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KEY FIGURES Hannover Re Group

Figures in DM million 1996 1995± previous
year

Gross premiums written 6 400.7 6.7 % 5 999.4 

Net premiums earned  5 025.4 0.8 % 4 986.5 

Technical result -141.7 594.6 % -20.4

Allocation to the contingency fund and similar provisions 191.4 -25.6 % 257.1

Net technical result  -333.1 -20.0 % -277.5

Investment result 876.2 35.2 % 648.0

Technical interest income 55.1 83.7 % 30.0 

Other charges and income -90.5 -77.5 % -51.0

Special allocation to the IBNR reserve -171.4 -1.2 % -173.4

Non-technical result 559.2 42.1 % 393.6 

Profit or loss on ordinary activities before tax 226.2 94.8 % 116.1 

Profit or loss for the financial year 108.2 59.6 % 67.8

Investments  15 546.7 19.8 % 12 975.4 

Capital and reserves incl. Surplus debenture (Genußrechtskapital) 892.6 16.0 % 769.8

Contingency fund and similar provisions 1 348.0 16.5 % 1 156.6 

Net technical provisions 12 680.7 13.9 % 11 134.6

Retention 78.9 % 84.6 %

Loss ratio 70.3 % 72.9 %

Expense ratio 26.9 % 24.1 %
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at a glanceKEY FACTS

1996 – another record year

Our Group accounts for the 1996 financial year
are distinguished by another record result fol-
lowing the peak performance recorded in the
previous year. The profit for the year increased
by almost 60 % to DM 108 million. Gross pre-
mium income climbed by 6.7 % to around 
DM 6.4 billion.

In terms of classes of business, growth was de-
rived principally from the strategically prior-
itized life and health reinsurance segment,
which showed a gain of 55 %. From the regional
perspective, our main growth areas were North

America (+27 %), Australia (+64 %) and the
ASEAN countries (+38 %). Improved exchange
rates also played a role in the increased result.

The rise in the technical deficit for own account
in the 1996 financial year (DM 333 million as
against DM 278 million in the previous year)
was primarily attributable to substantial in-
vestments in business sectors to which we
attach strategic priority, such as life/health
reinsurance and financial reinsurance.

With gross premiums of DM 6.4 billion, the
Hannover Re Group is the fifth-largest profes-
sional reinsurer in the world. We operate in all
classes of indemnity and life/health reinsurance
and maintain business relations with around
2,000 insurance companies in more than 100
countries. Our world-wide network consists of
36 branch offices and subsidiaries in 13 coun-

tries. German business is transacted exclusively
by our subsidiary E+S Rück. 

The US rating agencies Standard and Poor’s
and A.M. Best have awarded us ratings of AA+
(„Excellent“) and A+ („Superior“) respectively.
In both cases, these are the agencies’ second-
highest ratings. 

Our strategy clearly puts profitability before
premium growth. Our internal yardstick is an
operating result on a five-year average of at
least 750 base points in excess of the corres-
ponding yield on 10-year Federal Government
bonds. We generously surpassed this objective
both in the year under review and with regard
to the average value of the last five years. 

For external purposes, the return on equity of
47 % before tax and 23 % after tax is also well
in excess of the German insurance industry
average. 

In order to continue to safeguard our profit ob-
jectives in the future, we have used scientific
methods to determine the sharply diverging
capital requirements of the altogether 36 indi-
vidual risk segments. Consequently, all staff
with operational responsibility know the pre-
cise capital costs which – in addition to the
expected loss costs and expenses – have to be
generated as a minimum rate of return per seg-
ment. It is not permitted to deviate below
these minimum rates of return.

1992
1993

1994
1995

1996

14.9 %

12.4 %

23.1 %

17.3 %
18.8 %

10.9 %

47.4 %

22.7 %

1.4 % 1.2 %

Pre-tax profit After-tax profit
for the year

Return on equity
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Substantial increases in dividend
yield and market capitalization

Hannover Re posted an after-tax profit in ex-
cess of DM 75.7 million in the 1996 financial
year, a figure which corresponds to growth of
more than 9 % compared to the previous year.
In accordance with the dividend policy intro-
duced last year, it is our principle to distribute
the entire after-tax profit as a dividend. That
portion of the profit which would have been
retained under a traditional dividend policy is 
clawed back from shareholders by means of 
a subsequent capital increase. This procedure
puts the decision on the appropriation of profit
in the shareholders’ hands, while also offering
tax advantages. Furthermore, this policy is 
reflected in the fact that our share shows one
of the highest dividend yields of all listed
German companies (in the year under review
around 5 %: gross dividend of DM 3.52, with a
year-end price of DM 70.50). 

Due to favourable developments on the inter-
national capital markets, we achieved an excel-
lent investment result in 1996. The volume of
investments rose by 20 % to DM 15.6 billion,
enabling us to post an investment result of 
DM 876 million. This figure constitutes a year-
on-year gain of 35 %.

By means of our new Shareholder Value and 
Investor Relations policies, which we launched
at the beginning of 1996, we succeeded within 
a few months in boosting the market capit-
alization substantially from its low in April
1996. As a result of our systematic communi-
cation with investors, analysts and the media
both at home and abroad, the price of the Han-
nover Re share rose by more than 18 % in the
year under review.

Varying market developments

In the 1996 financial year, we expanded or at
least consolidated our most important posi-
tions in the various markets in accordance with
our strategic objectives. 

In Germany, by far our largest European mar-
ket, our premium income of around DM 2.5 bil-
lion posted a slight decline. However, due to
the special business structure with a consider-
able proportion derived from our shareholders,
we succeeded in escaping the negative trend in
results. 

In the other European markets, we stood firm
against significantly increased competition for
market shares and generated satisfactory and
in some instances very favourable results. This
development was fostered by our excellent in-
ternational rating and the heavy level of con-
centration in the industry. We have positioned
ourselves as an alternative to the reduced
number of large reinsurance groups. 

In North America, which is by far our most im-
portant foreign market, we strengthened our

1992
1993

1994
1995

1996

Investments including 
deposits in DM billion

Investment result excluding deduction 
of technical interest in DM million

Investments and investment result
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Prospects for 1997

In view of the softening in the market cycle, we
anticipate a growth in gross premium income

of approximately 3 % in the current
year. The very favourable loss experi-
ence in the first half of the year and
the non-recurrence of the invest-
ment burden incurred in the 1996
financial year will generate a sub-
stantially improved technical result. 

Following an extraordinarily good
year in 1996, we expect investment
income to normalize in the current
year. 

Overall, we are optimistic that we
can generate another sizeable in-
crease in our profit for 1997. We
plan to continue to distribute the
entire profit for the financial year,
and should therefore be able to

position despite the marked trend towards con-
centration in the insurance and reinsurance

industries. Our overall results were
satisfactory, in part due to the low
burden of natural catastrophe losses. 

Japan is clearly the most advanced
market in Asia, and it is also our most
significant market in terms of pre-
mium volume and profitability. We
further expanded our market share
in 1996. Despite increased competi-
tion, the result was again highly sat-
isfactory. The markets of South East
Asia and China again showed good
overall growth last year, although
their profitability varied consider-
ably.

In Australia and New Zealand, we continued to
increase our market penetration and secured a
good position. Despite a number of regional
losses, the African markets also made another
favourable contribution to results. 

achieve our objective of increasing the gross
dividend by 10 % annually and hence attaining
a gross distribution of DM 100 million by the
year 2000. 

We regard the continued steady increase of our
market capitalization as a further priority task
for the 1997 financial year. It is gratifying to
note that in the first half of the current year
the share price rose by more than 70 %. On the
basis of the sound fundamental data which un-
derlie it, we are convinced that our share offers
considerable additional potential for improve-
ment.

We attach special emphasis to life and health
reinsurance under our strategy. In the light of
the stable profit expectations in this business
segment, we have set ourselves ambitious ob-
jectives here for the medium and long term. In
the year under review, we made good progress
towards reaching these goals.

Our premium income increased by 55 % to
more than DM 1.1 billion. A large technical
deficit was caused by the substantial volume of
pre-financing agreements – a type of treaty in
which we have specialized. These investments
will accrue to our account as earnings in future
years. As a consequence, the value of our
portfolio increased to such a great extent that
– taking into consideration all elements of the
result – we can regard the result of life and
health reinsurance as very good.

Market capitalization in DM billion

4.0

3.5

3.0

2.5

2.0

1.5

1.0

0.5

0

31.12.1994

31.12.1995

31.12.1996

30.6. 1
997

Nov. 
1994

Consolidated gross premium in
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At the beginning of the year under review, the
price of our share initially continued its unsatis-
factory performance of the previous year. We
used this untenable situation for our sharehol-
ders as an opportunity to fundamentally rede-
fine our Investor Relations policy and resolved
to take far-reaching measures. 

As a first step, we set up an Investor Relations
Committee. Headed by the Chairman of the
Executive Board, this Committee also compri-
ses two further Members of the Executive
Board and representatives of all the relevant
areas of our company. Assisted by a renowned
Investor Relations agency, we quickly arrived at
a crucial insight: it is not sufficient for a quoted
company to be better than its competitors – it
is also important to communicate this fact
aggressively.

We therefore decided to go onto the offensive
with an information campaign. The intention
was to ensure that the price of our share
should finally reflect its intrinsic value. In order
to achieve this objective, we actively strove for
a dialogue with institutional investors and ana-

200-day average

Current price

60.- DM

75.- DM

45.- DM

30.- DM

90.- DM

105.- DM

120.- DM

135.- DM

Steadily rising since the trend reversal

2.1.96

1.2.96

1.3.96

1.4.96

2.5.96

3.6.96

1.7.96

1.8.96

2.9.96

1.10.96

1.11.96

2.12.96

2.1.97

3.2.97

1.4.97

2.5.97

2.6.97

30.6.97

3.3.97

Trend channel

lysts, and we set up our new InfoBrief as a com-
munication platform. Published at irregular
intervals, this newsletter contains background
information on developments in our in-
dustry and exceptional loss events as well
as the latest news on Hannover Re.

In addition, we established ourselves as a
trend-setter as far as transparency is con-
cerned. Thus, for example, in our 1995
annual accounts we were the first Ger-
man reinsurer to disclose the hidden re-
serves in its securities portfolio, although
such a disclosure will not be obligatory
until 1998.

