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Worldwide
Swiss Re Forecasts Strong, 
But Tough, 2003 for Industry

NEW YORK — Pric ing for in sur ance will con tinue to
harden through out 2003, but that will be lit tle com fort to in -
sur ers and re insur ers that don’t ad dress other prob lems that
have sur faced through out 2002, a panel of ex perts from Swiss
Re in sur ance Co. said dur ing the re in surer’s an nual year-end
eco nomic and in sur ance in dus try re view and out look
presentation in New York.

Kurt Karl, chief econ o mist with Swiss Re Eco nomic Re -
search and Con sult ing, said the over all global eco nomic out -
look is im prov ing, al though the pace of im prove ment is
slower in Eu rope than in the United States. Can ada is out per -
form ing most other coun tries, Karl said. “But Ja pan, un for tu -
nately, is ever doubtful,” he said.

In the U.S. econ omy, busi ness in vest ment is im prov ing
and will be a key driver in next year’s econ omy, said Karl.
“We’ve seen very low long-term in ter est rates, which is very
good for mort gage rates and the con sumer, but we see that
chang ing in the next 18 months,” he said. In fla tion is still
mod er ate in the United States, and the Fed eral Re serve has
been “on hold” in terms of in ter est-rate ac tion, but Karl said
he ex pects the Fed to raise in ter est rates in the sec ond half of
next year.

While cur rent eco nomic con di tions are prom is ing for the
con sumer, the in sur ance in dus try will see con tin ued damp en -
ing of its earn ings state ments. “For in sur ance com pa nies, it’s
not an easy time to make money in in vest ments,” said Karl.
“Can ada is do ing much better. Ja pan is go ing in one di rec -
tion, and it’s not up.”

“We are look ing for 3% growth in the U.S. econ omy next
year,” said Karl. “There are some things that could go wrong
with the out look—if con sum ers or the cor po rate sec tor re -
trench, we could see 2% growth. And we all know there’s
some po ten tial for ac tion in the Mid dle East, so oil prices
could go up. The risk of a dou ble-dip re ces sion is re ced ing,
and the risk of de fla tion is low.”

Thomas Holzheu, se nior econ o mist with Swiss Re Eco -
nomic Re search and Con sult ing, said low in ter est rates and
con tin u ing ane mic per for mance in the world’s eq uity mar kets
will keep re turns on in vested as sets down for prop erty/ca su -
alty in sur ers. “Now we are at the phase where in ter est rates
prob a bly have bot tomed out and will be gin to go back up,”
he said. “Prof it able un der writ ing is im por tant, be cause for the 
next cou ple of years in vest ment returns won’t be sufficient.”

In 2002, the global prop erty/ca su alty in dus try had a com -
bined ra tio—losses and ex penses as a per cent age of pre mi -
ums—of 110.2, with re turns on in vest ment of 7.2%, said
Holzheu. “In 2002, at a cur rent in vest ment yield of 5.2%,
you need a com bined ra tio of 100 to achieve prof it abil ity,” he 
said.

Also, the prop erty/ca su alty mar ket still is re cov er ing from
a di sas trous 2001, dur ing which the in dus try’s global cap i tal
de clined by $205 bil lion. “The mar ket re sponse was that

we’ve seen about $22 bil lion in new cap i tal come
in—29% of that in Ber muda, most of the rest in tra di -
tional mar ket play ers,” said Holzheu. “Even if all of these
play ers are more or less suc cess ful, they will not off set
2001 losses. We are still down $180 bil lion, or 22% of to -
tal capital, in nonlife globally.”

Holzheu said he ex pects a strong re cov ery of un der -
writ ing cash flow next year. The in dus try has seen neg a -
tive un der writ ing cash flow since 1995, but “we ex pect it
to be come pos i tive in 2003,” he said. “We fore cast a
strong re cov ery of un der writ ing in come, mod er ate re cov -
ery of in vest ment re sult, and a steady improvement of net
income.”

Im proved fi nan cial per for mance will hinge on how
well in sur ers and re insur ers ad just to rap idly chang ing
mar ket con di tions, added Andreas Beerli, chief ex ec u tive
of fi cer of Swiss Re Amer i cas. “The con se quence of weak
in vest ment mar kets for prop erty/ca su alty in sur ers and re -
insur ers is that un der writ ing has to be better,” he said.
“We also have new cor re la tions be tween sep a rate lines of
busi ness we never an tic i pated and new cor re la tions
between countries and economies.”

In the wake of Sept. 11 and sub se quent cor po rate
scan dals such as Enron Corp and WorldCom Inc., in sur -
ers and re insur ers have found that the lan guage in their
con tracts must be much sharper—an is sue Swiss Re knows 
well, as it is in the midst of a multibillion-dol lar le gal bat -
tle with the lease holder of the de stroyed World Trade
Cen ter, a bat tle that rests largely on con tract lan guage
(BestWire, Sept. 27, 2002). “We used to have un clear
terms and con di tions,” he said. “The in dus try has to de -
velop a clearer un der stand ing of what con di tions it will
write. Some lines dis ap peared, others have changed.”

There is also the much-touted flight to qual ity, which
means the big ger, more highly rated com pa nies will have
more in flu ence in how the mar kets move, said Beerli. The 
ma jor changes Beerli said in sur ers and re insur ers have to
take note of include:

— In vest ment strat egy is be com ing more con ser va tive; 

— Ter ror ism raises chal lenges con cern ing con cen tra -
tion of ex po sure and know ing what ex po sures an in surer
has, and where;

— Phar ma ceu ti cal-prod uct li a bil i ties are see ing in -
creas ing se ver ity and fre quency of cases;

— As global econ o mies rely more in in for ma tion net -
works, they are seen as vul ner a ble to in sured losses; and

— Cor po rate gov er nance is an area that de mands re or -
ga nized and re ori ented in ter nal controls.

“In sum, we need to price ad e quately, im prove terms
and con di tions by nam ing the cov ered per ils, and cover
only those we named in con tracts,” said Beerli. “We can’t 
rely on in vest ment in come; we have to earn money on
un der writ ing. We have to con trol ex po sures and man age
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risks, as sess cor re la tions be tween lines of busi ness, as sets and
liabilities.”

Chris Stroup, CEO of Swiss Re Life & Health Amer ica,
said the life in sur ance and re in sur ance mar kets also are chang -
ing rap idly. In the U.S. life in sur ance mar ket, for in stance,
Swiss Re ex pects an in crease in pur chases of crit i cal-ill ness and
long-term-dis abil ity protection.

But while the life in dus try in the United States has im pres -
sive depth in mor tal ity data, “which is con cen trated among
five or six en ter prises,” it is pos si ble that tax sub si dies en joyed
by U.S. in sur ers will be phased out. “It is not clear to me how 
com pet i tive U.S. life in sur ers would be with out that,” said
Stroup.

There is also a “scar city of in tel lec tual cap i tal” in the U.S.
life in dus try he said. The mar ket is un der staffed in un der writ -
ers, ac tu ar ies and ac coun tants, and man age ment pro fes sion als. 
Dis tri bu tion chan nels in the United States also tend to be
underutilized, he said.

The bun dling of fi nan cial ser vices in the United States has -
n’t reached the crit i cal mass an tic i pated two years ago, said
Stroup, partly be cause tech nol ogy per mits the seg men ta tion
of fi nan cial ser vices. As set man age ment is pro vided mostly by
fund man ag ers, life in sur ers are prod uct man u fac tur ers, and
re insur ers and cap i tal mar kets have as sumed the role as
risk-tak ers. Be tween 1990 and 2001, life in sur ers saw profit
growth av er ag ing 8.8%, while mu tual funds and as set deal ers
and man ag ers saw average growth in profits of more than
18%.

The good news is for life re insur ers in the United
States—es pe cially Swiss Re, the mar ket leader with 28% of the
U.S. mar ket. “There was $11.6 tril lion in life in sur ance pur -
chased by U.S. con sum ers in 2001, al most 60% of that ceded
to the sec ond ary mar ket,” said Stroup. “Ces sion rates in -
creased from 15% in 1993 to 58% in 2001. The re in sur ance
mar ket grew at a com pound rate of 24%, com pared to a pri -
mary mar ket growth rate of 5%.”

Among the rea sons, he said, is that the cost of life re in sur -
ance have gone down. Life re insur ers also have a “com par a tive 
ad van tage” over pri mary in sur ers, since their di ver si fi ca tion re -
duces the cost of risk. Life re insur ers also have su pe rior
knowl edge in the field of mor tal ity and better investment
returns.

But there is a limit even to that strong po si tion, said
Stroup. “Ces sion rate in creases must level out—I don’t think
it can go above 75%,” he said. “What it will take to sur vive
and thrive is cap i tal and com mit ment. Pri mary in sur ers will
look at re insur ers more stra te gi cally, which might be tough
for smaller re insur ers who are more thinly capitalized.”

Swiss Re, which ac quired Lin coln Re for $2 bil lion in
2001, is on the fence about ac qui si tions. “There may be fur -
ther con sol i da tion in the U.S. life re in sur ance in dus try, but I
could n’t say there’s an other big ac qui si tion for us,” said
Stroup. “We will be con sol i dat ing our Lin coln Re ac qui si tion. 
But if the right prop erty was avail able, we cer tainly would
consider it seriously.”

The Lin coln Re ac qui si tion com bined the No. 3 and No.
1 U.S. life re insur ers, re spec tively, and boosted Swiss Re’s

mar ket share to 28% from 18% (BestWire, Dec. 10,
2002).

The fi nan cial strength of Swiss Re Group is rated A++
(Su pe rior) by A.M. Best Co. (Pub lished: BestWire -
12/10/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Forecast: 2003 Hurricane Season 
Might Be Heavier Than Average

FORT COLLINS, Col. — Storm re search ers are pre -
dict ing twice as many At lan tic hur ri canes in 2003 as in
2002.

Trop i cal storm re searcher Wil liam Gray and his fore -
cast team at Col o rado State Uni ver sity pre dict the At lan -
tic ba sin will see 12 named trop i cal storms be tween June
1, 2003, and Nov. 30, 2003, with eight be com ing hur ri -
canes and three an tic i pated to evolve into in tense hur ri -
canes with sus tained winds of 111 mph or greater.

This pro jec tion dif fers con sid er ably from 2002, which
saw 12 named storms but only four hur ri canes and two
in tense hur ri canes, the uni ver sity said. The long-term av -
er age is 9.6 trop i cal storms, 5.9 hur ri canes and 2.3 in -
tense hurricanes a year.

“In for ma tion we have ob tained and an a lyzed through
No vem ber in di cates that 2003 will be an ac tive At lan tic
hur ri cane sea son with above-av er age ac tiv ity,” Gray said
in a state ment. “We ex pect At lan tic ba sin trop i cal cy clone
ac tiv ity to be about 140% of average this upcoming year.”

Gray’s pre dic tion of in creased ac tiv ity in the At lan tic
in large part re flects a pre dicted end of El Nino con di tions 
and an ex pected warm ing of sea sur face tem per a tures in
the north and trop i cal At lan tic. Mod er ate El Nino con di -
tions and cool tem per a tures in the trop i cal At lan tic in hib -
ited hur ri cane activity in 2002, Gray said.

Gray also pre dicted an in creased prob a bil ity of at least
one in tense hur ri cane mak ing land fall in the United States 
in 2003, “a prob a bil ity 30% higher than in the av er age
sea son,” he said.

In a break down of the fore cast, Gray pre dicts a 68%
chance of a ma jor hur ri cane hit ting some where along the
U.S. coast line in 2003; a 48% prob a bil ity of im pact along
the U.S. east coast, in clud ing the Florida Pen in sula; and a 
38% chance for the Gulf coast, from the Florida Pan han -
dle west to Brownsville, Texas, he said.

