in 2010,



The growth in property/casualty products (+32%) derived



albeit not on the same scale. At the same time the company



partly from exchange rate eﬀects. If these eﬀects are factored



booked growth of around 9% from sales of property/casualty



out, premium growth of 19% was booked in the property/



products (especially in the motor liability line) on the back of



casualty sector relative to the previous year. Most notably,



a higher average premium, as a result of which its total pre-



the exchange rates for the Brazilian, Polish, Turkish and



mium volume remained stable.



Mexican currencies strengthened appreciably. While the Brazilian company HDI Seguros delivered premium growth



The companies abroad transferred from Proactiv Holding



of 21% in the local currency based on its robust market posi-



AG to Talanx International Holding AG as part of the Group



tion in the country, growth surged to 45% after translation



restructuring also played their part in premium growth. Our



into euros. The situation was similar at the Polish company



Hungarian life insurer, for example, boosted its premium



HDI Asekuracja, into which HDI-Gerling Polska was merged



volume by 11% from EUR 92 to 103 million thanks to its suc-



in the second quarter of 2010 with retroactive eﬀect from



cessful sales and marketing activities. Similar growth was also



1. January 2010. Premium growth in the local currency stood



recorded by the companies in Russia and Turkey. Although



at 5% compared to the previous year (taking into account



they are still of minor importance measured by the total vol-



the aggregate premium of what were then two companies),



ume, they rank among the fastest growing companies in their



while the increase amounted to 13% after translation into



markets. Our Russian company CiV Life grew its premium



euros. Similarly, the Turkish company HDI Sigorta boosted



income by around 56% year-on-year, while our Turkish opera-



its premium volume by 28% in the local currency thanks to



tion CiV Hayat boosted its volume by around 102% with the



intensiﬁed marketing eﬀorts and the opening of new agen-



aid of successful sales activities – including intensive coach-



cies, whereas in euros the increase was as much as 38% owing



ing measures – as well as modiﬁed products. The Polish com-



to the favorable movement in exchange rates. The contribu-



pany HDI-Gerling Zycie also more than doubled its premium



tion delivered by HDI Seguros Mexico, which was added to



income year-on-year, most notably in the area of unit-linked



the Group in the fourth quarter of 2009 and was thus only



life products, thanks to a new cooperative venture with the



included pro rata in the comparable period, amounted to



Polish BRE Bank launched in the middle of the year.



EUR 62 million. Measured in terms of the APE, new business in international New business in our international property/casualty insur-



life insurance contracted to EUR 128 million, a fall of 4%



ance portfolio was boosted in the 2010 ﬁnancial year – mea-



relative to the previous year. The APE is split in particular



sured by policy numbers. The key driver here was the motor



between endowment policies and unit-linked as well as non-



line, accounting for a portfolio around 4.3 (4.1) million of alto-



unit-linked products.



gether roughly 7.8 (7.2) million policies. The level of retained premium in the segment – at 90.0% – was 4.4 percentage points higher than at year-end 2009; as described in the following section, an inﬂuencing factor here
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was the cancellation of a quota share reinsurance treaty in



Substantially increased investment income



the motor line at the Turkish company HDI Sigorta, which



In the 2010 ﬁnancial year investment income of EUR 150 mil-



caused its retention to rise from 55.8% to 85.7%.



lion was generated in the Retail International segment, an improvement of 24% over the previous year – in which the



Underwriting result reduced



investment income booked by companies was still heavily



The combined ratio in international property/casualty insur-



overshadowed by the after-eﬀects of the ﬁnancial crisis. The



ance was 105.2 (102.5)%, a reﬂection in part of the above-



increased gains realized from the disposal of equities and



average burden of losses incurred in the ﬁrst half of the year



ﬁxed-income securities contrasted as at year-end 2010 with



under review. Particularly signiﬁcant here were ﬂood and



appreciably lower realized losses than in the previous year. In



winter-related damage, which took a heavy toll on the result



the case of the Italian company HDI Assicurazioni, for exam-



of the Polish company HDI Asekuracja. As a consequence



ple, impairments of EUR 14 million had to be taken on invest-



of changes in the reinsurance structure for the motor line



ments at the end of 2009; at year-end 2010 they amounted



at this company, the reinsurer’s share of the paid claims



to just EUR 8 million. In addition, ordinary investment income



decreased – leading to higher net claims expenditure. The



was favorably aﬀected by a modest upturn in the interest rate



company’s underwriting result therefore fell to –EUR 28 (–3)



level in a small number of countries. The Brazilian company



million. Similarly, the earthquake in Chile at the end of Febru-



HDI Seguros, for example, boosted its investment income by



ary 2010 adversely impacted the burden of losses incurred by



55% year-on-year to EUR 39 (25) million.