Finally, we decided to adopt a new divi-
dend policy: we distribute the total profit
for the financial year and claw back by
way of a subsequent capital increase that
portion which would have been retained
from the outset in accordance with tradi-
tional practice. This procedure puts the
decision on the distribution of profits in the
hands of the shareholders, and is also more
advantageous from a tax standpoint. Further-

40,000 registered shares at DM 1,600.–

16,275,904 bearer shares at DM 5.–

81 379 520 DM

64 000 000 DM

The capital subscribed is
DM 145,379,520.–.
It is distributed over the different
classes of shares as follows:

THE HANNOVER RE SHARE
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In 1996 we outperformed almost every index

5.1.96

19.1.96

2.2.96

16.2.96

1.3.96

15.3.96

29.3.96

12.4.96

26.4.96

10.5.96

24.5.96

7.6.96

21.6.96

5.7.96

19.7.96

2.8.96

16.8.96

30.8.96

13.9.96

27.9.96

25.10.96

8.11.96

22.11.96

6.12.96

20.12.96
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CDax Hannover Re share

more, this policy has the effect of ensuring that
our share shows one of the highest dividend
yields on the entire German stock exchange
list. In this way, the price is better protected
against downward movement and volatility is
reduced.

This set of measures soon began to bear fruit.
Our new shareholder value policy received
favourable reviews in the financial press, both
at home and abroad, and was rewarded on the

floor of the stock exchange: Since 12 April,
when the share price reached its all-time low of
DM 47.50, it has experienced an uninterrupted
upward trend.

The trend reversal was so impressive that,
despite the negative development in the first
quarter, we were able to outperform almost all
the market indices thanks to the favourable
performance over the remaining three quar-
ters. Only the Dax performed even better.

With a price increase of more than 18 % in the
year under review, we succeeded in raising the
company’s market capitalization by over DM 360
million to a figure in excess of DM 2.05 billion.
Despite such a gratifying development, this
valuation could still by no means be regarded
as adequate. Only in the course of the current
year has a satisfactory level been attained.

130
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By 30 June of the current year, we had succee-
ded in increasing the share price and hence the
value of the company by more than 70 % to
over DM 3.5 billion. In spite of this boom in the
share price, we remain convinced that our
share retains considerable potential for further
gains. Since our company is a young one, we
have virtually no past losses deriving from US
asbestos and environmental claims – the heav-
iest burden for many of our competitors. We
are superbly positioned in the world-wide mar-
kets and have clear strategic objectives. 

Amounting to 47.4 % before and 22.7 % after
tax in the year under review, the return on
equity* is well in excess of the average for our
industry. This is also true of the average figure
for the past 5 years (21.1 % before and 12.9 %
after tax). Compared to the industry average,
the price-earnings ratio of 20.3 % has a
considerable amount of catching up to do. The
DVFA/GDV result per share should continue
its upward trend.

This appraisal of our share’s future price poten-
tial is confirmed by financial analysts at
renowned German banks and international in-
vestment companies. Our clearly appreciable

Dax MDax CDax Hannover Re share

pro-shareholder attitude and the Executive
Board’s active advocacy of shareholder value
have received special praise.

Our staff also share this favourite assessment
of the further development of our company’s
value: in April of this year roughly 60 % of the
staff at head office took up the offer to purchase
employee shares, even though these shares are
prohibited from sale for a number of
years.

We were very pleased to note that
our share was included in the MDax
with effect from 21 March 1997. This
means that for outward purposes as
well the company belongs to the
group of leading German public limi-
ted companies; since that date it has
also been traded in the computer-
supported IBIS system.

In 1997 we have so far outperformed every index

2.1.1997 = 100 %
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*Return on equity: result of ordinary business activities before
tax or the profit for the financial year after tax in relation to
the capital and reserves at the beginning of the financial year

1996 1995

DVFA result
pre share 6.06 5.50

Dividend per share
at nominal value
of DM 5.00 3.15 3.00

Corporate tax
credit 0.37 0.09

Gross
dividend 3.52 3.09
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Economic climate 

There were no substantial changes in the
world-wide economic climate for insurers and
reinsurers compared to the previous year. The
movement in exchange rates was, however,
striking. Following the German mark’s gain
against the major currencies in each of the pre-
ceding years, it lost considerable ground in the
year under review. This generated increases in
premium, investments and investment income
for our company. Interest levels remained very
low, and hence failed to give any impetus to
current income from investments. Particularly
towards the end of the year, stock markets 
soared to reach some notable highs, as a result
of which we recorded substantial capital appre-
ciation in this sector. 

The global economy recorded merely modest
growth, and only the USA and the United King-
dom lived up to the positive expectations. Al-
though the developing markets of East and
South East Asia continued to show high growth
rates, the dynamic expansionary force of the
previous years slackened in some areas. In west-
ern Europe, the efforts of governments to fulfil
the Maastricht criteria for joining the European
Monetary Union were readily apparent. The re-
sulting drop in public expenditure hampered
growth and restricted disposable earnings. The
necessary savings made by private households
also impacted upon the insurance industry. Man-
ufacturers with a high degree of international
flexibility continued to choose locations which
offered the most favourable general conditions.
Insurers and reinsurers must react to this chal-
lenge by expanding their range of products
and adopting an even more international
structure than has been the case to date. In
consequence, the year under review again
witnessed processes of concentration in the in-
surance and reinsurance markets.

The reinsurance sector experienced take-overs
with far-reaching implications. In this connec-
tion, the largest competitors, in particular,
sought to expand and consolidate their market
positions. It remains to be seen whether the –
in some cases extremely high – purchase prices
were justified.

A further important factor for both the insuran-
ce and reinsurance industries was the reorga-
nization of the Lloyd’s of London insurance
market. Serious doubts had arisen in the prece-
ding years as to whether this market would
ever be able to reclaim a significant position in
the industry, but the restructuring process now
appears to have been a success. Aided by an
aggressive market approach in some areas,
Lloyd’s also launched a challenge to its existing
competitors in order to reclaim previously for-
feited market shares. For reinsurers, however,
there was also new scope for cooperation,
which we systematically and successfully ex-
ploited. 

In terms of significant world-wide natural cata-
strophes, 1996 was an exceptional year. Com-
pared to the record figures of the previous year,
the economic losses caused by such events de-
clined sharply. This development was largely un-
expected for the insurance industry, since both
the insured – and even more appreciably – the
reinsured losses from natural catastrophes
decreased. However, although this may appear
favourable at first glance, it should be put into
perspective. The low burden of losses underly-
ing the continuing good results in this business
segment is, if anything, fortuitous. This fact
tends to distort the general perception of the
actual exposure and in some cases leads to
rate cuts in the competitive environment which
no longer reflect the true risk situation. 

As anticipated, the competitive pressure, which
had already increased appreciably in 1995 as a
result of the previous years’ good results, inten-
sified still further: this may be attributed, on
the one hand, to the volume-oriented ap-
proach of some market players, and, on the
other, to the entry of new providers into the
market. A trend reversal can only be anticipa-
ted when the loss experience shows a substan-
tial deterioration.

In order to protect very large risks which have
to date been inadequately (re)insured – especi-
ally in the area of natural catastrophe perils –,
the utilization of the capital markets’ enormous

Little change in the general
economic climate

Positive impact of 
movements in 

exchange rates

Favourable loss experience

Low burden of losses 
from natural catastrophes

Increased competition

Pioneer in the area of 
alternative risk transfer

REPORT of the Hannover Re Group
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financial resources is a subject under discussion
throughout the world. Our company is active as
a pioneer in this field, and it is one of the very
few which can point to concrete practical expe-
rience. In the year under review, for example,

A further sizeable allocation of DM 191.4 mil-
lion was made to the contingency fund, which
is only constituted for the property and casualty
insurance classes. This provision now totals DM
1.35 billion, a figure which is more than twice
the company’s reported capital and reserves
(excl. Surplus debenture). Parallel to this, the
amount of DM 171.4 million was allocated to
the IBNR reserve from the non-technical account.

The increased invested assets – associated with
improved exchange rates for key currencies
against the German mark and high share prices
as at the balance sheet date – enabled us to
post an outstanding non-technical result. The
portfolio of investments grew by 19.8 % to DM
15.5 billion, while the investment result increased
by 35.2 %.

Overall, we were therefore able to improve the
profit for the financial year by 59.6 % to DM
108.2 million. 

Business development

The gross premium income of the Hannover Re
Group increased by 6.7 % to DM 6,401 million
in the year under review; in this context, however,
it should be noted that 4 percentage points
were attributable to fluctuations in exchange
rates. The adjusted growth rate to allow for this
factor was therefore 2.7 %. In accordance with
our strategic orientation, this growth derived
principally from life and health reinsurance world-
wide and, on a regional basis, from business in
North America, Asia and Australia.

The result for the technical account showed a
substantial deterioration. However, the signifi-
cance of this development must be put into
perspective. In the life and health reinsurance
sector we have specialized in transactions con-
taining sizeable prefinancing components. In
accordance with German statutory accounting
requirements, such expenses may not be amor-
tized over the term of the underlying policies;
rather, the full amount is expensed in the profit
and loss account in the year in which it is incur-
red. To this extent, the systematic and entirely
successful expansion of the life and health
reinsurance business sector has led to a new
business strain of almost DM 144 million. This
debit item is clearly of an investment nature.
Similar investment effects also arose out of
transactions attributable to financial reinsur-
ance. In the final analysis, therefore, we regard
the technical result as satisfactory.

we conducted our second transaction with
North American institutional investors. This re-
presents for us an equity substitute of USD 100
million.

Another record profit

Moderate real growth 
enhanced by exchange-rate
movements

Excellent investment result 
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Our markets

The following sections describe the develop-
ments in the year under review in our principal
countries of activity on the basis of our regional
portfolio structure; the emphasis is on indem-
nity classes of reinsurance. The corresponding

business shares accounted for by life and
health reinsurance are summarized separately
at the end due to the special features of this
segment.

Europe

In Germany, our largest market by a substantial
margin, insurance premiums in the indemnity
classes declined by around 1.5 %. Motor insu-
rance spearheaded this negative trend, posting
a drop of 4.5 %. Despite a decreased loss fre-
quency in the major classes of business, the
profit situation deteriorated slightly compared
to the previous year.

Our Group achieved gross premium income of
DM 2,434 million in the German market, a fi-

gure which constitutes a decrease of
3.9 %. A unique feature of our Ger-
man business is that the bulk of it is
derived from shareholder companies.
For this reason, we were able to im-
prove our technical result against the
general trend. 

Accounting for almost 50 % of our domestic
portfolio, motor insurance is by far the most im-
portant class of business. The considerable
competition over both prices and coverage
conditions gives grounds for concern here, and
is reflective of a markedly predatory competitive
environment. With increased loss expenditure,
especially due to non-proportional reinsurance,
we achieved a result which, while still satisfact-
ory, was not on a par with the favourable result
of the previous year.