Gray said the past eight years have pro duced 106
named storms, in clud ing 62 hur ri canes and 29 ma jor hur -
ri canes in the At lan tic ba sin, with only four of the 29 ma -
jor hur ri canes—Opal, Bret, Fran and Lili—reach ing the
U.S. coast line. While his tor i cally, one in three ma jor hur -
ri canes on av er age has come ashore in the United States, a 
re cord 21 con sec u tive At lan tic ba sin hur ri canes failed to
reach the U.S. coast be fore Lili made land fall in October
2002, Gray said.

The United States has been lucky over the past eight
years, but with such large coastal pop u la tion growth in re -
cent de cades, it is in ev i ta ble there will be hur ri cane-caused 
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de struc tion in com ing years on a scale many times greater
than the past, Gray warned. Ma jor hur ri canes rep re sent only a
quar ter of all named storms but cause 85% of all trop i cal cy -
clone-re lated destruction, he said.

The 1995-2002 sea sons were the most ac tive con sec u tive
hur ri cane sea sons on re cord, but Gray and his team be lieve
there will be in creased storm ac tiv ity sim i lar to the 1940s and
1950s, based on a new fore cast ing sys tem that uses 51 years
of sta tis ti cal data and is ex pected to im prove long-range
forecasting, he said.

In late Oc to ber, towns and vil lages along Mex ico’s west ern 
coast were hit by Hur ri cane Kenna, with es ti mated dam age of
as much as $50 mil lion, ac cord ing to Mex i can of fi cials. Kenna
was a Cat e gory 5 storm with winds as in tense as 160 mph be -
fore it made land fall (BestWire, Oct. 28, 2002).

Kenna fol lowed Hur ri cane Isidore, which in Sep tem ber
caused $740 mil lion in dam age in the Yucatan Pen in sula.
Isidore than crossed the Gulf of Mex ico to Lou i si ana, where
as a trop i cal storm it caused an es ti mated $100 mil lion in in -
sured losses (BestWire, Sept. 30, 2002).

Also in Oc to ber, Lili struck Lou i si ana and Mis sis sippi with
in sured losses reach ing as high as $335 mil lion. Lili reached
Cat e gory 4 be fore land fall but dropped to a Cat e gory 2 storm 
as it reached the coast (BestWire, Oct. 17, 2002). (Pub lished:
BestWire - 12/06/2002).

By John Hill man, as so ci ate ed i tor, BestWeek: John.Hill -
man@ambest.com

Study: Global Premium Income Growth 
Was Nearly Stagnant in 2001

NEW YORK — Global in sur ance mar kets re corded a 1%
growth in pre mium in come for 2001 com pared with 2000,
the low est growth rate since the be gin ning of the 1980s, ac -
cord ing to a study by Swiss Re in sur ance Co.

The global in sur ance in dus try at tracted $2.4 tril lion in pre -
mium in come in 2001. The pre mium to tal for 2000 was also
$2.4 tril lion. Of that to tal, $1.439 tril lion is at trib uted to life
in sur ance and $969 bil lion to the nonlife sec tor, ac cord ing to
the Sigma study.

The 1% fig ure is an in fla tion-ad justed growth rate, said
Thomas Holzheu, a se nior econ o mist and dep uty head of the
New York of fice of Swiss Re’s eco nomic re search and con sult -
ing unit.

“In U.S. dol lars, the vol ume ba si cally stayed flat. Global
pre mium vol ume only grow ing 1% can be at trib uted to the
life in sur ance busi ness be ing weak,” Holzheu said.

Weak de mand for vari able an nu ity prod ucts in the United
States con trib uted to the low growth, and the same trend of
weak de mand for eq uity-linked life prod ucts can be seen in
large life in sur ance mar kets such as the United King dom and
Ger many, Holzheu said.

The de cline in the sale of these pol i cies was off set only par -
tially by in creased de mand for life in sur ance with guar an teed
re turns and pen sion pro vi sions, ac cord ing to Swiss Re’s anal y -

sis of 2001, which cov ers de vel op ments in in di vid ual re -
gions and pro vides de tailed pre mium in for ma tion from
89 key countries.

For 2002, Holzheu said he ex pects pre mium vol ume
to have in creased, though not at the same lev els seen dur -
ing the 1990s. The stock-mar ket losses ex pe ri enced since
the mid dle of 2000 have damp ened not only growth in
pre mium, but also the prof it abil ity and cap i tal bases of
some life insurers.

Any ben e fits from in creased pre mi ums will be off set by 
the con tin u ing gen eral trend of weak eq uity mar kets, he
said.

In the nonlife in sur ance mar ket, the re cov ery seen in
2000 ac cel er ated through 2001 in terms of pre mium in -
come. In par tic u lar, rate in creases were achieved in the
highly com pet i tive com mer cial in sur ance and au to mo bile
lines, where pre mi ums saw a con sid er able boost. The
trend has con tin ued into 2002. In the in dus tri al ized
coun tries, pre mium growth in 2001 was clearly above the
long-term av er age. In the emerg ing mar kets, too, pre mi -
ums over all were up on previous years, according to the
study.

De spite clear price in creases, nonlife in sur ers’ prof it -
abil ity suf fered sig nif i cantly in 2001. Claims from the
Sept. 11 at tacks, re serve-strength en ing from the days of
the soft mar ket, and fall ing in vest ment re turns on the
back of share-price col lapses all took their toll on in sur ers’ 
fi nan cial re sults. As in the life in sur ance busi ness, these
fac tors con sid er ably de pleted eq uity in the nonlife mar -
kets, thereby weak en ing in sur ers’ bal ance sheets, ac cord -
ing to the Sigma re port ti tled “World In sur ance in 2001:
Tur bu lent Mar kets and High Claims Burden Impact
Premium Growth.”

It will take a while for nonlife in sur ers to see the ben e -
fits of in creased pre mium in come be cause of in vest ment
losses, Holzheu said. “The ben e fit will be seen in the fol -
low ing years—2003 and on,” he said.

In North Amer ica, growth in nonlife pre mi ums was
6% in 2001, up from 1.9% the pre vi ous year, mark ing the
shift to a hard en ing mar ket. Prof it abil ity suf fered from a
com bi na tion of fac tors, in clud ing weak in vest ment re sults, 
in ad e quate pre mium rates, the need to strengthen re -
serves and un fore seen ca tas tro phe losses. In 2001, U.S.
nonlife in sur ers re corded a loss for the first time since re -
cords be gan be ing kept more than a century ago,
according to the study.

Life in sur ance and an nu ity pre mi ums in North Amer -
ica de clined by an in fla tion-ad justed 1.5%, al though the
study pre dicted strong de mand for pro tec tion prod ucts
and fixed an nu ity prod ucts would con tinue. (Pub lished:
BestWire - 12/06/2002).

By Den nis Kelly, Wash ing ton bu reau man ager,
BestWeek: Den nis.Kelly@ambest.com
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Asia/Pacific
Australia

Australia’s IAG Raises 
Funds for Acquisition

SYDNEY, Aus tra lia — In sur ance Aus tra lia Group Ltd.
(ASX:IAG) said share hold ers who par tic i pated in its
share-pur chase plan would pay A$2.40 (US$1 = A$1.79) a
share af ter the close of the 10-day pric ing pe riod on Dec. 6.
The price rep re sents a 5% dis count from A$2.53, which was
the av er age mar ket price over the 10 trad ing days of the pric -
ing pe riod, the company said.

IAG’s stock closed at A$2.56 a share on Dec. 10.
Un der the share-pur chase plan, re tail share hold ers bought

A$95.8 mil lion worth of or di nary shares. The shares is sued
un der the plan be gan trad ing Dec. 10.

An other A$284.2 mil lion worth of or di nary shares in the
plan were n’t taken up by re tail in ves tors. Deut sche Bank and
UBS War burg, which un der wrote the of fer ing, had sub-un -
der writ ing ar range ments for most of the shares not taken up,
IAG said. Those shares are to be al lot ted on Dec 12 and be -
gin trading Dec. 13.

The A$380 mil lion raised through the plan will be partly
used to fund IAG’s ac qui si tion of the Aus tra lia and New Zea -
land gen eral in sur ance op er a tions of Lon don-based Aviva plc.
IAG agreed to ac quire CGU In sur ance Aus tra lia Ltd. and
Belves In vest ments Ltd., the hold ing com pa nies for all of
Aviva’s gen eral in sur ance busi nesses in Aus tra lia and New
Zea land, for A$1.8 bil lion (BestWire, Oct. 18, 2002). Those
busi nesses in clude CGU In sur ance, Swann In sur ance,
CGU-VACC and 51% of MCGI in Aus tra lia, and New Zea -
land In sur ance Ltd. (Published: BestWire - 12/10/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Former HIH Director 
Faces Securities Charges

SYDNEY, Aus tra lia — Rodney Ste phen Adler, a for mer
board mem ber of failed Aus tra lian in surer HIH Ltd. and for -
mer chief ex ec u tive of an in surer ac quired by HIH, was
charged in a Syd ney court with three counts of stock mar ket
ma nip u la tion and two counts of mak ing false or mis lead ing
state ments in re la tion to se cu ri ties, Australian officials said.

The Aus tra lian Se cu ri ties and In vest ments Com mis sion,
which brought the le gal ac tion against Adler, al leges he con -
tra vened the Cor po ra tions Act by ma nip u lat ing the stock mar -
ket through the pur chase of 1.87 mil lion HIH shares on June 
15, 2000, an other 951,339 shares on June 16, 2000, and
425,000 shares on June 19, 2000. Those pur chases were
made in the name of Pa cific Ea gle Eq ui ties Pty. Ltd., the
commission said.

The charges re lated to mak ing false and mis lead ing state -
ments con cern ing “in for ma tion dis sem i nated” by Adler on
June 19 that he bought 1.87 mil lion HIH shares for him self,

and, on June 20, 2000, that he bought an other 951,339
shares for him self, the com mis sion said.

Adler’s case will next come be fore Downing Cen tre
Lo cal Court in Syd ney on Feb. 18, 2003. The com mis -
sion said it has no fur ther com ment on the case.

Adler had been CEO of FAI In sur an ces Ltd., which
was ac quired by HIH in 1999. At first, FAI ap peared to
be a good in vest ment for HIH, but the com pany later de -
cided it needed to get out of re tail in sur ance and fo cus on 
cor po rate cli ents. In 2001, HIH struck a deal to sell 51%
of FAI’s per sonal lines to Allianz Aus tra lia Ltd., a unit of
Ger man in surer Allianz AG Hold ing (BestWire, Sept. 14,
2000). The sale was part of an ef fort to boost short-term
earn ings at HIH, which suf fered a loss of A$21.8 mil lion
($1 = A$1.78) for sec ond half of the fis cal year ended
June 30, 2000.

HIH’s stock was sus pended from trad ing on the Aus -
tra lia Stock Ex change on Feb. 27, 2001, af ter reg u la tors
ex pressed con cern about the com pany’s fi nan cial po si tion, 
and emerg ing com pli ca tions with the FAI-Allianz deal be -
gan to cast doubt on fu ture earn ings. Adler re signed from 
the HIH board a day ear lier (BestWire, Feb. 26, 2001).

In March 2001, HIH placed it self in pro vi sional liq ui -
da tion, as its stock price plum meted amid reg u la tory in -
ves ti ga tions and ques tions about the com pany’s cap i tal
po si tion (BestWire, March 15, 2001). (Pub lished:
BestWire - 12/06/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Korea

ING Extends Alliance 
With Korea’s Kookmin Bank

SEOUL, South Ko rea — ING Group said it would
ex tend a stra te gic al li ance with Ko rea’s Kookmin Bank in
a move that would al low the Neth er lands-based in surer to 
ex pand into the soon-to-be-de reg u lated bancassurance
mar ket in Ko rea, as well as the as set-man age ment market.

Un der terms of the ex tended agree ment, ING and
Kookmin Bank will add bancassurance and as set-man age -
ment ac tiv i ties to their ex ist ing joint-ven ture com pa -
nies—ING Life Ko rea and Kookmin Bank In vest ment
Trust Man age ment Co. ING said it would take a 6% share 
in Kookmin Bank.