the Chilean company HDI Seguros. Changes in local supervisory law compelled the Turkish company HDI Sigorta to can-



Operating result returns to positive territory



cel a multi-year quota share reinsurance treaty in the motor



The Retail International segment reported an operating result



line. The eﬀect of cancelling this treaty is the primary reason



(EBIT) of EUR 26 (–42) million in the year under review. The



why the company – despite growing its portfolio – closed the



amortization of goodwill for our Mexican subsidiary resulted



year under review with an underwriting deﬁcit of –EUR 52



in a charge to EBIT.



(–12) million. The deterioration in the underwriting result for the segment from –EUR 99 million to –EUR 136 million was



Non-Life Reinsurance



therefore driven chieﬂy by the companies HDI Sigorta and HDI Asekuracja. In addition, the loss reserves at some Group companies were strengthened on the basis of an annually compiled external loss reserve assessment. In the ﬁnancial year just-ended the writing of new business at the companies ASPECTA Liechtenstein and ASPECTA Luxemburg was discontinued until further notice on the basis of the Group’s strategic reorientation and both companies went into run-oﬀ; consequently, the two companies produced an underwriting deﬁcit of –EUR 21 million overall. Our Brazilian company, on the other hand, boosted its underwriting proﬁt from EUR 1 million to EUR 13 million.



2008 1) 2007 1), 2)



2006 1)



2010



2009



6,340



5,753



4,997



5,611



7,143



5,395



5,237



4,287



4,631



5,638



78



136



200



16



79



779



610



47



863



925



909



760



122



902



813



98.3



96.7



95.0



98.8



98.2



Figures in EUR million



Gross written premium Net premium earned Underwriting result Net investment income Operating result (EBIT) Combined ratio (net) 3) in %



1) Limited comparability due to changes in segment allocation 2) Adjusted on the basis of IAS 8 3) Including deposit interest result
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By far the bulk of the non-life reinsurance transacted within



of China as well as Central and Eastern Europe, facultative



the Talanx Group is written by the Hannover Re Group.



reinsurance and agricultural risks. In the UK market, too,



Hannover Re maintains business relations with more than



Hannover Re successfully extended its position.



5,000 insurance companies in about 150 countries. With a global network consisting of more than 100 subsidiaries,



Premium growth of 10%



affiliates, branches and representative offices in around



The gross premium volume for our Non-Life Reinsurance



20 countries, the group employs approximately 2,200 staﬀ.



segment increased as forecast, rising by 10% to EUR 6.3 (5.8) billion. At constant exchange rates, especially against the US



In non-life reinsurance we do not pursue any growth tar-



dollar, growth would have come in at 7%. The level of retained



gets, but instead keep a close eye on rate movements: we



premium fell from 94.1% to 88.9%. Net premium earned



expand our business if the rate situation is favorable and



climbed 3% to EUR 5.4 (5.2) billion.



scale back our portfolio if prices are not commensurate with the risks.



Healthy proﬁtability despite heavy loss expenditure Even though the hurricane season in North and Central



Business experience in 2010 in line with expectations



America again passed oﬀ very moderately in the year under



The expectations expressed with regard to the treaty renew-



review without any expenditures for our account, the major



als as at 1 January 2010 were conﬁrmed over the course of



loss situation was exceptionally strained in 2010. Hannover



the year: prices remained broadly stable, although they soft-



Re’s total net expenditure on catastrophe losses and major



ened slightly in loss-free segments. Rate increases were also



claims in the year under review amounted to EUR 662 mil-



recorded in areas that had seen sizeable losses in 2009, such



lion, compared to EUR 240 million in the previous year. It thus



as aviation insurance or credit and surety reinsurance. The



surpassed the expected level of EUR 500 million. Against this



fact that prices remained on a largely stable level also reﬂects



backdrop, the combined ratio climbed to 98.3 (96.7)%. The



the underwriting discipline practiced among reinsurers. Given



largest single loss event for our account in the year under



the lower returns attainable on investments owing to the low



review – at EUR 182 million – was the severe earthquake in



interest rate level, the primary focus of attention was even



Chile. The devastating earthquake in Haiti, on the other hand,



more heavily on underwriting results. This was also true of



produced a somewhat more modest loss amount of EUR 27 mil-



the various treaty renewal phases that took place within



lion owing to lower insured values. In Europe, too, we were



the year.