The slight premium decline in liability insuran-
ce, by contrast, is at odds with the development
in the insurance markets. The already existing
tendency on the part of cedants to increase re-
tentions and give greater preference to non-
proportional reinsurance was confirmed. This

Europe

1996 1995

Premiums (gross)
in DM million 3 568.6 3 653.6

Share of total
business as % 55.7 60.9

Slight premium decline 
in Gremany and an 

adequate result

Fierce competition in 
motor insurance

German business 
favourable

4.9 %
6.3 %

4.3 %

38.0 %

2.9 %

25.9 %

17.7 %

Asia

Australia

North America

Latin America

Africa

Gross premiums written by region in 1996

Rest of Europe

Germany

17.3 %

19.6 %

8.2 %

21.9 %
17.0 %

16.0 %

Life and health

Property

Motor

Aviation/Marine

Liability 

Gross premiums written by class of business in 1996

Other
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trend was, however, also associated with a re-
duction in the technical deficit. Overall, negat-
ive technical results in the liability sector should
be seen in perspective: since losses tend to be
run off over a considerably longer period of
time than in other classes, the investment income
apportionable to this segment is disproportio-
nately high in operating terms.

Property insurance classes offered an uniformly
bright picture. Premium income in industrial fire
and fire business interruption insurance declined
in the insurance sector by approximately 4.5 %
on a market-wide basis. We succeeded in escap-
ing this general trend and achieved a roughly
unchanged gross premium volume. Loss expend-
iture sank to an unexpectedly low level. The
most prominent loss event was the fire cata-
strophe at Düsseldorf airport on 11.4.1996,
which caused an industrial fire loss in the re-
gion of DM 246 million. The other property
classes posted slight growth. The absence of
losses caused by natural catastrophes was a
particularly important factor in the results,
which ranged from satisfactory to good.

With premium income remaining roughly un-
changed, credit insurance produced substantial
technical losses. This was due to a new record
number of insolvencies in Germany. 

Following several very profitable years, the 
United Kingdom and Republic of Ireland experi-
enced a return to intense competition for 
market share, which depressed rate levels in all
classes of business. The major composite in-
surers are making intensive efforts to retain their
market position. They have recognized the
danger of forfeiting their market share due to
the restructuring of personal lines business in
favour of direct writing insurers, on the one
hand, and the fact that the building societies
have stepped up their involvement in this seg-
ment via their own insurers, on the other. The
merger of two of the largest composite insurers
decisively altered the insurance landscape in
the United Kingdom, and a continuation of the
process of concentration cannot be ruled out.
Ever-larger capacities are being used to gain
control over the placement of individual risks.
This has led to sizeable rate reductions, particu-
larly in commercial and industrial business,

which will be reflected in insurers’ results in the
foreseeable future.

In the wake of its successful reorganization,
Lloyd’s of London bounced back into the mar-
ket with fresh energy and new capital in order
to recover lost ground. However, if anything,
these efforts met with more success in the insur-
ance market than in the reinsurance sector,
where reinsurers were firmly resolved to pre-
serve the positions which they had established
in recent years. Nevertheless, in some instances
this could only be achieved by accepting inad-
equate terms and conditions for assumed risks.
As a result, there was an appreciable decline in
rates, especially in the reinsurance of natural
catastrophe perils.

As was the case in the preceding years, we
again benefited from the so-called „flight to
quality“ effect in the year under review: out-
standing credit ratings from the renowned rat-
ing agencies, coupled with an international
market presence and professional risk hand-
ling, are rewarded by cedants. For this reason,
we were able to stand our ground in the mar-
ket without settling for unjustified comprom-
ises.

Furthermore, we used to our benefit the con-
tinuing trend towards concentration in the rein-
surance industry by positioning ourselves as an
alternative in a market which is becoming in-
creasingly dominated by large reinsurance
groups. Thanks to new treaties and increased
shares in UK and Irish motor third party liabil-
ity business, we succeeded in consolidating our
position.

The insurance and reinsurance markets in the
Benelux countries are also characterized by in-
creasing competition over terms and condi-
tions. This is particularly true for the classes of
industrial property and marine insurance. In
general terms, the insurance markets posted
only moderate growth in the year under review.

The trend towards non-proportional types of
reinsurance and the extent of available capa-
city have intensified price competition, as is
particularly evident from the reduced rates for
non-proportional natural catastrophe business.

Intense competition 
in the UK

Opportunities offered 
by the „flight to quality“ 
and trend towards 
concentration
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We achieved our objective of expanding our
portfolio with selected target clients.  As a con-
sequence, we recorded a slight gain in gross
premium volume for the 1996 business year
and a satisfactory technical profit.

The process of concentration witnessed in re-
cent years in the Scandinavian countries has
largely reached its conclusion, both in the insur-
ance and reinsurance sectors. The market is
now dominated by a few large groups which,
not least because of the favourable results in
recent years, were intent on raising their reten-
tions and cutting their reinsurance require-
ments. Competition on the reinsurance front
therefore intensified.

A so-called „core reinsurer“ philosophy is ta-
king ever-greater hold with Scandinavian ce-
dants: companies are seeking to cooperate
with a limited number of reinsurers on a broad
basis and within the framework of a long-term
relationship. Owing to the fact that we belong
to virtually all significant cedants’ „core rein-
surers“, we succeeded in boosting our gross pre-
mium volume. Overall, results were satisfactory.

The scenario for the French insurance and rein-
surance markets is a similar one; here, too, the
business environment was characterized by
take-overs and mergers of large insurance
groups.

The insurance industry in France posted moder-
ate growth and another increase in profits
compared to the previous year. The upturn was
particularly noticeable in the property and
motor classes, which together account for 60 %
of the market’s non-life premium. Although 
this recovery had been initiated over the past
few years by means of increased rates and im-
proved loss prevention, an intensified level of
competition became evident in the industrial
risks segment during the course of 1996. This
tendency was fostered by the growth ambi-
tions of major European insurers and the crea-
tion of international structures in this sector. In
public liability and professional indemnity busi-
ness, on the other hand, rate levels remained
gratifyingly stable.

The reinsurance business which we accepted in
France again generated positive earnings in
the year under review. Just as in the previous
year, there were no storms in 1996, as a result
of which we were able to post a very favour-
able technical result in this segment. Fire insur-
ance was only the class to suffer major losses,
being hit by two spectacular events: the fire at
the headquarters of Crédit Lyonnais in Paris
and the blaze in the channel tunnel. Con-
sequently, fire business in France closed with a
slight deficit. Given our market share, however,
the amount of loss incurred in this segment is
slight.

Showing further improvements in profitability,
the Italian insurance market posted real growth
of 4.5 % in the year under review. However, the
relatively high capital resources of many com-
panies and the sustained positive results over a
number of years made themselves felt in the
form of increased retentions. The extent of rein-
surance capacity on offer also increased. All these
factors combined to produce intense competition
in the Italian market, which was reflected in
the reinsurance terms and conditions. For this
reason, we systematically relinquished a num-
ber of business connections; at the same time,
we succeeded in establishing new client rela-
tionships. The technical account shows that ear-
nings were clearly favourable, with gross pre-
mium income remaining roughly unchanged.

The development of market conditions in Spain
and Portugal renders more intensive involve-
ment unattractive. Proportional reinsurance is
the dominant type of business in both coun-
tries, as a result of which the insufficient pre-
mium levels in the insurance market also leave
their mark upon the reinsurance sector. There
was a corresponding decline in gross premium
volume in both these countries, although ad-
equate earnings could still be achieved thanks
to our systematic policy of restraint. Portuguese
property business stands out favourably in the
result, this performance being attributable to
two factors: firstly, premium calculations take
appropriate account of the existing earthquake
risk, and secondly, there were no natural cata-
strophes during the year under review.

Satisfactory result in the
Scandinavian countries

French business makes 
a positive contribution 

to results

Previous years’ good results
put pressure on terms and

conditions in Italy

Another good result
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The countries of eastern Europe posted only
marginal premium growth in real terms in the
non-life classes of business. The slight premium
gains which we achieved in this segment were
primarily attributable to new business.

Reinsurance terms and conditions in this region
are increasingly oriented towards the interna-

tional environment. As  a consequence, keener
competition and rate cuts, especially in the
non-proportional sector, could be observed in
this segment too. This tendency was further
enhanced by an extraordinarily favourable loss
experience.

North America

Although the bulk of our North American busi-
ness is written in Hannover, our local pres-
ence in the market is also particularly important
to us. In order to fulfil this objective, we are re-
presented in the area of life reinsurance by the
Reassurance Company of Hannover (RCH) in
Orlando/Florida, and in non-life business by
the Insurance Corporation of Hannover (ICH)
in Los Angeles/California. Both companies un-
derwrite specific segments of reinsurance busi-
ness. In addition, we have expanded our service
team in Chicago and maintain a registered office
in Toronto to cover the Canadian market. 

The Hannover Re Group derives a substantial
share of its gross premium income from the
North American markets. Although the original
markets were relatively weak, we posted an in-
crease in our gross premium volume in 1996.
The primary reason for this was the strength of
the US dollar. Despite a cautious reserving pol-
icy, the technical result continued to be satis-
factory.

Overall, the North American insurance market
was only marginally affected by natural cata-
strophes in the year under review, despite the
fact that in September 1996 Hurricane Fran
caused one of the ten largest economic losses
of the last 50 years. In addition, there were
winter storms at the beginning and end of the
year and, above all, floods on a scale at least
worthy of mention. Nevertheless, these events
only significantly influenced the loss experience
of those companies operating on a regional
basis. 

It was significant that premium growth was
only marginal due to fierce competition. Com-
petition intensified, inter alia on account of the
substantially improved equity base of compa-
nies following the preceding favourable years.
The pressure on technical results consequently
increased, and it was not always possible to
counterbalance their development with a fa-
vourable financial performance in the invest-
ment sector.

As was also the case in other markets, insurers
in the USA underwent a process of concentrati-
on in 1996. With slim market growth, mergers
appeared to offer an opportunity to expand
market shares. However, past experience shows
that it has to date scarcely been possible to
establish a direct correlation between size and
success. These business link-ups must therefore
first prove their efficiency. 

Parallel to this development, there
was further consolidation among the
major reinsurers in North America.
The appreciable reduction in the
number of competitors has positive
implications for us: the position of
our Group – one of the few large, internationally
significant reinsurers with an excellent rating –
has been enhanced. 

The overall results of our North American non-
life business can be regarded as satisfactory,
not least because of the low loss burden cau-
sed by natural catastrophes. Due to inadequate
terms and conditions, the proportion of industrial

Hardly any natural 
catastrophe losses

Expansion of niche business
in liability insurance

Satisfactory results in 
non-life insurance

North America

1996 1995

Premiums (gross)
in DM million 1 656.1 1 307.9

Share of total
business as % 25.9 21.8
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three largest insurance companies joined forces.
As a result, in some instances there were al-
ready indications in the year under review of a
tendency towards higher retentions. 