The bancassurance busi ness is ex pected to be de reg u -
lated in Ko rea by Au gust 2003, ING said, at which time
ING plans to set up an in de pend ent bancassurance di vi -
sion within ING Life Ko rea as a 50-50 profit-shar ing
busi ness be tween ING and Kookmin. Bancassurance
prod ucts are to be dis trib uted ex clu sively through
Kookmin Bank’s branch network.

“ING sees Ko rea as a key mar ket for its bank ing, in -
sur ance and as set man age ment ac tiv i ties and the es tab lish -
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ment of a bancassurance di vi sion with Kookmin Bank marks
an im por tant step for ward for our am bi tions in Ko rea,” said
Fred Hubbell, ex ec u tive board mem ber of ING Group, in a
state ment. “Kookmin Bank, as Ko rea’s larg est com mer cial
bank, has a strong cli ent base and dom i nant mar ket share, and 
pro vides ING with a strong bank ing net work to dis trib ute its
fi nan cial ser vices prod ucts more widely to retail and corporate
customers.”

Kookmin Bank of fers ING Life Ko rea an out let for its
whole life in sur ance and an nu ity prod ucts through 69
branches and more than 3,500 fi nan cial con sul tants, ING
said.

ING has been seek ing joint-ven ture and bancassurance op -
por tu ni ties in sev eral coun tries. ING ac quired a 19.2% stake in 
Mex ico’s Grupo Financiero Bital; formed a joint ven ture with
Cap i tal Group, based in Beijing; and com pleted the pur chase
of a 49% stake in Brazil’s Sul Amer ica (BestWire, Aug. 1,
2002).

The South Ko rean in sur ance in dus try has un der gone a
num ber of lib er al iza tion re forms since the 1997 Asian fi nan -
cial cri sis, which hob bled some of the coun try’s big gest in sur -
ers. For life in sur ers, a sig nif i cant move was a rule change in
2000 that al lowed the in sur ers to set the risk and ex pense fac -
tors in the pre mi ums they charge (BestWire, March 31,
2000). Nonlife in sur ers also got the free dom to set their
expense factors.

ING Life In sur ance Ko rea Ltd. is rated A (Ex cel lent) by
A.M. Best Co. (Pub lished: BestWire - 12/04/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Philippines

Aegon to Sell 
Philippines Business

THE HAGUE, Neth er lands — Dutch in surer Aegon N.V. 
said it reached an agree ment to trans fer its ex ist ing book of
busi ness in the Phil ip pines to Par a mount Life & Gen eral In -
sur ance Co.

“The de ci sion was taken in line with Aegon’s strat egy to
fo cus on mar kets where it has a lead ing po si tion with suf fi -
cient scale or has good op por tu ni ties for growth to a lead ing
po si tion and suf fi cient scale,” Aegon said in a state ment.
Aegon had been do ing busi ness in the Phil ip pines since 1998.

Aegon said reg u la tors in the Phil ip pines ap proved the
trans ac tion. Terms of the sale were n’t dis closed.

Par a mount, which un til re cently had been ex clu sively a 
gen eral in surer, said it had re ceived ap proval from the in -
sur ance com mis sioner in the Phil ip pines to op er ate as a
com pos ite in surer, clear ing the way for it to take over
Aegon’s life busi ness. Par a mount said its gross pre mi ums
rose 33% to 362.1 mil lion Fil i pino pe sos ($1 = 53.52 Fil i -
pino pe sos) in 2001 from 272.6 million pesos in 2000.

Aegon’s 2001 pre mium in come in the Phil ip pines rose 
62.2% to 53.2 mil lion pe sos from the year be fore, Par a -
mount said.

Aegon is the sec ond ma jor in ter na tional life in surer
this year to de cide it could n’t get enough trac tion in the
Phil ip pines mar ket. MetLife Inc. (NYSE:MET) said it
would close its life in sur ance op er a tion in the Phil ip pines
be cause it has n’t been suc cess ful in pen e trat ing the mar -
ket (BestWire, Feb. 15, 2002). MetLife In sur ance Com -
pany of the Phil ip pines did n’t gen er ate suf fi cient sales in
the coun try to sup port con tin u ing operations, the
company said.

But oth ers have been mov ing into the Phil ip pines this
year. Ca na dian in surer Manulife Fi nan cial Corp. (NYSE,
TSE:MFC) said it would ac quire the life in sur ance and
pen sion and ed u ca tion op er a tions of CMG Phil ip pines
from Com mon wealth Bank of Aus tra lia (BestWire, Oct.
17, 2002). Among other life in sur ers show ing an in ter est
in the Phil ip pines is Brit ish in surer Pru den tial plc, which
last June said it would buy the Phil ip pine life in sur ance
sub sid iary of ING Group of the Neth er lands (BestWire,
June 18, 2002). ING Life In sur ance Co. (Phil ip pines)
Inc. was es tab lished in 1997 and has 17 sales of fice cov er -
ing most of the major cities in the Philippines.

Aegon (NYSE:AEG), which has been strug gling this
year as eq uity-mar ket weak ness cut into life in sur ance in -
come, raised about $3.4 bil lion with an of fer ing of 350
mil lion shares of com mon stock in Sep tem ber at a price of 
10 euro ($1 = 1 euro) a share and $9.71 a New York
share. The trans ac tion closed Sept. 23 (BestWire, Sept.
18, 2002).

Amer i can de pos i tary shares of Aegon were trad ing at
$14.80 a share on the af ter noon of Dec. 3, down 4.82%
from the pre vi ous close. (Pub lished: BestWire -
12/03/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com
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Europe/U.K.
Germany

A.M. Best Affirms Rating 
Of Munich Re and Subsidiaries

OLDWICK, N.J.  — A.M. Best Co. has af firmed the fi -
nan cial strength rat ings of Mu nich Re in sur ance Com pany
(Mu nich Re) and its core sub sid iar ies (see list be low). At the
same time, A.M. Best has down graded Mu nich Re’s EUR
1,115 mil lion ex change bond is sue to “aa+” from “aaa”. A
neg a tive out look has been as signed to all ratings.

These rat ing ac tions re flect Mu nich Re’s su pe rior
capitalisation, su pe rior busi ness po si tion in the global re in sur -
ance mar ket and ex cel lent mar ket pro file in the Ger man pri -
mary in sur ance seg ment. Off set ting these fac tors is Mu nich
Re’s un sat is fac tory, but im prov ing underwriting performance.

Su pe rior Capitalisation and Ex cel lent Fi nan cial Flex i bil -
ity—A.M. Best re gards Mu nich Re’s con sol i dated risk-ad -
justed capitalisation as su pe rior. How ever, sig nif i cant
un real ised losses from its eq uity port fo lio and the nec es sary re -
serve strength en ing of USD 2.5 bil lion have se verely im pacted 
the group’s cap i tal base. A.M. Best be lieves that Mu nich Re’s
fi nan cial flex i bil ity re mains ex cel lent de spite dif fi cult mar ket
con di tions. The consolidated financial leverage is below 5%.

Su pe rior Busi ness Po si tion—Mu nich Re is the world larg -
est re in surer ben e fit ing from its out stand ing global net work
and un der writ ing ca pac ity. A.M. Best be lieves that Mu nich Re 
is one of the main ben e fi cia ries of an in creas ing fo cus on fi -
nan cial strength com bined with re duced ca pac ity in the re in -
sur ance mar ket. In the pri mary in sur ance seg ment, which
ac counted for 43.5% of to tal pre mi ums in 2001, Mu nich Re
has an ex cel lent mar ket pro file in Ger many, where it is the
third larg est com pos ite group. ERGO Versicherungsgruppe,
Mu nich Re’s pri mary in sur ance arm, is one of the mar ket lead -
ers for pri vate pen sions (Riester-prod ucts) and is part of a con -
sor tium of in sur ers of fer ing cor po rate pensions to more than
three million employees of the metal industry.

Un sat is fac tory, but Im prov ing Un der writ ing Per for -
mance—Mu nich Re’s un der ly ing un der writ ing re sults have
im proved in the first nine months of 2002, lead ing to a com -
bined ra tio of 102.4. How ever, the over all un der writ ing per -
for mance was neg a tively im pacted by nec es sary re serve
strength en ing for Amer i can Re and the World Trade Cen ter
as well as the floods in Cen tral Eu rope—to tal im pact EUR
2,058 mil lion (USD 2,045 mil lion af ter tax). Post-tax earn -
ings in 2002 will be in flu enced by EUR 4.7 bil lion (USD 4.6
bil lion) prof its from the re struc tur ing of cross-shareholdings
with Allianz and the necessary write-downs on investments.

Out look neg a tive:
The neg a tive out look re flects A.M. Best’s con cerns that

Mu nich Re’s risk ad justed capitalisation may fur ther de te ri o -
rate as a con se quence of con tin ued weak eq uity mar kets. In
ad di tion, A.M. Best sees fur ther po ten tial for ad verse de vel op -
ments in re spect of as bes tos and en vi ron men tal related claims. 

Ex pec ta tions:
— A.M. Best will closely mon i tor whether Mu nich Re

will be able to achieve its profit tar gets over the next three 
years, which in cludes a 15% re turn on eq uity and a com -
bined ra tio of 100% for the next two years.

— A.M. Best ex pects Mu nich Re’s risk-ad justed
capitalisation to re main com men su rate with an A++ (Su -
pe rior) rat ing.

The fol low ing A++ fi nan cial strength rat ings have
been af firmed and a neg a tive out look as signed:

— Mu nich Re in sur ance Com pany
— Mu nich Re in sur ance Com pany of Australasia Ltd
— Great Lakes Re in sur ance (UK) PLC
— Mu nich Re in sur ance It aly S.p.A.
— New Re in sur ance Com pany
— Mu nich Re in sur ance Com pany of Af rica Ltd
— Mu nich Re in sur ance Com pany of Can ada
— Mu nich Amer i can Re as sur ance Com pany
The fol low ing debt rat ing has been down graded to

“aa+” from “aaa” and a neg a tive out look as signed:
— “aa+” rat ing Mu nich Re in sur ance Com pany, EUR

1,115 mil lion Bonds Ex change able into Allianz AG
Shares 2000/2005

 (Pub lished: BestWire - 12/06/2002).

A.M. Best Affirms Rating 
Of HDI and HDI Reinsurance Ireland Ltd.

OLDWICK, N.J.  — A.M. Best Co. has af firmed the
fi nan cial strength rat ing of A+ (Su pe rior) of
Haftpflichtverband der Deutschen Industrie V.a.G.
(HDI) and HDI Re in sur ance Ire land Ltd. The out look is
negative.

The rat ing re flects HDI’s strong busi ness po si tion in
in dus trial in sur ance and ex cel lent con sol i dated
capitalisation. An off set ting fac tor is the weak, but im -
prov ing con sol i dated earn ings. The af fir ma tion of the rat -
ing for HDI Re in sur ance Ire land Ltd re flects its core
status within the HDI group.

Strong busi ness po si tion—HDI is the third-larg est in -
dus trial in surer in Ger many, ben e fit ing from strong di rect 
re la tion ships with its cli ents. A.M. Best be lieves that
HDI’s busi ness po si tion in the in dus trial seg ment has
been fur ther en hanced by the cur rent short age of ca pac ity 
and fa vour able un der writ ing con di tions. Life busi ness has
also grown sig nif i cantly in re cent years, po si tion ing HDI
as one of the lead ers in the pri vate pen sion (Riester-prod -
ucts) and unit-linked seg ment. For 2002, A.M. Best ex -
pects a strong pre mium growth of ap prox i mately 10%
from the sales of pen sion prod ucts. How ever, de mand for 
unit-linked prod ucts will be negatively impacted by weak
equity markets.