impacted by a number of natural disasters in the year under review, including for example several ﬂood events and a pow-



The treaty renewals in North America were in line with our



erful winter storm (“Xynthia”). The earthquake in New Zea-



expectations, although the rate level in many areas was not



land, which caused destruction on a massive scale, resulted in



adequate. We therefore exercised caution in assuming addi-



a net strain of EUR 114 million for our account.



tional risks. In credit and surety business – despite growing capacity on the market – we were again able to push through



Along with the aforementioned natural disasters, one loss



signiﬁcantly improved conditions and expand our market



event in particular attracted worldwide attention in the year



position. In worldwide catastrophe business prices for rein-



under review – namely the sinking of the “Deepwater Horizon”



surance covers declined as expected owing to the relatively



drilling rig, which caused extensive environmental dam-



untroubled major loss experience in 2009 as well as the



age. Particularly with regard to possible liability claims, very



improved capital resources of primary insurers. Rate reduc-



many questions remain unanswered; the loss for the insur-



tions in the United States were particularly marked; price



ance industry and hence also for reinsurers is therefore still



increases were nevertheless obtained under loss-impacted



diﬃcult to assess. The loss reserves of EUR 85 million that we



programs in certain regions. All in all, we enjoyed very good



set aside in 2010 reﬂect all the actual and potential exposures



opportunities to generate proﬁtable business and extend our



for our portfolio from this complex loss event that are known



market share. The focus of our activities was on the markets



to us at this point in time and, as things currently stand, represent a conservative level of reserving.
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In view of the substantial major loss expenditure, the under-



Life/Health Reinsurance



writing result for non-life reinsurance contracted year-onyear by EUR 58 million to EUR 78 (136) million. Net investment income climbed 28% to EUR 779 (610) million. The operating proﬁt (EBIT) in this segment increased by 20% to EUR 909 (760) million. The very good proﬁt on ordinary activities was assisted by a special eﬀect associated with a decision of the Federal Fiscal Court (BFH). After the BFH had conﬁrmed that taxation of foreign-sourced investment income recorded by Irish subsidiaries was not permissible, we were able to release provisions that had been constituted in this regard. Against this backdrop, all tax risks were reassessed.



2010



2009 1)



2008 1)



2007



2006



5,090



4,529



3,135



3,083



2,794



4,654



4,078



2,785



2,795



2,374



508



525



371



313



345



276



371



114



231



146



Figures in EUR million



Gross written premium Net premium earned Net investment income Operating result (EBIT)



1) Adjusted on the basis of IAS 8



Our business fared better than expected in the year under



The Group segment of Life/Health Reinsurance brings together



review in our target markets of Germany and North America:



our reinsurance activities in the life, annuity and health lines



the premium volume remained virtually unchanged at



under the worldwide Hannover Life Re brand name. We also



EUR 1,754 (1,738) million. The combined ratio stood at 97.4%



write the accident line in this segment, to the extent that it is



in the year under review, after 104.7% in the previous year.



transacted by life insurers, as well as some Islamic insurance



The operating proﬁt (EBIT) for the target markets totaled



products, the so-called family takaful products.