Competition in Latin America became consid-
erably more fierce. This was due to the diffi-
cult overall economic conditions at the begin-
ning of the year under review as well as the 
favourable technical results of the previous
years. Nevertheless, the result can still be re-
garded as satisfactory to good; this is attribut-

business in this segment decreased significantly.
We partially compensated for this loss of vol-
ume by stepping up our activities in natural cata-
strophe business, a sector in which we increased
our capacities. We were also able to record a
higher volume of business in the US liability
sector. An important factor here was our im-
proved market platform due to the accreditation
of Hannover Re as Trusteed Reinsurer in most
US states.

Hannover Re began applying for Trusteed Status
in Hawaii in December 1994. It has now been
accredited in 35 states, with New York acting
as domiciliary regulator, and has applica-
tions pending in 9 more states. In the remaining

states, Hannover Re intends to file applications
wherever possible under state law. We have
established a Trust Fund in New York for the
benefit of our US cedents domiciled in those
states where we are accredited. The Trust Fund
exceeds the sum of Hannover Re’s liabilities 
covered by the Trust (USD 95 million at the
end of 1996) by a surplus of USD 20 million.

The Trusteed Status allows Hannover Re’s ce-
dents to take full statutory credit for the reinsur-
ance placed with Hannover Re and therefore
better serves the market’s needs, thus improving
Hannover Re’s competitive position in the US.

States where:

Hannover Re is 
accredited  

applications have 
been filed

Latin America

Developments in the insurance and reinsur-
ance markets of Latin America are significantly

influenced by the general economic
climate. Mexico and Argentina achieved
a turn for the better in the year under
review, and marked increases can be
observed again in the growth ratios. In
Venezuela and Colombia, economic
conditions did not stabilize until late in
the year. In addition, the commence-

ment of significant moves towards concentration
could be discerned. In Mexico, for example, the

Latin America

1996 1995

Premiums (gross)
in DM million 186.3 210.0

Share of total
business as % 2.9 3.5

Accreditation status
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Asia

In line with the general state of economic de-
velopment, Japan’s insurance industry is by far
the most advanced in Asia. Japan is, for our
Group as well, the most important market in
this region, both in terms of premium volume
and profitability. For this reason, we have af-
forded Japan the status of a priority market,
which is to receive the preferential allocation
of our resources. We succeeded in further ex-
panding our market share in Japan in the period
under review. As part of the process of deregu-
lation, major life insurers have taken the op-
portunity to establish non-life subsidiaries. We
have been able to build up substantial busi-
ness relationships with all these newly estab-
lished companies.

The 1996 result was again most satisfactory,
although there was a further deterioration in
prices for the reinsurance of natural catastrophe
perils. At the same time, competition within
the Japanese market has become more keen
due to the Japanese government’s policy of de-
regulation. This development constitutes not
only a danger, but also an opportunity: we are
increasingly able to offer our clients reinsur-
ance solutions tailored to their specific require-
ments. The surplus capacity in the reinsurance
markets, which continues to exert pressure on
prices for natural catastrophe covers, remains a
source of concern.

We have systematically exploited the opening
up of the insurance market in China, and much
to our satisfaction have established substantial
business relationships with all the insurers li-
censed there to date. In the light of the poten-
tial and dynamic strength of development in-
herent in this market, we have also accorded
China the status of a priority market.

As part of our targeted strategic investments,
we prepared the opening of a representative

office in Shanghai in 1996. In the meantime we
have received licensing from the Supervisory
Authorities and have already opened the office.

In Taiwan, the loss-making motor business of
the preceding years showed an impressive im-
provement following the introduction
of new tariffs in mid-1996. Owing to
the fact that our cedants made vigor-
ous efforts to restore their business
to profitability, our technical results
for this line of business returned to
the black in the year under review.
Our result was, however, affected by
the largest fire loss in the country’s
history. Due to a set of very unfortunate 
circumstances, a fire in a manufacturing plant
for high-grade electronic products got out of
control. Overall, therefore, our result was slightly
negative.

The ASEAN insurance markets again boasted
double-digit growth in the year under review.
Economic growth and the accompanying in-
crease in insurance density made this develop-
ment possible; at the same time, however,
these factors led to keener competition be-
tween insurers and a consequent drop in rate
levels. This was directly reflected in the propor-
tional reinsurance treaties, a type of cover
which is typical of this region. In conjunction
with a normal loss experience and no signific-
ant natural catastrophes, the outcome was a
reduction in profitability.

We succeeded in consolidating our position in this
important region for our Group, inter alia by 
systematically stepping up our range of services.
These measures, coupled with other marketing
activities, led to the extraordinary rise in premium.

able to the fact that the insurance and reinsur-
ance markets in Latin America are heavily do-
minated by property business – and hence nat-
ural catastrophe perils –, a sector which
recorded a gratifying loss experience.

In the light of the general market developments,
we expanded our premium volume only slight-
ly. Owing to the conditions described above, it
was no longer possible to generate the dispro-
portionately large profits of the preceding years.

Intensification of 
competition

Satisfactory results due 
to minimal natural 
catastrophe losses

Continued systematic 
expansion

Opening of a representative
office in China

Provision of increased
range of services

Asia

1996 1995

Premiums (gross)
in DM million 313.6 306.0

Share of total
business as % 4.9 5.1



Australia and New Zealand

In the year under review, the gross premium in-
come generated by our subsidiary Life Reinsur-
ance of Australasia Ltd (with effect from 1 May
1997 renamed Hannover Life Re of Australasia
Ltd) and our Australian branch again increased
substantially. This gain was attributable to a
double-digit improvement in the exchange rate
vis-à-vis the German mark and the continued
expansion of liability business in the year under
review. This line of business for the first time
accounted for a larger premium share than the
property classes.

Our natural catastrophe reinsurance business
continued to show satisfactory development.

The absence of losses in the previous
years had led to a decrease in rates,
but following another almost loss-
free year we were still able to achieve
a good result. The desire for sound
creditworthiness on the part of rein-
surers coupled with further increases
in our capacities enabled us to make

further inroads into the market in this strategic-
ally important business segment.
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Africa

We have now firmly established ourselves
among the group of professional reinsurers act-

ive on the African continent. On an
original-currency basis, we achieved
double-digit growth in our gross pre-
mium income. However, this growth
was more than counterbalanced by 
the substantial depreciation of the
South African rand (15.5 %). The
South African market continues to

offer the largest volume on the entire continent.

We are operating on the basis of a dual approach
in the English-speaking markets of southern Africa,
with a representative office of Hannover Re
and a majority holding in Hollandia Reinsurance
Group (HRG), both located in Johannesburg.
This enables us to take account of the widely
differing service and capacity requirements.

We have been cooperating with a scientific
partner in South Africa for some time now in
the field of natural catastrophe research. We
hope that the publication of the initial results
of this analysis will serve to bridge a gap in re-
search. By providing this service, for which we
believe there is a substantial demand, we are
seeking to further reinforce our position in the
market.

The African markets again generated favour-
able results in 1996, although sizeable losses
were incurred in the industrial fire insurance
sector and as a consequence of hail damage 
in South Africa and limited local flooding in
Botswana. 

Double-digit growth rate

Positive contributions 
to results

Australia and New Zealand

1996 1995

Premiums (gross)
in DM million 402.8 246.0

Share of total
business as % 6.3 4.1

Africa

1996 1995

Premiums (gross)
in DM million 273.3 276.0

Share od total
business as % 4.3 4.6

Substantial growth

Greater proportion 
of liability business

Gratifying results

Transactions with insurance companies in New
Zealand continued to develop favourably. After
consolidating our presence over a number of
years, we have now found our place in this market
and enjoy the trust and loyalty of our business
partners. Thanks to new treaties, we succeeded
in broadening the geographical distribution of
our risk acceptances, which previously had
been concentrated in the main metropolitan
areas. This reduces the risk of suffering dispro-
portionately large losses as a result of a single
event.

The availability of local reinsurance in the Aus-
tralian market had already increased consider-
ably in the previous year, and in 1996 the ca-
pacities on offer grew further still. Although
the bulk of these capacities were utilized sens-
ibly in the market, we observed an increasing
number of offers where the premium was inap-
propriate to the risk. Finally, it should also be
noted that insurers have also increasingly
begun to offer reinsurance capacity again, des-
pite a lack of adequate technical expertise. 
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Massive expansion of 
priority class of business
succcessfully achieved

Consolidated gross 
premium income in excess 
of  DM 1 billion for the 
first time

Investment deficit due 
to prefinancing

First block assumption
transaction in health 
insurance

Favourable result in the
light of the increase in 
portfolio value

International life and health reinsurance covers
individual and group insurance risks reinsured
in Germany and a number of foreign markets. In
accordance with international business practice,
we also cover in this business segment personal
accident risks written by foreign life insurers.

The following companies function as operational
risk-carriers for this business segment:

◆ E+S Rück for the German market,

◆ Reassurance Company of Hannover (RCH),
Orlando/Florida for the USA,

◆ Life Reinsurance of Australasia Ltd (LRA),
Sydney (with effect from 1 May 1997 re-
named Hannover Life Re of Australasia Ltd)
for South East Asia, Australia and New 
Zealand,

◆ Hollandia Life Reassurance Company Ltd
(HLR), Johannesburg for southern Africa,

◆ Hannover Re for all other regions. 

The key markets for the underwriting of life busi-
ness – our target markets – are Germany, the

United Kingdom, Italy, the USA, South Africa,
Malaysia, Australia and New Zealand. Health/
personal accident business, on the other hand,
is clearly dominated by the USA and the Lon-
don market.

Our Group’s international focus in the life and
health reinsurance segment is on proportional
treaty reinsurance for individual life business.
Lucrative health/personal accident business is
accepted from the standpoint of regional and
risk diversification.

In the case of the German companies Hanno-
ver Re and E+S Rück, approximately 95 % of
gross premium income from life business is at-
tributable to treaty reinsurance. Facultative life
risks are accepted as a service to existing oblig-
atory cedants, but such risks account for less
than 2 % of the premium. The remainder of
the premium derives from independent group
life and disability policies as well as other spe-
cial business. 

The marketing strategies and acquisition ob-
jectives pursued by our subsidiaries in Orlando,
Johannesburg and Sydney are similar to those
of head office, but are adjusted in line with spe-
cial local circumstances.