Ex cel lent capitalisation—A.M. Best re gards HDI’s
con sol i dated risk-ad justed capitalisation as ex cel lent, al -
though de clin ing, mainly due to strong growth in re in sur -
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ance and weak eq uity mar kets. A.M. Best has given credit for
HDI’s sig nif i cant equa li sa tion re serves and for the group’s
sub or di nated debt is sues up to 15% of to tal cap i tal. A.M. Best
be lieves that HDI may re quire ad di tional cap i tal in or der to fi -
nance its ex pected over all growth in in dus trial, life and
reinsurance in 2003.

Weak but im prov ing earn ings—2002 non-life tech ni cal re -
sults are im prov ing as a con se quence of sig nif i cant rate in -
creases and stricter pol icy terms in in dus trial in sur ance and
re in sur ance. HDI is also cap i tal is ing on re duced mar ket ca pac -
ity in these seg ments. How ever, in vest ment re turns are likely
to be se verely re duced by weak eq uity mar kets. In 2001, HDI 
re corded an af ter tax loss of EUR 23.9 mil lion in 2001 (USD
23.7 mil lion) from its ex po sure to the events of Sep tem ber
11, weaker in vest ment re turns and new busi ness strain from
its life in sur ance op er a tions. In ad e quate pric ing in in dus trial
in sur ance has historically led to unsatisfactory underwriting
results.

The neg a tive out look re flects A.M. Best’s con cerns about
HDI’s lim ited fi nan cial flex i bil ity. HDI had in tended to par -
tially float its in ter me di ate hold ing com pany, Talanx AG, in
or der to fi nance fur ther growth. How ever, weak cap i tal mar -
kets have made this more dif fi cult than pre vi ously an tic i pated.
Con sol i dated fi nan cial le ver age has also increased to 28.9 at
year-end 2001.

A.M. Best will closely mon i tor the out come of the merger
dis cus sions with Gerling and the po ten tial im pact on HDI’s
rat ing.

Ex pec ta tions:
— A.M. Best ex pects HDI’s risk-ad justed capitalisation to

re main com men su rate with an A+ (Su pe rior) rat ing.
— A com bined ra tio of be low 100% will be achieved for

HDI’s non-life and re in sur ance port fo lio in 2003. (Pub lished: 
BestWire - 12/04/2002).

A.M. Best Affirms Rating 
Of Hannover Rueckversicherung AG

OLDWICK, N.J. — A.M. Best Co. has af firmed the fi nan -
cial strength rat ing of A+ (Su pe rior) of Hannover
Rueckversicherung AG (Hannover Re). At the same time,
A.M. Best af firmed the “a” rat ing on the USD 400 mil lion
sub or di nated debt is sued by Hannover Fi nance Inc. and guar -
an teed by Hannover Re and the USD 350 mil lion sub or di -
nated debt is sued by Hannover Fi nance S.A. and guar an teed
by Hannover Re. The out look on all ratings is negative.

These rat ing ac tions re flect Hannover Re’s stra te gic po si -
tion within the HDI group, its ex cel lent busi ness po si tion,
very good un der writ ing per for mance and ex cel lent, al beit re -
duced, risk-ad justed capitalisation. An off set ting fac tor is
Hannover Re’s lim ited financial flexibility.

Stra te gic im por tance to HDI—A.M. Best con sid ers
Hannover Re to be stra te gi cally im por tant to its ul ti mate par -
ent com pany, Haftpflichtverband der Deutschen Industrie
V.a.G (HDI).

Ex cel lent busi ness po si tion—Through op por tu nis tic un -
der writ ing, Hannover Re’s con sol i dated prop erty/ca su alty
gross pre mi ums grew by 74.3% in the first nine months of

2002, whilst main tain ing un der writ ing dis ci pline. In life
re in sur ance, where Hannover Re fo cused on fi nanc ing
new busi ness, gross pre mi ums re mained un changed dur -
ing the first nine months of 2002, al though A.M. Best ex -
pects an over all growth of 10% for 2002. Hannover Re is
also one of the larg est pro vid ers of pro gram busi ness in
the United States (gross pre mi ums EUR 2 bil lion [USD
1.9 bil lion] dur ing the first nine months of 2002) and is
seek ing to ex pand this busi ness model in Eu rope. A.M.
Best be lieves that re cent with draw als of ca pac ity in the re -
in sur ance mar ket would offer further business
opportunities for Hannover Re in 2003.

Very good un der writ ing per for mance—Dur ing the
first nine months of 2002, Hannover Re’s profit be fore
tax was EUR 306.9 mil lion (USD 305.1 mil lion). Con -
trolled un der writ ing and sub stan tial price in creases (be -
tween 15% and 100%, de pend ing upon line of busi ness)
led to very good un der writ ing re sults from its prop -
erty/ca su alty and pro gram book of busi ness, where com -
bined ra tios im proved to 95.1% and 92.9% from 124.4%
and 94%, respectively.

Ex cel lent risk-ad justed cap i tal iza tion—A.M. Best re -
gards Hannover Re’s con sol i dated risk-ad justed
capitalisation, strength ened by EUR 150 mil lion (USD
149.1 mil lion) ear lier this year, as com men su rate with the 
cur rent rat ing level. A.M. Best has given credit for
Hannover Re’s sub or di nated debt is sues up to a 15% limit 
of to tal ad justed cap i tal. How ever, fur ther funds may be
re quired to sus tain growth in 2003 if Hannover Re is to
take full ad van tage of the current hard market conditions.

The neg a tive out look re flects A.M. Best’s con cerns
that Hannover Re’s ac cess to fur ther funds is lim ited. In
ad di tion, Hannover Re’s fi nan cial le ver age has in creased
to 24.6% in recent years.

Ex pec ta tions:
— The cur rent rat ing is sub ject to the main te nance of

an A+ (Su pe rior) risk-ad justed capitalisation.
— A com bined ra tio of around 100% will be achieved

for 2003 in prop erty/ca su alty and pro gram busi ness.
  — No de te ri o ra tion of re serve lev els, in par tic u lar for

the World Trade Cen ter claims and as bes tos re lated
claims.

The fi nan cial strength rat ings of A+ (Su pe rior) of the
fol low ing com pa nies have been af firmed:

— E+S Rueckversicherungs-AG
— Hannover Re in sur ance (Ire land) Lim ited
— E+S Re in sur ance (Ire land) Ltd
— In sur ance Cor po ra tion of Hannover
— The Hannover Life Re as sur ance (Ire land) Ltd

(Pub lished: BestWire - 12/04/2002).
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London/U.K.

U.K. Abbey Life 
Fined 1 Million Pounds

LONDON — The United King dom’s Fi nan cial Ser vices
Au thor ity fined Ab bey Life As sur ance Co. 1 mil lion pounds
($1 = 0.64 pounds) for al leged mis-sell ing of mort gage en -
dow ments and “other de fi cien cies in its com pli ance pro ce -
dures and con trols” be tween 1995 and 1999, the agency said.

In ad di tion, the FSA—the United King dom’s fi nan cial-ser -
vices reg u la tor—said that 42,000 to 46,000 mort gage en dow -
ment cus tom ers and 3,000 to 4,000 other cus tom ers might
be due com pen sa tion es ti mated at be tween 120 mil lion
pounds and 160 million pounds.

“The fail ings in this case are se ri ous,” said Carol Ser geant,
man ag ing di rec tor for reg u la tory pro cesses and risk at the
FSA, in a state ment. “Weak nesses in Ab bey Life’s in ter nal
con trols oc curred over an ex tended pe riod of time and ex -
posed large num bers of con sum ers, par tic u larly those who
pur chased mort gage en dow ments, to risk of loss.”

Ser geant said that Ab bey Life, which closed to new busi -
ness in Feb ru ary 2000, could have faced a much larger fine
but had taken “ex ten sive and proactive remediation ac tion” to 
cor rect its prob lems. “Ab bey Life has vol un tarily agreed to ex -
tend its re view of mort gage en dow ment sales back to 1988, at 
con sid er able cost to it self, and has also un der taken a
wide-rang ing re view of other prod ucts,” said Ser geant. “Ab -
bey Life has, in do ing so, dem on strated a high re gard for the
pri or ity of the interests of its customers.”

Among the prob lems cited by the FSA was a “sys temic fail -
ure” in Ab bey Life’s pro ce dures, which failed to en sure that
rec om men da tions to pur chase mort gage en dow ments, made
by the com pany’s sales force to cus tom ers, were made only to
cus tom ers who had an “ap pro pri ate at ti tude to risk.” Be cause
of that fail ure, Ab bey Life ad vis ers made “wide spread un suit -
able rec om men da tions” of mort gage en dow ments to
customers, the FSA said.

TSB Group plc, Ab bey Life’s par ent, said it ex pects to re -
serve 165 mil lion pounds to cover its li a bil ity for the Ab bey
Life sales prob lem. “The sub sid iary, in com mon with a num -
ber of com pa nies in the life as sur ance in dus try, has been car ry -
ing out a re view of the past sales of cer tain en dow ment-based
and long-term sav ings prod ucts made pri mar ily in the late
1980s and early 1990s,” said Lloyds TSB in a statement.

In 1999, Ab bey Life re ceived a 176-mil lion-pound cash
in jec tion from Lloyds TSB to shore up its sol vency against
strains caused by the con tin u ing reg u la tory re view of mis-sell -
ing and the dif fi cul ties in the guar an teed an nu ities sec tor
(BestWire, Aug. 20, 1999). Lloyd’s TSB said at the time that
the mis-sell ing prob lems plagu ing Ab bey Life were wide spread 
in the U.K. life industry.

Ac cord ing to the As so ci a tion of Brit ish In sur ers, about
10.3 mil lion peo ple in the United King dom have mort gage
en dow ment pol i cies, which are de signed to pro vide monthly
in ter est pay ments to a mort gage lender over the life of a mort -
gage. In the late 1980s and early 1990s, many peo ple chose

to pur chase mort gage en dow ment pol i cies to re pay their
mort gages, since the stock mar kets were boom ing and in -
ter est rates were high. In the past two years, how ever, de -
clin ing eq uity mar kets have hob bled the abil ity of many
mort gage en dow ment policies to meet mortgage
payments.

The FSA said it has been re search ing the im pact of
weak ened mort gage en dow ment pol i cies on pol i cy hold -
ers’ abil ity to meet mort gage pay ments and is con sid er ing
re lax ing time lim i ta tions cur rently in place for pol i cy hold -
ers to file com plaints against their in sur ers. The FSA said
its re search shows that 50% of con sum ers who had com -
plained to their in sur ers about their mort gage en dow -
ment pol i cies said the com pany took too long to
in ves ti gate com plaints and pro cess de ci sions, while 39%
said they had n’t been given clear reasons for their
insurer’s decision.

Ab bey Life has been a wholly owned sub sid iary of
Lloyds TSB since 1997. Lloyds TSB it self was cre ated
through the 1995 merger of Lloyds Bank and the Trustee 
Sav ings Bank. Lloyds had ac quired a ma jor ity
shareholding in Ab bey Life in 1988. In June 1999,
Lloyds TSB ac quired Scot tish Wid ows, the Scot tish mu -
tual in surer, for about 7 bil lion pounds. (Pub lished:
BestWire - 12/09/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

A.M. Best Assigns Syndicate Rating 
To Lloyd’s Syndicate 570

OLDWICK, N.J.  — A.M. Best Co. has as signed a
Best’s Syn di cate Rat ing of A- (Ex cel lent) to Lloyd’s Syn -
di cate 570, man aged by Atrium Un der writ ers Lim ited.
The out look is positive.

The rat ing re flects the syn di cate’s ex cel lent pro spec tive 
op er at ing per for mance and strong busi ness po si tion, in
ad di tion to the fi nan cial strength of the Lloyd’s mar -
ket—rated A- (Ex cel lent)—which un der pins the se cu rity
of all Lloyd’s syn di cates. The rat ing is based on A.M. Best 
spe cific syn di cate cri te ria. (See A.M. Best’s Rat ing Meth -
od ol ogy for Lloyd’s Syn di cates at www.ambest.com.) Par -
tially off set ting these rat ing fac tors is the recent track
record of the syndicate.