EUR 301 (119) million. Tried and trusted business model The development of our specialty lines was thoroughly sat-



In the year under review we moved a signiﬁcant step closer



isfactory. This subsegment of non-life reinsurance includes



towards attaining our longer-term goal of becoming the



marine and aviation business, credit/surety, structured rein-



number three in the worldwide life reinsurance market. Out-



surance, ILS (insurance-linked securities), the London market



side the US we already rank third by a wide margin.



and direct business. The premium volume climbed from EUR 2,234 million to EUR 2,372 million. The combined ratio



We are able, on the one hand, to selectively tap into attractive



improved to 91.4 (96.5)%. The specialty lines segment deliv-



business potential in the traditional market through conven-



ered an operating proﬁt (EBIT) of EUR 370 (256) million.



tional reinsurance oﬀerings, while at the same time working systematically on the development of special product and



We combine all markets worldwide under global reinsurance,



sales solutions through our four specialist segments. To a



with the exception of our target markets of Germany and



signiﬁcant extent Hannover Life Re is thus able to decouple



North America and the specialty lines. This subsegment also



itself from developments on the standard reinsurance markets.



encompasses worldwide catastrophe business, facultative reinsurance, agricultural risks and Sharia-compliant retaka-



In many instances Hannover Life Re has been able to operate



ful business. The development of markets in global reinsur-



as a pioneer for new markets and has played a crucial role



ance business was challenging in the year under review. The



in shaping the dynamic growth of these markets – the entry



premium volume here surged by 25% to EUR 2,213 (1,775) mil-



into the UK private annuity sector with enhanced annuities



lion. The combined ratio soared to 106.1 (87.9)% owing to an



in the years 1994/95 may be cited as a well-known example



exceptionally heavy burden of major losses. The operating



of this approach.



proﬁt (EBIT) consequently shrank to EUR 112 (356) million.
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At the present time conventional reinsurance accounts for



Business development



the lion’s share of our portfolio. In the medium term, how-



As expected, the repercussions of the international ﬁnancial



ever, we anticipate stronger growth from the pillars of new



market crisis continued to reverberate beyond 2009. On the



markets and bancassurance; it should therefore be possible



one hand, consumers in many markets showed caution when



to restore the desired long-term balance between conven-



it came to demand for long-term life insurance products; on



tional reinsurance (at around 40% of the portfolio) and the



the other hand, the persistency of older in-force portfolios



other four pillars (at around 60% of the portfolio) in the next



deteriorated owing to an increased lapse rate. What is more,



few years.



in the important US mortality market and in the Australian disability market we noted an increase in the biometric claim



Value contribution through diversiﬁcation



frequencies; in some cases they were signiﬁcantly higher



We devote particularly close attention to optimal risk diversi-



than the comparative historical values. After detailed analysis



ﬁcation – something which is also evident in the relevant risk



of the data it is our assumption that these are temporary



models under Solvency II. The negative correlation between



phenomena. Despite this sometimes diﬃcult environment,



the biometric components of mortality and longevity plays a



we were again able to generate a highly satisfactory result in



special role here.



life/health reinsurance.



The growth in longevity business diversiﬁes our mortality



Market position extended



risk, while the growth on emerging markets in Asia, Africa



We selectively strengthened our position in our relevant



and Latin America serves to improve the geographical spread



focus markets of the United States, United Kingdom, Ger-



of our portfolio from the major markets of the United States,



many, Australia and France.



United Kingdom and Germany; ﬁnancial solutions provide an additional element of structural diversiﬁcation.



In view of the extremely competitive market climate, we wrote new mortality and critical illness/trauma risks in the



All in all, we consider Hannover Life Re to be a superbly



UK and Australian markets only with considerable restraint.



diversiﬁed reinsurer that optimally combines the prospects



In large parts of these markets we no longer consider the



for long-term growth and proﬁtability over the next 20 to 30



reinsurance conditions to be commensurate with the risks.



years. Certain risks that enjoy occasional demand as growth



On the other hand, following on from the acquisition of the



drivers in the international reinsurance markets have been



ING life reinsurance portfolio in 2009, we again signiﬁcantly



considered unreinsurable by our company for quite some



expanded our position in the US mortality market in the



years. We include here derivative ﬁnancial options and guar-



course of the year under review. We revived reinsurance rela-



antees deriving from variable annuity products, the longevity



tions with several ceding companies and are now well on



risk for aﬄuent socio-economic groups and life-long guaran-



track in the medium term to becoming a relevant market



tees for morbidity products.



player in the US mortality market with a 10 to 15% share of new business.