International life and health reinsurance

14.6 %
3.1 %

6.2 %

1.5 %

1.7 %

37.7 %

3.8 %

31.4 %

AUD GBP

DEM ZAR

JPY

Gross premiums written by currency in 1996

USD Other

CAD

3.8 % 2.6 %

69.7 %

23.9 %

facultative 
reinsurance

proportional 
reinsurance

Gross premiums written by type of treaty in  1996

non-proportional 
reinsurance

direct business
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If the incoming life business for 1996 is con-
sidered on a country-by-country basis, particularly
favourable developments can be observed in
various Anglo-Saxon markets such as the United
Kingdom and Australia. Our business volume in
Italy, Malaysia and New Zealand also showed
notable growth. In Germany, our domestic mar-
ket, we recorded a moderate premium decrease
due to the planned reduction over a multi-year
period of a large-volume reinsurance treaty from
the early 1990s.

Through our participation in strategic product
partnerships, we particularly distinguished our-
selves in the year under review with annuity
and personal accident products aimed at spe-
cific target groups. In the case of such partner-
ships with domestic and foreign insurers, we
contribute our technical expertise to the prod-

uct development process on an equal footing.
For the first time, we extended the scope of
block assumption transactions to include the
health insurance sector.

The risk experience in life and personal acci-
dent insurance was favourable, and we were
spared any sizeable individual losses. In the
health reinsurance sector, we took the precau-
tionary step of substantially bolstering the
technical provisions for certain North American
treaties due to the absence of long-term ex-
perience for these business segments.

The technical results of Hannover Re and E+S
Rück, as well as of RCH, are strongly influenced
by the investment expenditure on financing
transactions. Our subsidiaries in Johannesburg
and Sydney, on the other hand, were able – as

Life and health reinsurance Gross premiums written Net premiums earned Technical result before tax
Figures in DM million 1996 1995 ± % PY 1996 1995 ± % PY 1996 1995

■■■ Hannover Re 620 384 61.5 560 325 72.6 -132 -42

■■■ E+S Rück 163 108 50.9 146 93 57.0 -33 -11

■■■ RCH 300 146 105.5 116 29 300.0 -7 3

■■■ LRA 194 134 44.8 123 103 19.4 27 5

■■■ HLR 45 38 18.4 29 25 16.0 1 1

■■■ Total 1 322 810 63.2 974 575 69.6 -144 -44

In our most important target markets, the year
under review was characterized by highly suc-
cessful marketing activities in the area of prefin-
ancing business. Risk acceptances related both
to our cedants’ new business and to block as-
sumption transactions.

On a Group basis, gross premium income in life
and health reinsurance surpassed one billion
marks for the first time, totalling DM 1,107.7
million (previous year: DM 715.6 million). In
this context, our US subsidiary RCH and the
Australian subsidiary LRA showed particularly
dynamic growth, this being further enhanced by
the revaluation of the US dollar and Australian

dollar against the German mark. The net pre-
miums retained for own account climbed to
DM 973.5 million (following DM 575.0 million
in the previous year). The retention ratio is now
in line with our strategic objectives; at over
87.9 %, it is significantly in excess of the 
previous year’s value, which was affected by 
various non-recurring factors.

The following table compares – on a non-con-
solidated basis – the development of premiums
and results recorded by the operational risk-
carriers in Hannover, Orlando, Johannesburg
and Sydney in 1996 as compared with the pre-
vious year:
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the above table shows – to finance their consid-
erable growth internally.

By means of detailed portfolio analyses – in
some cases with the aid of external actuaries –
we have ensured that the losses shown reflect

a disproportionately large increase in the net
portfolio value (total value of the portfolio as
the cash value of future earnings). This will
accrue to our account in the coming years and
boost earnings.

The performance of our subsidiaries was again
most satisfying. The following table reflects
the original annual accounts on the basis of

Totalling DM 1,571 million, the gross premium
income of our Group’s most significant subsidi-
ary was almost exactly on a par with last year’s
level. Due to the high proportion of German
business (65 %), premium increases due to
exchange-rate factors were smaller than was
the case with the other Group companies; des-
pite this, the exchange-rate-adjusted premium
volume declined by approximately 2 %. It is
thus evident that, especially in Germany, there
has been little expansion in the premium writ-
ings of the insurance industry, a fact which re-
flects a tendency on the part of cedants to in-
crease their retentions. 

The technical result deteriorated significantly.
However, this was largely attributable to two
special factors: firstly, the methods used to
calculate IBNR reserves in the liability class of
business were adjusted in line with the latest
insights, resulting in an one-off additional require-

ment; secondly, a disproportionately large
number of treaties with high prefinancing costs
were concluded in life business. The latter ex-
penditure is of an investment nature, and the
corresponding amounts will accrue to us as earn-
ings in subsequent years. In view of the fact
that the technical result deteriorated, the con-
tributions to the contingency fund were signific-
antly reduced. Overall, the net effect was a fur-
ther increase for 1996.

The favourable developments on the capital
and stock markets generated an exceptionally
good investment result. E+S Rück was there-
fore able to increase the profit on its profits on
ordinary activities  before tax by more than 26 %
in the year under review.

The company’s capital and reserves increased
to DM 330.3 million (DM 321.2 million).

E+S Rückversicherungs-Aktiengesellschaft (E+S Rück), Hannover

Performance of our subsidiaries

the respective local accounting principles and
summarizes the key items at a glance.

Company E+S Rück HRI ESI HH ICH IICH LRA RCH
Currency units in million DM DM DM ZAR USD GBP AUD USD 

Gross premiums written 1 571.4 270.8 227.4 547.3 131.8 44.5 156.5 193.0

Net technical result -124.1 12.7 1.9 2.9 - 2.3 - 0.3 5.7 -14.9

Non-technical result 160.1 29.1 20.6 20.3 13.5 4.5 15.8 10.4

Result of ordinary business activities 36.0 41.8 22.5 23.2 11.2 4.2 21.5 - 4.5

Profit or loss for the financial year 15.1 37.6 20.2 16.6 7.3 2.8 21.5 - 3.9

Levelling-off in 
premium volume

Increased pre-tax profit
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ies, the gross premium income of HRI declined
by 5.8 %; ESI’s gross premiums climbed slightly
by 6.3 %. The technical results were satisfactory
and investment income climbed further. Both
companies were therefore able to post an im-
proved profit on ordinary activities before tax. 

The capital and reserves of HRI and ESI total-
led DM 264.8 million (DM 262.1 million) and
DM 209.1 million (DM 203.9 million) respect-
ively.

Our Irish subsidiaries were able to surpass the
satisfying results of the previous year through
their activities in the International Financial
Services Centre in Dublin. Both companies oper-
ate world-wide and have specialized in finan-
cial reinsurance business. They market their pro-
ducts in particular in the USA, Canada, Taiwan,
Australia, South Africa and Germany.

Following the enormous premium growth of
the previous year, both companies experienced
a period of consolidation in 1996. Owing to the
termination of a number of high-volume treat-

Hannover Reinsurance (Ireland) Ltd (HRI), Dublin
E+S Reinsurance (Ireland) Ltd (ESI), Dublin

this, there was a substantial improvement in
the technical result.

Investment income increased to ZAR 11.7 milli-
on (ZAR 8.3 million), and the profit on ordinary
activities before tax more than doubled. The
Hollandia Group thus achieved a satisfactory
profit for the financial year of ZAR 16.6 million
(ZAR 6.2 million). 

The company’s capital and reserves rose by
33.6 % to ZAR 56.1 million (ZAR 42.0 million).

Insurance Corporation of Hannover (ICH), Los Angeles

larly with respect to agricultural risks, are
already reflected in the result for the 1996 busi-
ness year.

With premium growth in excess of 24 %, the
company was – as in the previous year – not
significantly affected by natural catastrophe
losses in 1996, and the technical result con-
sequently improved. At the same time, ICH also
succeeded in improving its non-technical result
and the profit on ordinary activities before tax.

The company’s capital and reserves totalled
USD 114.4 million (USD 109.7 million).

The Insurance Corporation of Hannover oper-
ates in the USA as an insurer and reinsurer in
the non-life market. It achieved another excel-
lent result in the 1996 business year.

The tasks assigned to ICH within the Group were
redefined in autumn 1996 within the frame-
work of the Hannover Re Group’s strategic 
objectives. Henceforth, it shall function as our
centre of competence in our target market USA
for agricultural risks and workmen’s compensa-
tion insurance as well as for a special segment
within motor insurance. ICH is equipped with
special expertise in these business sectors.
Early repercussions of this reorientation, particu-

We hold a 52 % controlling interest in the par-
ent company of the Hollandia Group. This
Group primarily operates in South Africa
through its non-life subsidiary Hollandia Rein-
surance Company Ltd and its life subsidiary
Hollandia Life Reassurance Company Ltd. Al-
though the overall development of the insur-
ance market was negative and characterized
by high losses – especially in fire and hail busi-
ness, our reinsurance subsidiary successfully
held its ground. Gross premium income rose by
over 20 % in the year under review. Parallel to

Hollandia Holdings (Pty) Ltd (HH), Johannesburg

Specialization in financial
reisurance products

Improved result

Excellent result

Concentration on 
special segments

Significant growth
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Life Reinsurance of Australasia Ltd (LRA), Sydney

LRA was renamed Hannover Life Re of Austral-
asia Ltd in May 1997. Hannover Re and E+S
Rück each hold 50 % of the capital in this com-
pany. It primarily transacts life and disability
reinsurance as well as group life insurance in
Australia and New Zealand. The company con-
tinued to hold its ground well in a market cha-
racterized by change and keen competition.

There have been fundamental changes to the
statutory accounting requirements in Austra-
lia, and comparisons with the previous year’s
figures are therefore only of qualified signific-
ance.

Gross premium income expanded by almost 
25 %. In view of the competitive market environ-

ment, this vigorous growth – especially in new
business – is highly satisfactory.

Following a drop in the previous year due to
special factors, the net technical result climbed
substantially to AUD 5.7 million. Investment
income, on the other hand, decreased slightly
due to reduced capital gains in the securities
portfolio. The profit on ordinary activities before
tax rose to AUD 21.5 million. Due to the loss
carried forward, this amount also corresponded
to the profit for the financial year.

Under the new Australian statutory accounting
requirements, the company’s capital and reser-
ves totalled AUD 113.4 million.

International Insurance Company of Hannover Ltd (IICH), London

IICH operates as an insurer and reinsurer in the
United Kingdom. In a market which continued
to be characterized by fierce price competition,
the company was able to build on the previous
year’s good result. In accordance with our earn-
ings-oriented, selective underwriting policy,
certain business relationships which did not
offer a sufficient profit potential were discon-
tinued. As a result, the company’s gross pre-
mium income experienced a significant decline.