Ex cel lent pro spec tive op er at ing per for mance—A.M.
Best ex pects the syn di cate to re turn to prof it abil ity in the
2002 and 2003 years of ac count. Al though sig nif i cantly
better than the Lloyd’s mar ket av er age, mod est losses
were re corded for the last two closed years of ac -
count—1998 and 1999—and A.M. Best ex pects fur ther
small losses on ca pac ity for 2000 and 2001. Ex pec ta tions
for im prove ment for 2002 and 2003 are based on the sig -
nif i cantly im proved pric ing con di tions and the ex pected
con tin ued short age of ca pac ity in many of the busi ness
classes in which the syn di cate spe cial ises, which in clude
US pro fes sional in dem nity, small com mer cial lines and
per sonal ac ci dent. The un der ly ing per for mance of the
2001 ac count, ex clud ing the World Trade Cen ter loss,
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which is ex pected to ac count for 4.5% of ca pac ity or USD 4.5
mil lion, is sup port ive of ex pec ta tions for an im prov ing trend
in prof it abil ity. A.M. Best also notes the ex cel lent track re cord 
of con sis tent bottom line profitability for many years prior to
the recent soft market cycle.

Ex cel lent busi ness po si tion—The syn di cate writes a sig nif i -
cant pro por tion of its busi ness through bind ing au thor i ties,
lineslips and con sor tia, main tain ing a well-di ver si fied book of
busi ness across a wide range of dif fer ent classes and ben e fit ing 
from long stand ing re la tion ships with the vast ma jor ity of
coverholders. As a spe cial ist in high-vol ume small-limit com -
mer cial busi ness, the syn di cate has a lower risk pro file than
many other Lloyd’s syn di cates. Busi ness strat egy is of ten op -
por tu nis tic in so far as sub stan tial vol umes of busi ness may be
writ ten in sur plus lines and/or “dis tressed” sec tors, from
which the syn di cate sub se quently withdraws when mainstream 
capacity starts to re-emerge.

Ex pec ta tions:
A.M. Best be lieves the syn di cate’s fi nan cial per for mance

will be gin to im prove sig nif i cantly from 2002 on wards and
views re turns in ex cess of 10% of ca pac ity to be achiev able.
(Pub lished: BestWire - 12/06/2002).

A.M. Best Assigns 
Rating to Lloyd’s Syndicate 609

OLDWICK, N.J.  — A.M. Best Co. has as signed a Best’s
Syn di cate Rat ing of A (Ex cel lent) to Lloyd’s Syn di cate 609,
man aged by Atrium Un der writ ers Lim ited. The out look is
stable.

The rat ing re flects syn di cate 609’s ex cel lent op er at ing per -
for mance and busi ness po si tion, in ad di tion to the fi nan cial
strength of the Lloyd’s mar ket—rated A- (Ex cel lent)—which
un der pins the se cu rity of all Lloyd’s syn di cates. Par tially off -
set ting these rat ing fac tors is the rel a tively mod est busi ness
pro file of the syn di cate com pared with larger, more com pos ite 
com pet i tors. The rat ing is based on A.M. Best spe cific syn di -
cate cri te ria. (See A.M. Best’s Rat ing Meth od ol ogy for
Lloyd’s Syndicates at www.ambest.com.)

Ex cel lent op er at ing per for mance—Syn di cate 609 has been
con sis tently prof it able in ev ery closed un der writ ing year since
it be gan trad ing in 1984. A.M. Best ex pects a small profit for
the 2000 year of ac count and a break-even po si tion for the
2001 year of ac count as a re sult of World Trade Cen ter re -
lated claims. The syn di cate also has an ex cel lent track re cord
of con ser va tive re serv ing, which has fre quently en abled it to
make sub stan tial re leases. As with many Lloyd’s syn di cates fo -
cused on rel a tively spe cial ist high-risk ar eas, the syn di cate is
now well placed to ex ploit the cur rent pos i tive mar ket con di -
tions. It has achieved sig nif i cant rate in creases on re newal
busi ness and has de vel oped new busi ness op por tu ni ties in
areas where it has made substantial profits in the past.

Ex cel lent Busi ness Pro file—The syn di cate has an ex cel lent
mar ket pro file in cer tain spe cial ist ar eas of ma rine in sur ance,
such as hull ‘to tal loss only’, sub ma rine ca bles and ports. It
also has a mean ing ful pres ence in sev eral other sec tors in clud -
ing: non-ma rine prop erty, ma rine li a bil ity, en ergy and avi a tion 
war. A.M. Best re cog nises that the syn di cate’s mod est size re -

sults from a strict strat egy of avoid ing growth dur ing the
soft mar ket and maintaining a disciplined line structure.

The syn di cate will write an es ti mated 75% in crease in
gross pre mium vol ume in 2001 fol lowed by a fur ther 83% 
in 2002 and 28% in 2003 with the syn di cate con tin u ing
its prac tice of writ ing most of its busi ness on a fac ul ta tive
ba sis. How ever, A.M. Best con sid ers that this growth
does not pres ent a po ten tial strain on man age ment as re -
sources have been strength ened in the last two years and
risk count is com pa ra ble with previous hard market levels.

Ex pec ta tions:
— A.M. Best be lieves the syn di cate will con tinue to

achieve re sults con sis tent with its rat ing level.
— The busi ness plan may vary ma te ri ally in some

classes from the amounts cur rently fore cast as the syn di -
cate em ploys a flex i ble strat egy adapt ing to op por tu ni ties
and threats quickly as they ma teri al ise. (Pub lished:
BestWire - 12/06/2002).

U.K. Regulator Clears 
Endurance Worldwide for Business

LONDON — Ber muda-based En dur ance Spe cialty
Hold ings Ltd. has formed a sub sid iary to write com mer -
cial in sur ance and re in sur ance in the United Kingdom.

En dur ance World wide In sur ance Ltd. has been au tho -
rized by the U.K. Fi nan cial Ser vices Au thor ity to write
com mer cial busi ness in the United King dom, ef fec tive im -
me di ately, the com pany said. En dur ance World wide will
ini tially fo cus on com mer cial prop erty risks, mostly in the
United King dom, and in ter na tional treaty busi ness,
mainly from Eu ro pean sources. In the fu ture, En dur ance
World wide will add other lines of com mer cial busi ness
“where appropriate,” the company said.

The new sub sid iary has been cap i tal ized with 140 mil -
lion pounds (US$1 = 0.63 pounds) of is sued cap i tal from
En dur ance Spe cialty In sur ance Ltd.—an af fil i ated com -
pany—with paid-in cap i tal of 100 million pounds.

The launch of En dur ance World wide is part of the
com pany’s strat egy to ex pand in the global in sur ance and
re in sur ance mar kets, the com pany said. En dur ance
World wide will pur sue an un der writ ing strat egy based on
qual ity risk se lec tion and be ing re spon sive to the needs of
an in ter na tional cli ent base, es pe cially in Europe, it said.

“Like our Ber muda-based com pany, En dur ance Spe -
cialty, En dur ance World wide will en deavor to take a tech -
ni cal and an a lyt i cal ap proach to the busi ness, while
prac tic ing dis ci plined un der writ ing,” said Ken neth
LeStrange, chief ex ec u tive of fi cer of En dur ance Spe cialty,
in a state ment. “To this end, we have brought to gether a
sea soned group of U.K. in sur ance ex ec u tives with strong
reputations in the industry.”

CEO Mark Boucher will lead En dur ance World wide.
Da vid Ahmad will head re in sur ance treaty un der writ ing,
and Andy Brooks will lead com mer cial in sur ance un der -
writ ing. Jon Godfray will serve as op er a tions di rec tor, and 
Si mon Mar shall was named chief fi nan cial of fi cer. Bill
Bollinder and Ron Iles will be nonexecutive directors.
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“Now that we’ve re ceived our FSA ap proval, we look for -
ward to get ting down to busi ness im me di ately for the up com -
ing re newal pe riod,” Boucher said in a state ment. “We be lieve 
we’ve es tab lished a very solid foun da tion that will help En dur -
ance Spe cialty Hold ings ex pand into the Eu ro pean and global
marketplace.”

En dur ance Spe cialty Hold ings, formed last year by Aon
Corp. and Zu rich Fi nan cial Ser vices Group, be gan writ ing
prop erty/ca su alty in sur ance and re in sur ance last De cem ber af -
ter it raised $1.2 bil lion of cap i tal (BestWire, Dec. 18, 2001).
The com pany posted net in come of $28.9 mil lion for the
third quar ter of 2002. Gross pre mi ums writ ten for the quar ter 
were $228.3 mil lion, and net pre mi ums earned were $111.5
million.

For the nine months ended Sept. 30, net in come was
$63.5 mil lion. Gross pre mi ums writ ten and ac quired for this
pe riod were $623.5 mil lion, and net pre mi ums earned were
$204.3 mil lion. The com pany had a com bined ra tio—losses
and ex penses as a per cent age of pre mi ums—of 85.6 for the
first nine months of 2002, with a loss ra tio of 56.4 (BestWire, 
Nov. 14, 2002).

En dur ance Spe cialty In sur ance and En dur ance World wide
In sur ance are rated A- (Ex cel lent) by A.M. Best Co. (Pub -
lished: BestWire - 12/06/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Equitas Anticipates 
Hike in Asbestos Reserves

LONDON — Equitas, the re in sur ance group set up to
run off pre-1993 nonlife li a bil i ties of Lloyd’s syn di cates, said
six-month re sults for the pe riod ended Sept. 30 show weak -
ened in vest ment per for mance re lated to de clines in eq uity
mar kets, as well as a pos si ble need to in crease asbestos
reserves.

Chair man Hugh Stevenson said as bes tos claims in the
United States, and the av er age paid by some com mer cial pol i -
cy hold ers to re solve claims, con tin ued to rise in the first half
of the fis cal year. In ad di tion, as bes tos claim ants con tin ued to
tar get new com pa nies. “Equitas, how ever, con tin ues to be en -
cour aged by the im pact of the doc u men ta tion re quire ments
and the other as bes tos claims-man age ment ini tia tives which
have been adopted,” he said in a statement.

“A large num ber of the new as bes tos claims have been
filed by per sons who have not been im paired by ex po sure to
as bes tos,” said Stevenson. “We re main firmly com mit ted to
en sur ing that, ex cept in spe cial cir cum stances, Equitas re im -
burses only valid claims in which as bes tos-re lated in ju ries can
be documented.”

Stevenson said it “may be nec es sary” to in crease as bes tos
re serves at the end of the fi nan cial year af ter a com pre hen sive
ac tu ar ial re view. Equitas un der takes a com pre hen sive ac tu ar ial
re view of loss re serves only at the end of the fi nan cial year,
when re sults for the pre vi ous year are pre sented in an annual
“report and accounts.”

The group’s in vest ment port fo lio on March 31 held 383
mil lion pounds (US$1 = 0.64 pounds) in eq ui ties out of to tal

fi nan cial in vest ments of 5.7 bil lion pounds. On Sept. 30,
the value of its eq uity port fo lio stood at 110 mil lion
pounds. Over all in vest ment re turn rose to 556 mil lion
pounds from 215 mil lion pounds in the first half of last
year.

“Be cause of the de cline in eq uity val ues, how ever, in -
vest ment re turns had fallen be low the ‘un wind ing of the
dis count’ ap plied to claims li a bil i ties by 82 mil lion pounds 
in the first half,” the group said in a state ment. “Eq uity
val ues have risen some what since Sept. 30, but whether
in vest ment re turn re mains be low the un wind ing of the
dis count for the en tire year will largely de pend on the
per for mance of eq uity markets in the second half.”