Our business model is founded on a concept of organic growth, although we are open to acquisitions. Going forward,



We were similarly able to build on our leading role in the UK



as in the past, we expect to maintain our growth on an aver-



longevity market. We have a strong presence in new business



age level of 10 to 12% per year through appropriate portfolio



involving personal annuities for individuals with a reduced



acquisitions, thereby systematically gaining market shares in



life expectancy; in this area we support a number of particu-



the global market without this detrimentally impacting the



larly dynamic providers through quota share reinsurance



quality of our acceptances.



models. What is more, we are expanding activities relating to the reinsurance of sizeable pension funds in the United Kingdom through so-called longevity swaps – under which the rein-
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surer assumes the biometric risk of longevity associated with



The core of our activities is in the life and annuity lines,



a portfolio (normally only the part of the portfolio on which



which accounted for altogether 87% of worldwide premium



beneﬁts are already being paid) in exchange for payment of a



income in the year under review.



regular ﬁxed premium. The various covers associated with the biometric risk segIn South Africa we continue to be the leading life reinsurer,



ment of morbidity, such as disability covers, critical illness/



based on our extensive support for innovative, customer-



trauma covers and health covers, accounted for 11%, while the



oriented insurance companies. In the Indian market, in which



modest but highly proﬁtable portfolio of accident business



we only established a footing in 2008 with a service oﬃce in



contributed a share of 2%.



Mumbai, we moved forward with our strategic life cooperation with GIC Re and were able to acquire a number of Indian



The experience of the biometric risks of mortality and mor-



primary insurers as new clients.



bidity was extremely mixed in the year under review and less favorable overall than in the two previous years. Irregularities



In the Chinese market (Greater China) we are currently repre-



were observed in the mortality risk in some subsegments of



sented by three oﬃces: the branch in Hong Kong serves both



the US portfolio, which – especially in the second half of the



the market comprised of locally-based life insurers and the



year – was impacted by an unusually large number of claims



regional centers of large multinational insurance groups. It



with high sums insured. In total, additional expenditure in



also operates as a regional service center for East Asia. Our



the mid-double-digit million euro range was incurred. The



service oﬃce in Taipei serves the local Taiwanese market. The



claims experience in Australian disability annuity business



branch in Shanghai concentrates on business from China,



was similarly unusual: the period during which annuity



where – in close cooperation with and express approval from



recipients remained in the disability phase was longer by



the local regulator (CIRC) – we were able to close the ﬁrst two



market standards. This prompted a strengthening of the IBNR



liquidity-related ﬁnancing transactions.



reserves and the provision for claims already being paid out. Altogether, additional expenditure in the low-double-digit



The development of our business in the Islamic insurance



million euros was incurred.



sector (takaful), which we write through our subsidiary Hannover ReTakaful in Manama/Bahrain, was also highly



We continued to enjoy very favorable claims experiences in



gratifying. Our retakaful cedants are located predominantly



the United Kingdom, Germany and France as well as in the



in Saudi Arabia, Bahrain and the United Arab Emirates.



emerging markets of South Africa, Latin America and Asia. The results of the longevity risk, which at the present time



Pleasing premium growth



we write primarily in the United Kingdom, are inconspicuous



The gross premium income booked in the year under review



and currently in line with our actuarial assumptions.



totaled EUR 5.1 billion, an increase of 12% relative to the previous year’s ﬁgure of EUR 4.5 billion. At constant exchange rates



Investment income almost on a par with the previous year



– especially against the US dollar – growth would have come



To a large extent we do not carry any investment risk with



in at 7%. Net premium earned amounted to EUR 4.7 billion;



respect to the investments that we deposit with ceding com-



this represents a slightly higher level of retained premium of



panies under reinsurance contracts ﬁnanced from premi-



91.7% compared to the previous year.



ums; this is because the reinsurer is credited with ﬁxed interest income irrespective of whether or not the primary insurer



In geographical terms, growth impetus in the year under



generates this rate of return.



review derived from the United States, United Kingdom, South Africa, Latin America and East Asia – particularly note-



The situation is diﬀerent in the US reinsurance market, where



worthy is the rapid growth witnessed in China.



we are exposed to a volatility risk through the market-oriented measurement of the securities deposited under ModCo reinsurance treaties. For 2010 this risk – the development of
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which is reﬂected on the accounting side through unrealized



central functions that do not relate directly to the insurance



gains/losses – showed a slightly positive experience, compared



business, such as accounting, purchasing, facility manage-



with the proﬁt running into the low-triple-digit million euros



ment and human resources.