The performance of the individual classes of
business, especially travel insurance, was satis-
factory, and the net technical result prior to the

Profit-oriented 
underwriting policy 
leads to premium decline

Successfull expansion 

Technical profit

allocation to the contingency fund showed a
slight improvement. The amount of GBP 0.1
million was transferred to the contingency
fund, which had to be constituted for the first
time in the United Kingdom in 1996.

Investment income was on a par with the pre-
vious year. Overall, therefore, the company was
able to record a slightly increased profit on or-
dinary activities before tax. 

The company’s capital and reserves totalled
GBP 27.1 million (GBP 25.0 million).

Reassurance Company of Hannover (RCH), Orlando / Florida

Responsible for our Group’s life reinsurance busi-
ness in the US market, RCH achieved an outstand-
ing business result in the year under review.
The company specializes in block assumption
transactions. Depending upon the number and
scope of transactions concluded in a particular
business year, this leads to considerable fluc-
tuations in the gross premium income; 1996
was a successful year, with the premium volume
increasing by almost 90 %.

The block transactions concluded in the year
under review produced a technical loss of USD 
-14.9 million (USD -7.2 million). This burden on
results must be regarded as a long-term invest-
ment, which will be recaptured in future years
through corresponding increased earnings.

Investment income climbed to USD 11.5 mil-
lion (USD 9.5 million). Taking into account other
income and expenditure, the non-technical

Premium volume almost
doubled by special 
transactions
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The development of the German and US cap-
ital markets has a particular bearing on the
Hannover Re Group’s investment result. Vir-
tually 80 % of our total investments are in Ger-
man marks and US dollars.

The past year again failed to witness the
hoped-for decoupling of the German bond mar-

ket from its US counterpart. Whereas
at the beginning of the year the down-
trend in returns on the German and
US bond markets continued, there
was a significant turnaround in early
March 1996. In the light of the vigor-
ous growth of the US economy and
the accompanying inflation fears, re-
turns on 10-year securities had in-
creased to 6.7 % in Germany by the
middle of the year, while the rise in

the USA was even more dramatic. Interest
rates rose from a low of 5.5 % to 7.1 % within
a few weeks. However, this trend was reversed

again in the second half-year. A slow-
down in the US economy coupled
with a stable price environment in
the second half of the year gave
scope for a softening in returns.
Thanks to the encouraging trend in
the fourth quarter, the German bond
market closed on a more positive
note than anticipated at the start of
the year. Returns on 10-year US secur-
ities were only around 0.8 percentage
points higher at the end of 1996 than
at the beginning of the year. 

Prices on the German stock market
really rocketed. Following two rather

disappointing years, the Dax climbed by around
28 % in 1996. Chemicals were the market leader,
followed by motor shares and utilities. Compared
to the Dax, the medium-sized companies listed
on the MDax posted a below-average increase
of just 15 %. The bright mood on Wall Street
also continued to prevail, especially as regards
blue-chip stocks. Steady gains in profits com-
bined with moderate economic growth caused
the Dow Jones to rise by a further 26 %, follow-
ing a gain of almost 34 % in 1995.

The international currency markets were again
volatile, although the German mark relinquished
some of the strength which it had acquired in the
preceding years. The accompanying table shows
the movements in exchange rates affecting the
key foreign currencies for our Group. Since our
foreign currency earnings are converted at the
exchange rates prevailing at the end of the
year, the weakness of the German mark also had
favourable repercussions for our total premium
income and investment income.

Against this general backdrop, the Hannover
Re Group’s investment portfolio and income
again developed highly satisfactorily. The good
performance of our reinsurance business in
conjunction with the favourable effects of move-
ments in exchange rates again generated dis-
proportionately large growth: the total invest-
ment portfolio (including deposits) increased
by 19.8 %, or DM 2.6 billion, to DM 15.6 billion.
Our subsidiaries’ investment portfolios posted
particularly sizeable gains, increasing by approx-
imately DM 700 million (= 31 %). 

11.1 %
2.8 % 6.5 %

1.3 %

47.4 %

1.1 %

29.8 %

AUD

GBP

DEM

ZAR

CAD

Breakdown of investments by currency

USD

Other

Investments

Exchange 1996 ± PY 1995
rates

AUD 1.240 16.1 % 1.068

CAD 1.136 8.3 % 1.049

GBP 2.627 18.7 % 2.214

JPY 0.013 -7.1 % 0.014

USD 1.555 8.4 % 1.434

ZAR 0.332 -15.5 % 0.393

result came to USD 10.4 million (USD 9.5 mil-
lion). Overall, the result of ordinary activities 
before tax totalled USD -4.5 million (USD 2.2
million), and the loss for the financial year
amounted to USD -3.9 million (USD 1.4 million).

Following the granting of a surplus note by
Hannover Re in the fourth quarter of 1996, the
company’s capital and reserves totalled USD
46.3 million (USD 25.6 million).



Our investments continue to be concentrated
on bearer debt securities and other fixed-in-
come securities, which together account for al-
most 60 % (63 %) of the investments which
we manage ourselves (i.e. excluding deposits).
Due to the launching and building up of other
specialized funds, especially in the area of equi-
ties, the proportion of the total investments at-
tributable to investment trust units increased
from 12.0 % to 15.1 %. As shown in the table
above, we continue to attach particular import-
ance to the fact that the fixed-income securities
which we acquire should be of the highest 
quality, and we also take care to ensure broad
diversification. More than 90 % of the bearer
and registered bonds, debentures and loans
held by our Group have an A rating or better.

The favourable tone of the stock and bond
markets and the good timing of our investment
decisions enabled us to record high capital
gains in the previous year. The unrealized cap-
ital gains in our bond and share portfolio in-
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creased further, despite the fact that we real-
ized profits of almost DM 200 million on the
disposal of investments.

Ordinary income on investments increa-
sed by a good 13 % from DM 713.0 mil-
lion to DM 803.1 million in the 1996
business year. However, the very gratify-
ing development of the extraordinary
result was an important factor in the
total investment result. Whereas in the
previous year the balance from profits
and losses on disposals and from depre-
ciation produced a deficit of DM 41.4
million, the year under review gener-
ated a favourable extraordinary result
of DM 93.5 million, i.e. an improvement
of DM 134.9 million. Allowing for invest-
ment management charges, including interest,
the net investment result was DM 876.2 mil-
lion. Compared to the previous year’s figure of
DM 648.0 million, this represents an increase
of around 35 %.

2 %

54 %
31 %

10 %

3 %

Rating of fixed-income securities

AAA

AA

BBB

<BBB

A

Type of investment
Figures in DM million

Market
values at 

31. 12. 1996

Balance sheet
values at 

31. 12. 1996

Difference

Shares, investment fund shares and other 
variable-yield securities 2 342.0 2 652.3 310.3

Bearer debt securities and other fixed-income 
securities 7 568.0 7 972.5 404.5

Total 9 910.0 10 624.8 714.8

Sharp growth in portfolios

Excellent result due to 
good capital market 
conditions

Positive effect  of the 
weak German mark

Increase in the proportion
of equities
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New personnel 
development concept 

serves to intensify 
internal training

Emphasis on 
management skills

Family service supports
part-time working 

relationship

Human Resources

The extraordinary success of our Group and its
rise to become one of the major professional
reinsurers of international importance would not
have been possible without the superb abilities
of our staff. Since we are constantly striving to
enhance the quality of our service and our client
orientation, we are always careful to foster the
already excellent level of skills at our company.

The strong growth which we have achieved in
recent years is to a large part due to the fact
that we have recruited qualified graduates and
insurance clerks, and systematically promoted
their development. As a result, we have gener-
ated a high level of motivation and identifica-
tion with our company. Numerous members of
our staff have taken a career path which corres-
ponds specifically to their personality profile
and set of qualifications.

With a view to further fostering the career op-
portunities open to our staff, we have particu-
larly promoted the expansion of our personnel
development measures. In addition to provid-
ing specialist instruction, we are increasingly
offering training measures geared to our staff’s
communicative skills and, not least, manager-
ial qualifications. The type of management
which we have in mind here has been author-
itatively defined in our company guidelines:

◆ extensive delegation of responsibility at all
levels

◆ fostering of independence and personal re-
sponsibility

◆ restricting monitoring to the necessary level
with a view to promoting awareness of re-
sponsibility and motivation 

◆ transparency and comprehensibility of de-
cisions

In this regard, managerial staff constitute both
a target group for our personnel development
policy and the main instrument of that policy.
Personnel development does not merely have a
strategic function; it is also an integral part of

managerial duties. Human Resources provides
the instruments required for this purpose, and
offers support and advice. We define individual
learning programmes in conjunction with ma-
nagerial staff. In so doing, we attach import-
ance to the linking of theory and practical 
exercises at seminars, on the one hand, and to
the application and implementation in daily
practice of the skills acquired, on the other. Our
personnel development policy thus always has
a strong practical orientation. Managerial staff
play a key role, which covers aspects ranging
from the design of individual learning pro-
grammes and the interweaving of seminars
and practical experience to the monitoring of
learning objectives.

The broad international character of our com-
pany poses a special challenge to management
and personnel development. We currently employ
staff from 18 countries, and their average age
of around 36 bears witness to our recruitment
philosophy, amongst other factors. The total
number of staff increased again in the year under
review. We currently employ 912 (847) staff.

In order to improve their access to managerial
positions, we are relying not only upon meas-
ures for the advancement of women but also,
and more particularly, on an enhancement of
the underlying situation. Recently, for example,
we introduced a „family service“ aimed at im-
proving the compatibility of a career and fam-
ily life. We are also continuing to support part-
time employment relationships. The extent to
which managerial responsibility can be conceiv-
able on a part-time basis will be a crucial factor
in the representation of women at managerial
level. 
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Outlook

Developments in the individual reinsurance
markets world-wide vary, in some instances con-
siderably. Nevertheless, overall, both prices and
terms and conditions display a certain cyclicality:
periods of surplus capacity with intense, some-
times aggressive competition („soft“ markets)
regularly alternate with phases where capacity
is in short supply and hence profit opportun-
ities are disproportionately large („hard“ mar-
kets). On the basis of all regions and classes of
business, the last hard market cycle reached its
peak in 1994; since that time, we have been in
a phase of normalization.

Since the insurance and reinsurance industries
have achieved good to very good results in the
preceding years, additional market players are
being attracted. The intense processes of con-
centration are leading to increases in cedants’
retentions, some of which have been substan-
tial. These factors will step up the competitive
pressure worldwide in 1997, which will further
impact upon the technical results in the market.

It is striking that the trend towards decreasing
loss expenditure has continued unabated in
the first half of 1997. The insurance industry
has so far largely been spared any major loss
events. Those losses which have occurred to
date, e.g. the floods in the USA and Canada,
will inflict only marginal losses, at least as far
as reinsurers are concerned.