Also dur ing the first half—which runs from March 31
to Sept. 30—claims paid fell to 451 mil lion pounds from
798 mil lion pounds a year ear lier—a re duc tion in line
with ex pec ta tions. Re insur ers’ share of claims paid fell to
133 mil lion pounds from 248 mil lion pounds. “This de -
crease re flects, in part, the re al iza tion of re in sur ance as sets 
through com mu ta tions of out ward re in sur ance
contracts,” the group said.

Op er at ing costs fell to 46 mil lion pounds from 55 mil -
lion pounds. Ex changes losses rose to 32 mil lion pounds
from 1 mil lion pounds, as the value of the por tion of the
group’s sur plus held in U.S. dol lars fell against the pound.

In its an nual re port and ac counts for the year ended
March 31, 2002, Equitas re ported 7.76 bil lion pounds in
re serves for claims out stand ing. Ac cu mu lated sur plus fell
to 679 mil lion pounds from 700 mil lion pounds a year
earlier.

Equitas was set up as a run-off ve hi cle to han dle the
huge amount of as bes tos-re lated and other claims Lloyd’s 
faced for loss years prior to 1993. The fi nan cial strength
of Lloyd’s is rated A- (Ex cel lent) by A.M. Best Co. (Pub -
lished: BestWire - 12/04/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Benfield Looks to Next Level 
With Planned IPO

LONDON — Re in sur ance bro ker Benfield Group
Ltd. is look ing to the next steps in its de vel op ment as it
read ies an ini tial pub lic of fer ing on the Lon don Stock
Exchange.

Benfield, which moved its do mi cile to Ber muda from
Lon don in Oc to ber to give it the op tion of con sid er ing a
U.S. or a U.K. list ing, said it would go pub lic in the first
half of 2003. It cited a “rap idly mov ing reg u la tory en vi -
ron ment in the U.S.” as mak ing a list ing in New York
pro hib i tively ex pen sive. Brit ish press re ports said the com -
pany spe cif i cally was put off by tighter rules for fi nan cial
re port ing and ac count ing, as well as costs of di rec tors and 
of fi cers in sur ance, in the wake of re cent scandals
surrounding corporate governance.

The com pany said it would n’t rule out a New York
list ing at a later date.
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The planned IPO fol lows Benfield’s moves to pay down
more than $100 mil lion of bank debt on or ahead of sched ule 
in the cur rent year through the is su ance of $62 mil lion of
con vert ible pref er ence shares, aug mented by pos i tive cash
flow, the com pany said. Benfield said the cap i tal raised
through the IPO would give it greater fi nan cial flexibility.

No es ti mate was given for the value of the IPO.
Benfield ac quired U.S.-based re in sur ance in ter me di ary

E.W. Blanch Hold ings Inc. in May 2001 for $179 mil lion in a 
debt-fi nanced trans ac tion, cre at ing what it says is the world’s
larg est in de pend ent re in sur ance bro ker. (Pub lished: BestWire
- 12/03/2002).

By Brendan Noonan, se nior ed i tor:
Brendan.Noonan@ambest.com

Berkshire Hathaway Joins 
Global Aerospace Pool

LONDON — An af fil i ate of Berk shire Hathaway Inc.
(NYSE:BRKa) is among sev eral new part ners that will back
the world’s larg est avi a tion in surer, a pool man aged by Global 
Aero space Un der writ ing Managers Ltd.

Berk shire’s Na tional In dem nity will take a 25% stake in the 
pool in 2003, Global Aero space said. Two other par tic i -
pants—Converium Hold ing AG and Mu nich Re in sur ance
Co.—will each also take a 25% stake. The other pool mem bers 
in clude Royal & Sun Al li ance In sur ance Group plc, with a
9.25% stake; Tokio Ma rine & Fire Co. Ltd., with 9%; and
Mitsui Sumitomo In sur ance Co. Ltd., with 6.75%.

In ad di tion, Berk shire’s North ern States Agency Inc. will
take a 40% stake in the man ag ing agency, Global Aero space.
The re main ing stake holders in the agency are Converium,
with 25%; Mu nich Re, with 24.9%; and Royal & Sun Al li ance, 
with 10.1%.

Tony Medniuk, group chief ex ec u tive of Global Aero -
space, said the lineup of pool mem bers for 2003 dem on strates 
the pool’s in ter na tional reach. “When Global Aero space was
formed two years ago, our long-range busi ness plan in cluded
a re struc tur ing of our pool mem bers,” he said in a state ment.
“We have been able to achieve an ex cel lent com bi na tion of
first-class in sur ance and re in sur ance com pa nies from the
United King dom, Ger many, Swit zer land, the United States
and Ja pan. This re flects the in ter na tional na ture of our busi -
ness and an tic i pates in creas ing cap i tal needs by our clients in
the years ahead.”

The Global Aero space pool is the world’s big gest spe cialty
aero space in surer, with an nual pre mium in come of more than
$1 bil lion, Medniuk said.

Pool par tic i pants for 2002 that are drop ping out next year
are Chubb Corp. (NYSE:CB), CNA Fi nan cial Corp.
(NYSE:CNA) and Aviva plc. Royal & Sun is re duc ing its par -
tic i pa tion—in 2002, the Brit ish in surer had a 28.125% stake
in the pool and a 50% stake in the agency. “The re duced par -
tic i pa tion in the 2003 aero space in sur ance pool will de crease
risk ag gre ga tion for the group and re sult in an es ti mated 110
mil lion-pound (US$1 = 0.64 pounds) de crease in net pre -
mium in come in 2003, re leas ing cap i tal of ap prox i mately 45
mil lion pounds,” Royal & Sun said in a statement.

Converium said it views its par tic i pa tion in Global
Aero space as a strength en ing of its long-term stra te gic po -
si tion in avi a tion and aero space. “Converium views its in -
vest ment as an im por tant step in its long-term strat egy to
be one of the top global re in sur ance com pa nies and to ex -
pand in spe cialty lines,” the com pany said in a statement.

Global Aero space’s new pool lineup took shape as the
avi a tion mar ket con tin ues to strengthen af ter the with -
drawal of some gov ern ments from in sur ance back-up
schemes put in place af ter the Sept. 11, 2001, ter ror ist ca -
tas tro phe. While Sin ga pore, the United States and Can -
ada con tinue to of fer third-party war and ter ror ism risk
cov er age to air lines, the United King dom and the Eu ro -
pean Un ion have stepped back from the mar ket, say ing
they be lieve pri vate cov er age is adequate (BestWire, Nov.
1, 2002).

Na tional In dem nity, Tokio Ma rine & Fire and Mu -
nich Re Group are rated A++ (Su pe rior), and Mitsui
Sumitomo is rated A+ (Su pe rior) by A.M. Best Co.
Converium Group is rated A (Ex cel lent) and Royal & Sun 
Al li ance is rated A- (Ex cel lent) by A.M. Best. (Pub lished:
BestWire - 12/03/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Netherlands

ING Completes 
$1 Billion Debt Sale

AMSTERDAM, Neth er lands — Neth er lands-based
ING Group (NYSE:ING) said it raised $1 bil lion from re -
tail in ves tors in the United States and Asia through the
of fer ing of per pet ual debt se cu ri ties.

The funds raised will be used to strengthen ING’s sol -
vency, the com pany said. About $600 mil lion will be used 
to en hance the Tier 1 cap i tal of ING Bank NV, as well as
fi nanc ing the or ganic growth of bank ing ac tiv i ties. The
re main ing $400 mil lion will be used to im prove the sol -
vency po si tion of ING In sur ance and to reduce debt.

ING said the se cu ri ties, which com bine the char ac ter -
is tics of a bond and a share, will have a fixed in ter est rate
of 7.2%, pay able in quar terly in stall ments. The per pet ual
debt se cu ri ties will have a nom i nal value of $25 and will
be listed on the New York Stock Ex change, the company
said.

Last month, ING said it would cut 1,000 jobs in its
in ter na tional whole sale bank ing busi ness as part of an on -
go ing cost-cut ting ef fort, af ter an nounc ing that weak
bank ing re sults damp ened nine-month re sults (BestWire,
Nov. 21, 2002). Net profit fell 1.4% to $3.5 bil lion. Op -
er a tional net profit rose 0.7% to $3.3 bil lion, or $1.69 a
share. Op er a tional net profit from in sur ance op er a tions
rose 17.1% to $2.4 bil lion, while op er a tional net profit
from bank ing fell 28.5% to $836 million.

Since the Nov. 21 re lease of its nine-month re sults,
ING made two other moves to boost cap i tal. The com -

International Update  - A.M. Best Company  December 12, 2002                                                        Page 12



pany said it would be gin pay ing in ves tors div i dends in stock
in stead of cash. ING also sold 36 mil lion shares of stock held
in re serve for an em ployee stock op tion plan, gain ing 650 mil -
lion euro (US$1 = 0.99 euro) on the sale.

Amer i can De pos i tary Re ceipts of ING, each rep re sent ing
one share, were trad ing at $16.63 each on the af ter noon of
Dec. 9, down 5.24% from the pre vi ous close. (Pub lished:
BestWire - 12/09/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Switzerland

Rating Update: Swiss Re
OLDWICK, N.J. — A.M. Best Co. has af firmed the fi nan -

cial strength rat ings of A++ (Su pe rior) of Swiss Re in sur ance
Com pany (Swiss Re), Zu rich, and its core sub sid iar ies with a
neg a tive outlook. 

At the same time, ex ist ing debt ei ther is sued or guar an teed 
by Swiss Re has been down graded as fol lows: se nior debt from 
“aaa” to “aa+” and sub or di nated debt from “aa” to “aa-.”
The rat ings of the com pany’s short term debt ob li ga tions have 
been af firmed at AMB-1+. The se nior debt se cu ri ties as sumed
by Swiss Re Amer ica Hold ings (orig i nally is sued by Un der -
writ ers Re in sur ance Cor po ra tion) have been down graded
from “aa+” to “aa.” The out look for all rat ings has been
changed from stable to negative. 

Swiss Re’s rat ings re flect A.M. Best’s ex pec ta tion that the
com pany will re-es tab lish its su pe rior capitalisation by
year-end 2003, its strongly per form ing life busi ness, the im -
prov ing trend in its non-life un der writ ing and the com pany’s
lead ing pres ence in the re in sur ance mar ket. Off set ting fac tors
in clude weak ness in the re cent con sol i dated fi nan cial per for -
mance of the com pany’s non-life busi ness and the vul ner a bil -
ity of its equity portfolio to asset devaluation.

Su pe rior risk-based cap i tal iza tion — A.M. Best ex pects
Swiss Re to re-es tab lish its su pe rior capitalisation by year-end
2003 fol low ing some ero sion in 2001 and 2002 as a re sult of
weak un der writ ing per for mance and in vest ment losses. At
year-end 2002, A.M. Best ex pects con sol i dated share hold ers’
eq uity to be com pa ra ble to the half year level of CHF 18,268
mil lion (USD 12,274 mil lion). Sub stan tial fur ther de te ri o ra -
tion might trig ger a downgrade in Swiss Re’s rating.

Strong life and im prov ing non-life per for mance — The
growth and per for mance of Swiss Re’s life busi ness have con -
sis tently ex ceeded the com pany’s tar gets. In the first half of
2002, life op er at ing rev e nues in creased 25% (Swiss Re tar get
growth: 13%) fol low ing con sol i da tion of the Lin coln Na tional 
Cor po ra tion’s re in sur ance busi ness, and re turn on op er at ing
rev e nues was 11.5% (Swiss Re tar get re turn: 10%). In prop erty 
and ca su alty re in sur ance, A.M. Best be lieves that Swiss Re is
well-po si tioned to take ad van tage of im proved mar ket con di -
tions and ex pects this to lead to an av er age com bined ra tio of
less than 105% for the pe riod 2002 to 2004, down from 116% 
av er age for the five years to 2001. The cur rent rat ings are
pred i cated upon A.M. Best’s ex pec ta tion that a mod est profit

(af ter tax net in come) will be re corded for 2002. If con -
sol i dated re sults fall significantly short of this expectation,
the ratings may be downgraded.