that had been recognized in the previous year. AmpegaGerling – the investment specialist Total investment income came in at EUR 508 (525) million;



The “AmpegaGerling” brand encompasses both the asset



of this amount, EUR 204 million derived from assets under



management of the Talanx Group itself as well as asset



own management and EUR 304 million was attributable



management and funds provider activities aimed at insti-



to amounts credited on deposits with ceding companies.



tutional and private clients. The Asset Management GmbH,



Internal administrative expenses in life/health reinsurance



Investment GmbH and Immobilien Management GmbH are



amounted to EUR 119 million.



grouped together under this brand. In the course of the year, as part of the restructuring measures, AmpegaGerling Asset



Results within the bounds of expectations



Management is to be renamed Talanx Asset Management



The operating proﬁt (EBIT) for the year under review totaled



and AmpegaGerling Immobilien Management will begin



EUR 276 million. The previous year, which produced a record



trading as Talanx Immobilien Management. AmpegaGerling



result of EUR 371 million, had been inﬂuenced by special



Investment GmbH remains unaﬀected by the rebranding and



eﬀects associated with the acquisition of the US ING life



its products will continue to bear this name on the market



reinsurance portfolio as well as fair value adjustments on



going forward.



reinsurance deposits in the US and UK. Our lean processes, quick decision-making structures and our focus on relevant



AmpegaGerling Asset Management GmbH – in coopera-



client relationships in the context of a detailed CRM strat-



tion with the subsidiary AmpegaGerling Investment GmbH



egy are key factors in the eﬃciency of our business model.



– is chieﬂy responsible for handling the management and administration of Group companies’ securities portfolios and performs associated services such as investment bookkeeping



Corporate Operations



and reporting. The company had assets under management 2010



2009



2008 1)



2007 1)



2006 1)



Figures in



volume of EUR 59.9 billion at year-end 2009.



EUR million



Net investment income EBIT



of EUR 67.2 billion as at 31 December 2010, compared with a



–97 –315



–56 –26



–96 –16



–67 60



–49 55



1) The years prior to 2009 are of only limited comparability due to changes in



segment allocation



As an investment company, AmpegaGerling Investment GmbH administers public and special funds and performs ﬁnancial portfolio management tasks for institutional clients. The emphasis is on portfolio management and the administration of investments for clients outside the Group. The



Along with Talanx AG, this Group segment essentially con-



company’s retail business fared highly successfully in 2010



sists of the AmpegaGerling companies, the reinsurance bro-



thanks to signiﬁcant cash inﬂows of EUR 738 million. The



ker Protection Reinsurance Intermediaries AG (Protection Re)



volume of public funds grew by EUR 0.9 billion year-on-year



and the Group’s internal service companies, namely Talanx



to EUR 3.5 billion. The company was thus able to purposefully



Service AG and the IT service provider – which will commence



enlarge this strategic subsegment. While the industry as a



operational business in 2011. As a result of the restructuring



whole posted growth of 12% in the volume of public funds in



within the Talanx Group the tasks assigned to the former



2010, AmpegaGerling generated a disproportionately vigor-



HDI-Gerling Sach Serviceholding were reconﬁgured. As



ous increase of 33%. Looking at the sales trend in terms of



Talanx Service AG, it now brings together the domestic



Management report Business development



distribution channels and customer segments, administrative



business consists of providing primary insurers with compre-



business with label funds for external fund initiators proved



hensive advice on all aspects of outward composite reinsur-



to be the most crucial success factor. Another key sales area is



ance. Protection Re handles the complete spectrum of the



the Group’s own unit-linked business based on insurance pol-



reinsurance business process for each Group cedant to the



icies of this type. In addition to retail business, the company



extent necessary in each particular case. From portfolio analy-



engages in institutional business with third-party clients



sis and advising on the structuring of reinsurance programs



and – on the basis of its available know-how proﬁle – posi-



to administration and run-oﬀ of the placed reinsurance



tions itself as an outsourcing partner for non-Group insurers.



arrangements, specialized teams develop and support viable



Existing mandates were enlarged by EUR 140 million in 2010.



solutions that help Group cedants to achieve their business objectives on a lasting basis.