Our Group is pursuing a clear and unambigu-
ous strategy in the present soft market phase:

◆ We have oriented ourselves towards clearly
defined classes of business and markets
which hold the promise of above-average
earnings. In this regard, we steadfastly ad-
here to our fundamental principle of „profit
before turnover“.

◆ In order to ensure that we achieve our profit
targets, we have assigned our managerial
staff minimum returns for their areas of re-
sponsibility; in particular, these minimum re-
turns also include the capital charges.

◆ Our predominantly centralized organization
guarantees flexibility. It enables us to react
systematically and swiftly to new situations
and facilitates concentration on highly prof-
itable niche segments.

On this basis, the outlook for our strategic clas-
ses and markets varies. In Germany, there are
no grounds to expect a trend reversal in the
short term: further rate cuts can be anticipated
in both industrial fire insurance and motor in-
surance. For this reason, the market is currently
unsuited to the implementation of our stra-
tegic objectives, which are very deliberately of
a long-term nature. Developments in the rest
of Europe may be assessed in a less negative
light.

In the USA, our most important foreign market,
there has been a further deterioration in terms
and conditions, especially in standard property
insurance. Satisfactory and even good market
conditions still prevail in natural hazards rein-
surance and in certain segments of liability in-
surance, where we primarily reinsure highly
specialized liability insurers.

In the final analysis, the developments in Asia,
Australia, Japan and China remain favourable.
These regions will again rank among the key
growth markets in the current year. 

Considered from the supraregional perspective,
credit/bond and especially aviation and ma-
rine are the classes which we expect to generate
favourable results despite the stiffening of
competition.

We have again planned special investments
this year to expand our portfolio of personal
reinsurance and develop financially-oriented
reinsurance products. In the medium to long
term, German life insurance in particular will
gain in importance.

This overall situation means that strong growth
cannot make economic sense for our company.
Our technical results continue to be adversely

Conditions continuing 
to normalize

Further concentration
among companies 
is possible

Clear strategy as 
a success factor

Investment in life/health
and financial reinsurance

Successful new market 
profile
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affected by the generally more intense level of
competition. On the other hand, the dis-
proportionately large special effects in 1996
deriving from the personal reinsurance sector
will probably not be repeated, as a result of
which we anticipate a significant overall im-
provement in the technical account. 

It is scarcely likely that an accumulation of ex-
ceptionally favourable circumstances in the cap-
ital markets – such as that seen in 1996 – will
be repeated in the current year. Nevertheless,
our investment portfolios have shown another
substantial increase compared to the previous
year. The further development of returns is to a
large extent dependent upon movements in
interest levels and exchange rates.

The outstanding event in the current year is
our new market profile: with effect from the be-
ginning of this year, E+S Rück exclusively ser-
vices the German market within our Group,
whereas Hannover Re handles only the foreign
markets. Our experience to date indicates that
this concept will meet with a very positive
echo. Even if the current market conditions in
Germany would appear to discourage an ex-
pansion of our market share, we consider that
we are also superbly equipped to substantially
enhance our significance in our domestic mar-
ket in the long term.
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The capital, reserves and technical provisions
constitute the total funds theoretically avail-
able to our Group to cover actual and possible
obligations. These funds showed another sub-
stantial increase of 14.2 %. The growth in the
capital and reserves was particularly due to the
capital increase implemented by Hannover Re
in November 1996 and an allocation to the

1996 1995

Capital and reserves 662.6 539.8

Surplus debenture (Genußrechtskapital) 230.0 230.0

Contingency fund 1 348.0 1 156.6

Technical provisions 12 680.7 11 134.6

Total capital, reserves and technical provisions 14 921.3 13 061.0

reserves at E+S Rück. The increase in the techni-
cal provisions favourably reflects the continuation
of our uncompromising, cautious reserving policy.
The ratio of capital, reserves and technical prov-
isions in relation to the net premium increased
from 257.3 % to 295.3 %.

in DM million

Pro
per

ty

Lia
bilit

y
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e
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948.8 180.8 1 969.9

55.4 %

187.1 %

443.7

143.1 %

Premiums in million DM = 100 Provision ratios

738.7
72.3 %

Technical provisions (excl. life) in % of earned premiums

476.3 %

Capital, reserves and technical provisions
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CONSOLIDATED Accounts
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Assets
Figures in DM thousand 

A. Subscribed capital unpaid 
- called-up capital 33 723 33 773
- - (1995: -)

B. Intangible assets:
I. Goodwill 255 856 275 537

II. Other intangible assets 14 158 13 827
270 014 289 364

C. Investments
I. Land and buildings, rights to

land and buildings,
leasehold 302 096 329 982

II. Investments in affiliated companies 
and participating interests:
1. Shares in affiliated companies not included in the

consolidated annual group accounts 1 498 1 742
2. Loans to affiliated companies not included in the

consolidated annual group accounts 56 21
3. Participating interests 138 480 148 520
4. Participating interests in associated companies 26 069 25 931

166 103 176 214
III. Other financial investments:

1. Shares, units in unit trusts and 
other variable-yield securities 2 341 960 1 550 736

2. Bearer debt securities and other  
fixed-income securities 7 568 021 6 830 505

3. Mortgages and loans secured
on land and buildings 17 214 17 584

4. Other loans
a) Registered debt securities 778 046
b) Debentures and loans 592 506
c) Loans and loans on insurance
c) policies 2 737
d) Sundry loans 100 000

1 473 289 1 554 816
5. Deposits with banks 874 684 390 368
6. Other 20 20

12 275 188 10 344 029
IV. Deposits with ceding companies 2 803 311 2 125 135

15 546 698 12 975 360

–––––––––––––––––– 1996 –––––––––––––––––– 1995

at 31st December 1996BALANCE SHEET
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Liabilities
Figures in DM thousand 

A. Capital and reserves
I. Subscribed capital 143 148 141 341

II. Capital reserve 
As at 1.1.1996 292 532
Allocation 55 764 348 296 292 532

III. Retained earnings
1. Statutory reserve 1 773
2. Other retained earnings

As at 1.1.1996 –
Allocation 50 756 50 756 52 529 1 915

IV. Consolidation adjustments 9 520 9 520
V. Group consolidated profit or loss

for the financial year 84 435 49 739
VI. Profit or loss brought forward -108 811 -78 548

VII. Minority interests  133 480 123 274
662 597 539 773

B. Surplus debenture (Genußrechtskapital) 230 000 230 000

C.Technical provisions
I. Provision for unearned premiums:

1.Gross 988 103
2. Less:

reinsurance ceded 182 169 805 934 802 495
II. Life assurance provision:

1. Gross 1 986 803
2. Less:

reinsurance ceded 393 843 1 592 960 1 224 705
III. Provision for outstanding claims: 

1. Gross 10 989 924
2. Less:

reinsurance ceded 1 246 621 9 743 303 8 915 089
IV. Provision for bonuses and rebates:

1. Gross 7 529
2. Less:

reinsurance ceded 3 050 4 479 4 941
V. Contingency fund and

similar provisions 1 348 024 1 156 583
VI. Other technical provisions: 

1. Gross 533 767
2. Less:

reinsurance ceded -265 534 032 187 371
14 028 732 12 291 184

–––––––––––––––––– 1996 –––––––––––––––––– 1995



34

D. Receivables
I. Receivables in respect of

direct insurance from
insurance intermediaries 11 480 7 321

II. Accounts receivable arising out
of reinsurance operations 797 672 720 589
- from affiliated companies:

3 656 (1995: -)
III. Other receivables 51 223 68 521

- from affiliated companies: 860 375 796 431
- 17 185 (1995: 110)

E. Other assets
I. Tangible assets and stocks 20 077 18 988

II. Cash at bank and in hand 136 511 125 840
III. Own shares – –

- Par or book value:
- - (1995: -)

IV. Other assets 33 75
156 621 144 903

F. Prepayments and accrued income
I. Accrued interest and rent 181 031 175 655

II. Other accrued income 10 660 6 317
191 691 181 972

G. Deferred taxes – 15 665

17 059 122 14 437 468

Assets
Figures in DM thousand –––––––––––––––––– 1996 –––––––––––––––––– 1995
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D. Provisions for other risks and charges
I. Provisions for pensions and similar obligations 41 145 37 321

II. Provisions for taxation 85 014 17 750
III. Other provisions 100 567 81 546

226 726 136 617

E. Deposits received from retrocessionaires 832 161 539 391

F. Other liabilities
I. Liabilities in respect of direct

insurance business to
insurance intermediaries 1 628 13 975

II. Accounts payable arising out of  
reinsurance operations 993 049 591 050
- to affiliated companies not

included in the consolidated
annual group accounts
127 656 (1995: 311)

III. Loans 6 645 7 946
IV. Miscellaneous liabilities 51 712 79 907

- from taxes: 1 053 034 692 878
14 787 (1995: 9 765)

- for social security:
1 340 (1995: 1 169)

- to affiliated companies not included
in the consolidated annual group accounts:
4 948 (1995: 1 015)

G. Accruals and deferred income 25 872 7 625

17 059 122 14 437 468

Liabilities
Figures in DM thousand –––––––––––––––––– 1996 –––––––––––––––––– 1995



36

for the year ended 31st December 1996PROFIT AND LOSS ACCOUNT

I. Technical account

1. Earned premiums, net of retrocession
a) Gross premiums written 6 400 736 5 999 353
b) Retrocession premiums 1 347 409 924 186

5 053 327 5 075 167
c) Change in the gross provision for unearned premiums (+/-) -116 910 -85 497
d) Change in the provision for unearned premiums,

retrocessionaires’ share (+/-) 88 990 -3 139
-27 920 -88 636

5 025 407 4 986 531

2. Allocated investment return transferred from the non-technical
account, net of retrocession 49 277 26 775

3. Other technical income, net of retrocession 34 7

4. Claims incurred, net of retrocession
a) Claims paid

aa)  Gross 3 612 280 3 177 106
bb)  Retrocessionaires’ share 469 260 488 829

3 143 020 2 688 277
b) Change in provisions for

outstanding claims
aa)  Gross -698 962 -1 069 129
bb)  Retrocessionaires’ share 307 087 121 316

-391 875 -947 813
3 534 895 3 636 090

5. Changes in other technical provisions, net of retrocession
a) Net life assurance provisions -218 742 -159 457
b) Other net technical provisions -92 739 -2 855

-311 481 -162 312

6. Bonuses and rebates, net of retrocession 2 359 1 821

7. Operating expenses, net of retrocession 
a) Gross acquisition expenses 1 669 964 1 405 846
b) Less:

commissions and profit commissions
received on retrocession 311 153 184 788

1 358 811 1 221 058

8. Other technical charges, net of retrocession 8 859 12 417

9. Subtotal -141 687 -20 385

10. Change in contingency fund
and similar provisions -191 441 -257 132

11. Net technical result -333 128 -277 517

Figures in DM thousand –––––––––––– 1996  –––––––––––– 1995
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Balance brought forward: -333 128 -277 517