Lead ing busi ness po si tion — Based on net earned pre -
mi ums in 2001 of CHF 25,219 mil lion (USD 15,076
mil lion), Swiss Re ranks as the sec ond-larg est global re in -
surer and is the world’s larg est life re in surer with net
earned pre mium in this sec tor of CHF 8,922 mil lion
(USD 5,334 mil lion). It of fers a broad range of tra di -
tional and non-tra di tional re in sur ance prod ucts and risk
man age ment ser vices in ad di tion to spe cial ised risk fi nanc -
ing al ter na tives for non-insurance clients.

Weak re cent per for mance — In 2001, Swiss Re re -
corded a net loss of CHF 165 mil lion (USD 99 mil lion)
and, al though there was a mod est re cov ery in the first six
months of 2002, the com pany re mains vul ner a ble to re -
duc tions in cur rent in vest ment in come and both net real -
ised and un real ised in vest ment losses. A.M. Best ex pects
eq ui ties to rep re sent less than 10% of to tal in vest ments at
year-end 2002, down from 18% at year-end 2001.

Ex pec ta tions:
— The cur rent rat ing level is de pend ent upon no fur -

ther sub stan tial ero sion in Swiss Re’s risk-based cap i tal as
as sessed us ing A.M. Best’s cap i tal model. 

— A mod est profit at year-end 2002 is an tic i pated,
fol lowed by stron ger per for mance in 2003 and 2004,
sub ject to loss ex pe ri ence.

For a com plete list of debt and fi nan cial strength rat -
ings, please visit www.ambest.com/press/swissre2.pdf.
(Pub lished: BestWire - 12/05/2002).

Zurich’s Centre Group to Exit 
Credit Enhancement Business

ZURICH, Swit zer land — Zu rich Fi nan cial Ser vices
Group said its sub sid iary group Cen tre would stop writ -
ing new credit en hance ment busi ness af ter a re view of ac -
tiv i ties de ter mined the busi ness is n’t core to Zu rich’s
future efforts.

Cen tre would con tinue to sup port its ex ist ing book of
credit en hance ment busi ness, the com pany said. “The de -
ci sion to exit the credit en hance ment busi ness, which was
noncore and no lon ger met our in ter nal hur dle rate, un -
der lines our com mit ment to fo cus on core mar kets and
core in sur ance-based prod ucts that pro vide sus tained
prof it abil ity,” said James J. Schiro, Zu rich’s chief ex ec u -
tive officer, in a statement.

Schiro added that the struc tured fi nite-risk in sur ance
and re in sur ance busi ness of Cen tre would con tinue to be
a core func tion of the Zu rich group. Cen tre would con -
tinue to of fer cus tom ized so lu tions in the prop erty/ca su -
alty and life/health ar eas to cli ents in North
Amer ica—in clud ing Ber muda, the United King dom and
con ti nen tal Europe, he said.

Cen tre, which had been re port ing to the par ent com -
pany as a sep a rate en tity, will now re port to the Zu rich
North Amer ica di vi sion. Joel Klaassen, pre vi ously a se nior
vice pres i dent of Cen tre and a mem ber of its ex ec u tive
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com mit tee, has been ap pointed pres i dent and CEO of Cen tre. 
He will re port to John Amore, CEO of Zurich North
America.

In an on go ing ef fort to fo cus on an in sur ance-based fi nan -
cial-ser vices mar ket, Zu rich Fi nan cial has sought to re struc ture 
some of its sub sid iar ies. One of those is Zu rich Cap i tal Mar -
kets Inc., which will fo cus on its core strengths, which are as -
set man age ment, cus tom ized struc tured prod ucts and cli ent
ser vic ing. As a re sult, it will stop of fer ing struc tured fi nance
prod ucts that it has of fered through its Syd ney, Aus tra lia of -
fice and to a lesser ex tent around the world (BestWire, Nov.
12, 2002). The re duc tion will take place over the next several
months.

Zu rich Fi nan cial said in Sep tem ber dur ing a con fer ence on 
its mid year re sults that it would sharpen its fo cus while iden ti -
fy ing noncore busi nesses. The com pany’s goals are to re store
prof it abil ity, strengthen its bal ance sheet and re store cred i bil -
ity in the marketplace.

Zu rich Fi nan cial posted a $2.03 bil lion net loss for the first 
six months of 2002 (BestWire, Sept. 5, 2002). A $5 bil lion
cap i tal pro gram is part of Zu rich’s ini tia tives to boost prof its,
in clud ing a rights of fer ing to share hold ers. Zu rich plans to re -

duce ex po sure to eq ui ties in its in vest ment port fo lio, be
more se lec tive in its use of cost-ef fec tive re in sur ance and
re vise its div i dend pol icy—all un der the name of
risk-based cap i tal sav ings, which it es ti mates will to tal
$2.5 bil lion to $2.7 bil lion. Cost-cut ting ini tia tives in -
clude shed ding about 4,500 jobs (BestWire, Oct. 11,
2002).

In Oc to ber, Zu rich Group’s share hold ers ap proved a
board pro posal to launch an in crease in or di nary share
cap i tal, which would rep re sent ag gre gate pro ceeds of 3.74 
bil lion Swiss francs ($1 = 1.47 francs), or about $2.5 bil -
lion (BestWire, Oct. 11, 2002).

Cen tre en com passes a num ber of sub sid iar ies, in clud -
ing Ber muda-based Cen tre So lu tions, Del a ware-based
Cen tre In sur ance Co., and Cen tre In sur ance In ter na -
tional and Cen tre Re in sur ance In ter na tional, both based
in Dub lin, Ire land. The A (Ex cel lent) fi nan cial strength
rat ings of the Cen tre sub sid iar ies and Zu rich Fi nan cial
Ser vices Group are un der re view by A.M. Best Co.
(Published: BestWire - 12/05/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

The Americas
Bermuda

Trenwick Secures Letter of Credit; 
London Specialty Unit Halts Underwriting

HAMILTON, Ber muda — Trenwick Group Ltd.
(NYSE:TWK) said it se cured com mit ments to re new $182
mil lion in let ters of credit sup port ing its Lloyd’s un der writ ing
operation.

The agree ment in prin ci ple, along with ad di tional cap i tal
from Trenwick and an agree ment with Berk shire Hathaway
Inc.’s (NYSE:BRKa) Na tional In dem nity Co., brings
Trenwick’s an tic i pated Lloyd’s un der writ ing ca pac ity for 2003 
to $500 mil lion. “Trenwick’s Lloyd’s ca pac ity in 2003 will al -
low it the flex i bil ity to de velop its busi ness next year and par -
tic i pate fur ther in mar ket con di tions which we be lieve will
con tinue to be very fa vor able,” said Mi chael Wat son, chair -
man and chief ex ec u tive of fi cer of Trenwick Managing Agents 
Ltd., in a statement.

Trenwick also said it hired Green hill & Co. LLC as its fi -
nan cial ad viser. Green hill will ad vise Trenwick in eval u at ing
and im ple ment ing a re struc tur ing of its out stand ing debt and
pre ferred eq uity, Trenwick said.

Ber muda-based Trenwick also said its spe cialty Lon don
mar ket in surer, Trenwick In ter na tional Ltd., has stopped un -
der writ ing new busi ness. While Trenwick will con tinue to ad -
min is ter and pay claims in con nec tion with the pol i cies
un der writ ten by Trenwick In ter na tional, the par ent com pany
will re cord a fourth-quar ter charge for the ex penses it ex pects
in con nec tion with the ter mi na tion of Trenwick In ter na -

tional’s un der writ ing busi ness. Trenwick of fered no
details as to the amount of that charge.

“These ac tions rep re sent sig nif i cant steps in the right
di rec tion for Trenwick,” said act ing Chair man and CEO
W. Marston Becker in a state ment. “The $182 mil lion let -
ters of credit and con tin ued sup port from Na tional In -
dem nity for Trenwick’s Lloyd’s un der writ ing op er a tion
al lows us to con tinue to sup port those por tions of our
busi ness which we be lieve will pro duce the best re sults for 
our pol i cy hold ers, creditors and shareholders.”

Trenwick’s ne go ti a tions with its let ter-of-credit pro -
vid ers took on some ur gency when, on Nov. 7, the com -
pany wid ened its third-quar ter net loss to $137.2 mil lion,
or $3.73 a share, com pared with a net loss of $96.1 mil -
lion, or $2.61 a share, for the third quar ter of 2001
(BestWire, Nov. 14, 2002). Trenwick said its third-quar -
ter loss pri mar ily re flected an in crease in loss reserves.

In late Oc to ber, Trenwick said it would stop un der -
writ ing its U.S. spe cialty pro gram in sur ance busi ness
through sev eral sub sid iary companies.

On Nov. 14, A.M. Best Co. down graded the fi nan cial
strength rat ings of sev eral of Trenwick’s op er at ing sub sid -
iar ies to B- (Fair) from B+ (Very Good), and one sub sid -
iary, Chart well In sur ance Co., was down graded to C++
(Mar ginal) from B (Fair).

Trenwick’s stock was trad ing at $1.65 a share on the
morn ing of Dec. 9, up 35.25% from the pre vi ous close.
(Pub lished: BestWire - 12/09/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com
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Ace Executives See Value 
In Terrorism Backstop

NEW YORK  — Con gres sio nal pas sage last month of a
fed eral back stop for ter ror ism in sur ance has brought a mea -
sure of cer tainty to the mar ket, ex ec u tives of Ber muda-based
Ace Ltd. said Dec. 4 dur ing a media luncheon.

“It’s good that we have leg is la tion, and it’s good that we
have clar i fi ca tion, but the amount of re ten tion by the in dus try 
is still very high,” said Brian Duperreault, chair man and chief
ex ec u tive of fi cer. “The good news is the rec og ni tion by the
coun try that this is too big for insurers alone.”

Duperreault said the law is so new that “there are no ex -
perts yet” and that in sur ers are busy “sort ing out the terms,”
but Ace has con cluded it is in in sur ers’ best in ter ests to write
more—rather than less—ter ror ism in sur ance in or der to
spread the risk. The vast ma jor ity of insureds will have a very
low ex po sure, he said.

If that kind of think ing has merit, then in sur ers would
prob a bly have in cen tive to keep pre mi ums low. Un der the
law, in sur ers must of fer the cov er age, and busi nesses have to
no tify in sur ers in writ ing if they don’t want to buy it.
Duperreault said he doubts there will be price-goug ing, but
he also pre dicted there won’t be low-pric ing “craziness,”
either.

The new law re quires in sur ers to bear an es ca lat ing scale of 
in sured losses from 7% in the first year to 15% in third year.
The fed eral gov ern ment in sures 90% of losses in ex cess of
those amounts. Evan Greenberg, vice chair man and chief ex -
ec u tive of fi cer for both Ace Over seas Gen eral and Ace Tem -
pest Re, said each in surer’s to tal loss ex po sure is based on
premiums written.

Dominic Frederico, pres i dent and chief op er at ing of fi cer,
said Ace has six cat e go ries of ter ror ism risk— rang ing from
high-rise ur ban, or so-called “tro phy,” prop er ties, to low-rise
ru ral prop er ties. Ace will not en gage in pric ing cat e gory-one
prop er ties out of the mar ket, but will buy small por tions of
such risks, “even if we like the risk,” Duperreault said.

Greenberg pre dicted the new law could help stim u late
stalled con struc tion pro jects. No one can an tic i pate the fre -
quency and se ver ity of at tacks, but the law helps in sur ers
know the risks and price for them, he said.

In re sponse to a ques tion, Duperreault said nei ther the
gov ern ment nor the in dus try is happy that the gov ern ment is
in the busi ness of in sur ing ter ror ism risk, but both par ties un -
der stood it was nec es sary. He said he is “not overly con -
cerned” about what is likely to hap pen four years from now.
“If there is no lon ger a ter ror ism risk, Con gress could sun set
the law,” he said. (Pub lished: BestWire - 12/06/2002).