The total volume of assets under management grew to EUR 14.7 billion, an increase of 11% relative to the level at the



The reinsurance capacities required for all Group cedants



beginning of the year (EUR 13.3 billion). Of this total volume,



served by Protection Re were again successfully obtained



more than half – speciﬁcally EUR 8.0 (7.7) billion – was admin-



for 2011 on the world market. The operating proﬁt (EBIT) for



istered on behalf of Group companies through special funds



2010 totaled EUR 8 (12) million. The branch of Protection Re



and direct investment mandates. The remaining portion was



that was established in 2009 in London speciﬁcally for the



attributable to institutional third-party clients in an amount



purpose of placing the business of German cedants with



of EUR 3.4 (3.3) billion and retail business in an amount of



reinsurance companies outside the European Union fulﬁlled



EUR 3.3 (2.3) billion. The latter is oﬀered both through the



the requirements placed on it in 2010 and contributed to the



Group’s own sales channels and products such as unit-linked



company’s good result.



life insurance as well as through external asset managers and banks.



Segment result driven by Talanx AG The investment income and expenses in this segment



Assets of EUR 1.2 (2.4) billion were attributable to AmpegaGerling



encompass principally personnel and social expenditures



Immobilien Management GmbH as at 31. December 2010. The



for administration of the Group’s own investments and



contraction in assets resulted from the transfer of mortgage



third-party portfolios. The amount recognized is therefore



portfolios to HDI-Gerling Lebensversicherung AG.



frequently negative, but this has no implications for the Group’s investment income. The latter is described below



All in all, the volume of assets under management by all



in the subsections entitled “Assets and shareholders’ equity”



AmpegaGerling companies grew from EUR 75.5 billion to



and “Financial position”. The operating result (EBIT) of



EUR 83.1 billion as at year-end 2010, of which EUR 74.5 billion



–EUR 315 (–26) million for the segment is overshadowed



was apportionable to Group companies and EUR 8.6 billion



this year by the deﬁcit posted by Talanx AG, which arose



to business with third-party clients.



out of various contributions and provisions associated with indemnity commitments given to the segments Talanx



Protection Re – intermediary for reinsurance cessions



Deutschland and Talanx International. They are for the most



Protection Reinsurance Intermediaries AG (Protection Re),



part connected with the merger of Aspecta Lebensversich-



which is wholly owned by Talanx AG, is allocated to the Cor-



erung into HDI-Gerling Lebensversicherung as well as the



porate Operations segment within the Talanx Group. In the



cessation of ASPECTA’s new business activities in Luxembourg



course of the year Protection Re was also renamed and is now



and Liechtenstein.



trading as Talanx Reinsurance Broker. The company serves as the professional reinsurance advisor and broker for reinsurance cessions (non-life business) of the Talanx Group. Its core
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Assets and shareholders’ equity Assets



of life insurance insofar as the investment risk is borne by policyholders – totaled EUR 72.5 billion. Over and above this,



The balance sheet structure of the Talanx Group is shaped



the most important sources of funding are the shareholders’



by its character as a diversiﬁed ﬁnancial services group



equity (7% of the balance sheet total) and the issued subordi-



and its activities as a globally operating insurance group.



nated debt (3% of the balance sheet total).



The dominant item on the assets side is the investments, which – excluding funds held by ceding companies (EUR 11.0



Amount and composition of assets



billion) – accounted for 65% of total assets. They serve ﬁrst



The assets of the Group are described on the basis of the fol-



and foremost as security for the provisions constituted in



lowing overview, which is based on the assets shown in the



insurance business, which – including provisions in the area



consolidated balance sheet.



Capital structure over a multi-year period 2009 1)



2010 Intangible assets Investments Investments for the account and risk of holders of life insurance policies Reinsurance recoverables on technical provisions Accounts receivable on insurance business Deferred acquisition costs Cash Deferred tax assets Other assets Assets of disposal groups classified as held for sale Total assets



2008 1)



EUR million



%



EUR million



%



EUR million



%



2,440 83,422



2 75



2,747 76,385



3 75



2,938 69,466



3 74



6,414 5,523 5,011 3,715 1,265 268 1,781 1,529 111,368



6 5 5 3 1 
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