AIG укрепляет свои позиции на японском страховом рынке.
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AIG nears $2.5bn deal for GE's Japan life arm 
By David Ibison in Tokyo and Adrian Michaels in New York

AIG is in final discussions to acquire GE Edison Life, the Japanese life assurance operations of General Electric, the US conglomerate, for an estimated Y300bn ($2.5bn).The move, which could be announced as early as Thursday, would end GE's five-year foray into Japan's life market and would boost the dominant position of AIG, the world's largest insurance company, in Asia.Many foreign entrants into the Japanese life sector have stumbled in spite of hopes they could acquire failed companies and turn them around. AIG, which has more experience than its rivals in Japan, fared better.Neither company would comment but people close to the discussions said AIG initiated the talks. As part of the deal, GE is also selling to AIG a small US car and home insurance unit.GE has reviewed its insurance operations since splitting GE Capital, its finance arm, into four operating units last year. It hopes to concentrate on areas where it has a competitive advantage. That would require a great deal more investment in Edison, people close to the deal said. GE will still maintain 40 other operations in Japan.The deal would make AIG the sixth-largest life assurer in Japan with premium income of about Y1,100bn a year, compared with about Y800bn at present. The takeover would increase total assets at its life assurance operations to about Y6,000bn.The sale could presage further consolidation among foreign players in Japan's life assurance market, the second largest in the world. According to the latest results for the year to March 31, eight of the 16 foreign life assurance companies in Japan booked net losses in fiscal 2002 as a result of heavy expenses.GE's Japanese insurance operations recorded pre-tax profit, excluding an accounting change, in 2002 of $230m, slightly down from $237m in 2001.



AIG reaps benefits of an early arrival
By David Ibison and Richard McGregor

One significant difference between the life assurance operations of AIG and GE Edison in Japan that explains their different fortunes: GE opened in Japan in 1998 while AIG has been offering life assurance since 1972.The door to overseas success in Japan - as foreign investors into many of the country's industries will testify - is one that creaks open slowly and could be quickly slammed in your face.AIG started offering life assurance through Alico 31 years ago before acquiring the collapsed Chiyoda Life in 2000 and renaming it AIG Star Life. It worked its way into the market before it started to expand through acquisition. Alico employs 5,455 people and has policies in force worth Y16,770bn ($143bn). AIG Star employs 4,116 people and has policies worth Y15,300bn.GE decided in 1998 that the numbers in Japan looked tempting. It could pick up a failed Japanese life company or two on the cheap, walk into an established franchise and turn the operations around with a bit of US business savvy.It took over the failed Toho Mutual Life Insurance and Saison Life Insurance as part of its drive to achieve critical mass. Although profitable, GE is still only about the 15th largest company in the sector. GE Capital, the group's finance arm, started looking at all its operations rigorously last year and has been focusing on businesses that offer competitive advantage.It has been possible for most of the past decade to argue that Japan's life assurance sector was poised to restructure, and the failure of high-profile names convinced some that this was the signal that meant a long-closed sector was about to open.The reality was that some of the companies were in worse shape than imagined. At the same time, Japan's persistent economic difficulties undermined the appetite for even the most attractive products.AIG, unlike GE Edison, had over 31 years built the critical customer mass that allowed it the luxury of a long-term view. Last year Alico had a solvency margin ratio of about 1,100 per cent and total assets of Y1,840bn.GE Edison struggled valiantly to improve operations. It introduced GE's famous Six Sigma management philosophy to the company and asked sales agents to a three-day seminar, at which it implemented brainstorming activities and urged all participants to tackle the issues presented and devise solutions.AIG is also making changes to the way its salesforce works, such as introducing performance-based pay. It has decades of experience in Asia and was founded in Shanghai in 1919.Its experience is something that Hank Greenberg, its long-standing chairman, has strenuously used to gain an advantage on foreign rivals. In Shanghai, Mr Greenberg can stay in the "Hank Greenberg Suite" in the Ritz-Carlton, one of the city's premier hotels, which is housed in the AIG-owned Shanghai Centre.Unlike other foreign insurers, which have been forced into joint ventures to enter the China market, AIG has been allowed to operate wholly-owned units and open them in a greater number of cities than its competitors.AIG's efforts have paid off. By September last year, its Guangdong-based company in southern China had gained a 16 per cent market share in terms of premium income from selling new insurance policies.AIG's privileges almost derailed the final negotiations for China's entry into the World Trade Organisation, because of the objections of the European Union to the advantages bestowed on the US company."Every time [Mr Greenberg] comes to Shanghai, he leaves with something new," said a rival foreign insurer.Mr Greenberg is scheduled to hold a news conference in Shanghai today to announce what an official release called the results of "business discussions" with the city government.GE, meanwhile, continues to examine its operations. Jeffrey Immelt, the chief executive, said in April that he expected to make disposals this year. "We're going to do them in a way that maximises returns," he said.On the insurance side, GE is hoping to focus on commercial insurance and reinsurance, specialised areas such as private mortgage insurance and consumer retirement areas such as annuities. The retirement business, company strategists say, is supposed to include life assurance. But clearly not in Japan.
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