By Ron Panko, se nior as so ci ate ed i tor, Best’s Re view: Ron -
ald.Panko@ambest.com

Annuity & Life Re Faces 
Shareholder Lawsuits

HARTFORD, Conn. — At least four law firms have filed
law suits seek ing class-ac tion sta tus on be half of stock hold ers
of An nu ity & Life Re Hold ings Ltd. (NYSE:ANR), the strug -

gling Ber muda-based life re in surer that has been plagued
through out 2002 by ac count ing problems.

New York law firm Milberg Weiss Bershad Hynes &
Lerach—noted for its high-pro file le gal ac tions against
cor po ra tions on be half of share hold ers—and three other
law firms filed suit in U.S. Dis trict Court for the Dis trict
of Con nect i cut in Hart ford, where two of the com pany’s
sub sid iar ies are based. The plain tiffs al lege that An nu ity & 
Life Re and sev eral of its of fi cers vi o lated U.S. Se cu ri ties
and Ex change Com mis sion rules by “is su ing a se ries of
ma te rial mis rep re sen ta tions to the mar ket” be tween Feb.
12, 2001, and Nov. 19, 2002. The law suits claim that,
dur ing that pe riod, the com pany is sued fi nan cial state -
ments show ing in creas ing revenues, while failing to
disclose several problems:

— The com pany al leg edly failed to prop erly ac count
for em bed ded de riv a tives con tained in cer tain of its an nu -
ity re in sur ance con tracts in 2001;

— Since at least 2001, the com pany un der stated a
por tion of its li a bil i ties and ex penses;

— The com pany lacked ad e quate in ter nal con trols and 
was there fore un able to as cer tain its true fi nan cial con di -
tion; and

— As a re sult of the above, the val ues of the com -
pany’s bal ance sheet and fi nan cial re sults were ma te ri ally
over stated at all rel e vant times.

Ef forts to reach spokespeople for An nu ity & Life Re
were un suc cess ful.

An nu ity & Life Re re cently posted a third-quar ter net
loss of $19.2 mil lion, or 74 cents a share, com pared with
a net loss of $42.7 mil lion, or $1.66 a share, a year ear lier. 
Last year’s re sults, as well as those for the first two quar -
ters of this year, had to be re stated to im ple ment FAS
133—a stan dard for ac count ing for de riv a tive in stru ments 
and hedg ing ac tiv i ties (BestWire, Nov. 27, 2002).

The com pany said it is still in dis cus sions with the SEC 
re gard ing its im ple men ta tion of FAS 133. “De pend ing
upon the out come of these dis cus sions, it is pos si ble that
fur ther re state ments may be nec es sary,” the com pany
said. The same prob lems with its FAS 133 ac count ing
forced An nu ity & Life Re to post pone the re lease of sec -
ond-quar ter re sults (BestWire, July 30, 2002).

A neg a tive net change in the fair value of em bed ded
de riv a tives to tal ing $13.3 mil lion was among the items
that dragged down third-quar ter re sults. An nu ity & Life
Re also had to strengthen its vari able an nu ity min i mum
guar an tee re serve by $7.8 mil lion and make vari able an -
nu ity min i mum guar an tee pay ments in ex cess of pre mi -
ums to tal ing $3.1 mil lion. An un re al ized loss on
in ter est-rate swaps of $2 million also was recorded.

The life seg ment had a loss of $10.2 mil lion, or 39
cents a share, com pared with a loss of $20.4 mil lion, or
80 cents a share, a year ear lier. The seg ment re corded a
$6.2 mil lion loss re lated to a con tract with Lin coln Na -
tional, which was re cap tured dur ing the quar ter af ter An -
nu ity & Life Re agreed to set tle an ar bi tra tion dis pute
with Lin coln Na tional. Ad verse mor tal ity also was worse
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than the same quar ter a year ear lier, the com pany said. Life
pre mium rose 29% to $82.3 million for the quarter.

The an nu ity seg ment nar rowed its loss to $18.3 mil lion, or 
71 cents a share, from $25.4 mil lion, or 99 cents a share. The
seg ment was hit with $19.2 mil lion in write-downs as so ci ated
with a Transamerica Re an nu ity re in sur ance con tract—the
fourth write-down on the con tract since the third quarter of
2001.

On top of its fi nan cial prob lems, An nu ity & Life Re is in
the midst of a man age ment tran si tion ef fort, as it seeks a suc -
ces sor to Law rence Doyle, who re tired as pres i dent, chief ex -
ec u tive of fi cer and a di rec tor of the com pany (BestWire, Sept.
12, 2002). Doyle, Chair man Fred er ick S. Ham mer and Chief
Fi nan cial Of fi cer John F. Burke are named in di vid u ally in the
lawsuits, along with the company.

The com pany reached an agree ment with Citibank to ex -
tend a $49 mil lion un se cured let ter of credit fa cil ity into 2003 
(BestWire, Oct. 16, 2002).

The B++ (Very Good) fi nan cial strength rat ings of An nu ity 
& Life Re’s two sub sid iar ies, An nu ity & Life Re as sur ance Ltd. 
and An nu ity & Life Re as sur ance Amer ica Inc., are un der re -
view by A.M. Best Co. On the morn ing of Dec. 5, An nu ity & 
Life Re’s stock was trad ing at $2.07 a share, up 5.61% from
the pre vi ous close. The stock was at a 52-week high of $26.09 
in early Jan u ary. (Pub lished: BestWire - 12/05/2002).

By Da vid Pilla, se nior as so ci ate ed i tor, BestWeek: Da -
vid.Pilla@ambest.com

Canada

A.M. Best Withdraws Ratings 
Of CGU Insurance and Affiliated Companies

OLDWICK, N.J.  — A.M. Best Co. has with drawn the fi -
nan cial strength rat ing of A (Ex cel lent) and as signed an NR-4
(Com pany Re quest) rat ing to CGU In sur ance Com pany of
Can ada (Scarborough, On tario) and af fil i ated companies. 

This rat ing ac tion is in re sponse to the re quest from
CGU’s man age ment to with draw from the in ter ac tive rat ing
process.

Ad di tion ally, A.M. Best has with drawn the fi nan cial
strength rat ings of A (Ex cel lent) of Elite In sur ance Com pany,
Pi lot In sur ance Com pany and Vic to ria Re in sur ance Co. Ltd.
and the fi nan cial strength rat ings of A- (Ex cel lent) of Scot tish
& York In sur ance Com pany, Lim ited and Trad ers Gen eral In -
sur ance Com pany. All of these com pa nies have been as signed
NR-4 (Com pany Re quest) rat ings and are lo cated in On tario,
with the ex cep tion of Vic to ria Re in sur ance, which is lo cated in 
Barbados. (Published: BestWire - 12/10/2002).

Manulife Makes $4.1 Billion Offer 
To Acquire Canada Life

TORONTO — To ronto-based Manulife Fi nan cial Corp.
(NYSE, TSE:MFC) said it has made an of fer to ac quire Can -
ada Life Fi nan cial Corp. for $4.1 bil lion, or C$6.4 bil lion, to
cre ate Can ada’s larg est in sur ance com pany by mar ket cap i tal -

iza tion. But Can ada Life said the of fer does n’t re flect the
company’s value.

Un der Manulife’s terms, Can ada Life (NYSE: CLU,
TSE:CL) com mon share hold ers would re ceive ei ther
C$40 ($1 = C$1.56) in cash or 1.055 Manulife com mon
shares for each Can ada Life com mon share. Pay ments
would be pro-rated if ac cep tan ces ex ceeded 40% in cash
or 60% in Manulife com mon shares.

The of fer rep re sents a pre mium of 30% over the
weighted av er age trad ing price of Can ada Life’s shares on
the To ronto Stock Ex change in the past 20 trad ing days,
Manulife said dur ing a con fer ence call.

On the af ter noon of Dec. 9, Can ada Life’s stock was
up 29.22% to $26 a share in New York, and Manulife’s
stock was down 5.92% to $22.80 a share.

If Can ada Life ac cepted the trans ac tion, it would be
the larg est in Ca na dian his tory, Dominic D’Alessandro,
Manulife’s pres i dent and chief ex ec u tive of fi cer, said dur -
ing the call. The com pany’s goal is to cre ate a Ca na -
dian-based global leader in the fi nan cial-ser vices in dus try.
The com bined com pany would be the fourth-larg est fi -
nan cial-ser vices com pany in Can ada and the fourth-larg est 
life in surer in North Amer ica. It would rank 10th in the
world among public life insurers.

Manulife and Can ada Life had com bined pre mi ums
and de pos its of C$40.8 bil lion and as sets of C$191.9 bil -
lion for the 12 months ended Sept. 30. D’Alessandro de -
scribed the trans ac tion as a “win-win” sit u a tion.

But Can ada Life’s chair man and CEO, Da vid A.
Nield, said the un so lic ited pro posal did n’t re flect the
value of the com pany. “We and our pro fes sional ad vis ers
are re view ing our stra te gic op tions,” he said in a
statement.

Can ada Life said it would n’t dis cuss fur ther de tails
about the pro posal un til its board meets. The board has
formed a spe cial com mit tee to re view the of fer and any al -
ter na tives, and it has re tained fi nan cial ad vis ers BMO
Nesbitt Burns Inc. and Credit Suisse First Boston.

Dur ing the call, D’Alessandro noted that the book
value pre mium of 1.77 times is higher than the av er age
1.6 times of re cent trans ac tions that were made dur ing
stron ger mar kets. When asked why the com pany took a
“hos tile” ap proach, he said the com pany thought it
would be in ap pro pri ate to make an of fer with out talk ing
about it pub licly. “These things have a way of get ting
leaked,” he said.

He added that he thought once Can ada Life tested
the mar ket, the com pany would be sat is fied that
Manulife’s of fer was fair.

Manulife plans to make its of fer as a “per mit ted bid”
un der Can ada Life’s share holder rights plan, which means 
the of fer would be open for ac cep tance for at least 60
days af ter Manulife mails its for mal take-over bid to share -
hold ers. The of fer is also sub ject to reg u la tory ap prov als.
Manulife said it ex pected the trans ac tion to close in the
sec ond quarter of 2003.
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Can ada’s Com pe ti tion Bu reau, as part of its stan dard pro -
ce dure, would re view the pro posal to de ter mine whether the
trans ac tion vi o lates com pe ti tion laws, said Tim Weil, se nior
com mu ni ca tions ad viser for the bu reau. The du ra tion of the
re view de pends on the com plex ity of the trans ac tion. Com -
plex merg ers take about 10 weeks to re view, while very com -
plex merg ers take about five months, he said. It was too soon
to de ter mine into which cat e gory this transaction would fall,
he said.

In a sep a rate an nounce ment, Can ada Life re leased fi nan cial 
guid ance for 2003 and said it would be adopt ing the
fair-value method of expensing stock op tions next year. The
com pany ex pects net in come for 2003 in the range of C$3.45 

to C$3.55 a share, an in crease of 15% to 18% over the ex -
pected 2002 figure.

In par tic u lar, Can ada Life said it ex pects sig nif i cant
growth of earn ings in its Eu ro pean di vi sions af ter the ac -
qui si tions it made in 2002.

In July, the com pany’s U.K. di vi sion bought Royal &
Sun Al li ance In sur ance Group plc’s group life and
long-term dis abil ity busi ness for 60 mil lion pounds in
cash ($1= 0.6 pounds) (BestWire, July 29, 2002).

Can ada Life’s sub sid iar ies are rated A+ (Su pe rior) and
Manulife’s sub sid iar ies are rated A++ (Su pe rior) by A.M.
Best Co. (Pub lished: BestWire - 12/09/2002).

By Ma rie Suszynski, as so ci ate ed i tor, BestWeek: Ma -
rie.Suszynski@ambest.com
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