II. Non-technical account

1. Investment income
a) Income from participating interest 11 150 6 331

- affiliated companies not included in the
consolidated annual group accounts:
578  (1995: -)

b) Income from associated companies 861 646
c) Income from other investments

- affiliated companies not included in the
consolidated annual group accounts
3 201 (1995: 1 541)

aa) Income from land and buildings, rights to
land and buildings, leasehold  28 811 

bb) Income from other investments 762 267 791 078 706 067
d) Appreciation on investments 1 414 2 985
e) Gains from the realization of investments 191 698 108 241

996 201 824 270

2. Investment charges
a) Investment management charges,

including interest 21 770 26 655
b) Depreciation 87 037 116 406

- extraordinary depreciation
in accordance with § 277 (3) item 1
German Commercial Code (HGB):
17 301 (1995: 36 997)

c) Losses of the realization of investments 11 153 33 250
119 960 176 311
876 241 647 959

3. Allocated investment return transferred to the
technical account -55 056 -30 030

821 185 617 929

4. Other income 63 718 48 990

5. Other charges
a) Special allocation to provisions for

outstanding claims 171 388 173 428
b) Miscellaneous charges 154 208 99 899

325 596 273 327
-261 878 -224 337

6. Profit or loss on ordinary activities before tax 226 179 116 075

Figures in DM thousand –––––––––––––––––– 1996 –––––––––––––––––– 1995
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Balance brought forward: 226 179 116 075

7. Tax on profit and income 114 224 45 653

8. Other taxes 3 797 2 652
118 021 48 305

9. Profit or loss for the financial year 108 158 67 770

10. Profit accruing to outside shareholders 24 261 19 112

11. Loss accruing to outside shareholders 538 1 081

12. Group consolidated profit or loss for the financial year 84 435 49 739

Figures in DM thousand –––––––––––––––––– 1996 –––––––––––––––––– 1995
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APPENDIX

General accounting principles

The parent company of Hannover Re is the HDI Haftpflichtverband der Deutschen Industrie V.a.G.
(HDI). The HDI is obliged to prepare consolidated annual accounts in accordance with § 341 k of the
Code of Commercial Law (HGB). The annual accounts of Hannover Re and its subsidiary companies
are included in these consolidated annual accounts, as a result of which Hannover Re is not obliged
to prepare its own consolidated annual accounts. We have prepared our own consolidated annual
accounts, although there is no legal obligation to do so, in order to show the activities of the Hannover
Re Group. The provisions of the Second Sub-Section of the Second Section of the Third Volume of
the Code of Commercial Law have been applied in this respect (§§ 290 ff, HGB).

The structure of the consolidated annual accounts corresponds to the sample balance sheet of indi-
vidual accounts (form 1) in accordance with § 58 (1) clause 1 of the regulation on the presentation
of insurance company accounts (RechVersV).

Consolidated companies

Hannover Rückversicherungs-AG is the parent company of the group. Furthermore four German
companies, seven individual foreign companies and a foreign group were included.

Companies which conduct little or no business activity or which are only of minor importance have
not been included in the consolidated annual accounts in accordance with § 296 (2) of the Code of
Commercial Law (HGB).

One foreign company ceased to be included in the group of consolidated companies in 1996.

Details of the share ownership are set out on pages 44 and 45.

Consolidation principles

Consolidation of capital and reserves

The book value method was used for the consolidation of capital and reserves. The acquisition costs
of subsidiary companies were charged at the time of purchase together against the subsidiary
companies’ capital and reserves. If shares of subsidiary companies are being held by outside share-
holders, these are shown as minority interests..

Where differences arose in the assets which could not be allocated to the corresponding asset
elements, they were shown in the assets as goodwill under intangible assets and depreciated pro
rata. Differences entered as liabilities were shown as a difference from the consolidation of 
funds in the capital and reserves.
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Valuation of associated companies

The valuation took place according to the same principles as for the consolidation of capital and
reserves at equity.

Debt consolidation

Receivables and liabilities between the companies included in the consolidated annual accounts
were offset against each other. This also applies to technical provisions in the case of intra-group
business transactions.

Consolidation of expenses and profit

Intra-group expenses and profit were offset against each other and interim results were eliminated.

Deferred taxes

Tax deferrals have been made on income-related consolidation procedures and on adjustment
entries under German accounting rules assuming that the varying tax expenditure is expected to
even out in subsequent financial years. Deferred amounts included in local accounts have also been
taken into consideration within the Group.

Accounting and valuation

General principles

All the annual accounts included in the consolidated annual accounts were drawn up at 31st Decem-
ber.

The annual accounts of the foreign companies which were included were initially drawn up in accord-
ance with the provisions of the respective national laws and transferred to uniform group accounting
and valuation rules under German law. Technical provisions from foreign companies were retained in
accordance with § 308 (2) clause 2 of the Code of Commercial Law (HGB) and are the only exception
to the principle of uniform valuation in accordance with § 308 (1) clause 1 of the Code of Commercial
Law (HGB).

Intangible assets

The goodwill and enterprise value is derived from the original consolidation of companies which
have been acquired and will be depreciated over 15 years.

Other intangible assets are valued at the acquisition cost less permitted depreciation.



41

Investments

Property has been valued at the purchase or construction cost less permitted depreciation.

Shares in affiliated companies – provided they were not consolidated – and participations are recor-
ded on a purchase cost basis. Any necessary depreciation is taken into account.

Loans to affiliated companies are valued at nominal value less amortisation.

Shares, investment certificates and other variable-yield securities as well as bearer bonds and other
fixed-income securities are valued according to the lower value principle (acquisition cost, stock
market value or previous years’ value, whichever is lower); lower valuations were retained.

Mortgages and loans secured on land and buildings, registered debt securities, debentures and loans
are valued at nominal value minus amortisation and depreciation. Premium and discount amounts
were taken into account.

We have valued deposits with banks, other investments and deposits with ceding companies at
nominal amounts. We have set up valuation adjustments for potential short-fall risks.

Other assets

Accounts receivable arising out of reinsurance operations and other receivables are recorded at
nominal values. Valuation adjustments were taken into account.

Tangible assets and stocks are valued at purchase cost less straight-line or declining-balance depre-
ciation. Low-value items were completely written off in the year of acquisition.

Capital and reserves

Exchange rate gains or losses arising from the consolidation of capital and reserves have been offset
against retained earnings or the capital reserve. They arose on the one hand because of variations in
the average exchange rate at the time the shares were acquired in the consolidated company and
the exchange rates at balance sheet date. Differences arising from the consolidation of capital and
reserves have been offset against retained earnings and in the capital reserve.

Surplus debenture (Genußrechtskapital)

Surplus debenture are entered as liabilities with repayable amounts.

Technical provisions

The technical provisions of Hannover Re and E+S Rück are set up in accordance with the provisions
of German commercial law (see the explanations on the individual accounts). The corresponding pro-
visions for the foreign subsidiaries were established in accordance with the provisions of national law
and have been transferred unaltered to the consolidated annual accounts.
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Provisions for other risks and charges

Provisions for pensions are in principle established according to the fractional value method as per
§6a of the Income Tax Act (EStG). The standard tables of Dr. Klaus Heubeck were used as a basis for
this with an accounting interest rate of 6 %.

The provisions for taxation reserves and other provisions take into account all identifiable risks and
liabilities. The amount of DM 2, 784 thousand is attributable to deferred taxes.

Deposits and other liabilities

The valuation was made on the repayable amounts.

Currency conversion

Foreign currency entries in the balance sheets of German companies were converted into German
mark at the average exchange rate for the respective balance sheet date.

Balance sheets which were prepared in the respective national currency were also converted at
average exchange rates
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on the consolidated balance sheetNOTES

The change in asset items B, C.I and C.II.1 to 4 was as follows during the financial year:

B. Intangible assets

I. Goodwill 275 537 – – 19 681 255 856

II. Other intangible assets 13 827 3 012 295 2 386 14 158

C. Investments

I. Land and buildings, rights to land 
and buildings, leasehold 329 982 3 029 3 561 27 354 302 096

II. Investments in affiliated companies
and participating interests

1. Shares in affiliated companies  1 742 9 647 6 493 3 398 1 498

2. Loans to affiliated companies 21 35 – – 56

3. Participating interests 148 520 8 143 8 851 9 332 138 480 

4. Participating interests in associated companies 25 931 138 – – 26 069

Total 795 560 24 004 19 200 62 151 738 213

Property with a book value of DM 70.5 million is primarily for our own use.

Book values Accruals Deductions Depreciation Book values
31.12.1995 31.12.1996Figures in DM thousand
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Investments in affiliated companies and  
participating interests
Sharholdings as per § 313 (2) 
of the Code of Commercial Law (HGB)
in conjunction with § 296 (2) HGB

Figures in DM thousand

Share of Capital Result from
the capital and the last

in % reserves financial
year

Companies included in the consolidated accounts:

E+S Rückversicherungs-AG, Hannover 53.9 250 349    15 100 

GbR Hannover Rückversicherungs-AG/E+S Rückversicherungs-
AG-Grundstücksgesellschaft, Hannover 69.3 75 738    -1 657

HDI Immobilienfonds Nr. 4 Nürnberg Bucher KG, Munich 99.8 - 700    -2 322

GGA Großgemeinschafts-Antennenanlagen Lizenz- und
Betriebs-GmbH, Hannover 100.0 -13 053    -883

Insurance Corporation of Hannover, Chicago 100.0 177 914    11 375

Reassurance Company of Hannover, Orlando 100.0 71 979    -6 007

International Insurance Company of Hannover Ltd, London 100.0 71 191    7 441

Hannover Reinsurance (Ireland) Ltd., Dublin 100.0 299 783    37 650

E+S Reinsurance (Ireland) Ltd, Dublin 53.9 244 094    20 151

Hannover Services (Ireland) Ltd, Dublin 51.3 180    -25

Hannover Life Re of Australasia Ltd., Sydney 77.0 140 571 26 677

Shares in affiliated companies and participations

The companies listed below are those included in the consolidated accounts as well as major participa-
tions. Companies of subordinate economic importance which are not relevant to the consolidated 
accounts are not listed.
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Hollandia Holdings (Proprietary) Ltd, Johannesburg 52.0 42 097    831

The companies quoted below were not included in the
consolidated accounts in accordance with § 296 (2)
of the Code of Commercial Law (HGB), since these companies
engaged it little or no commercial activity:

Hollandia Reinsurance Company Ltd, Johannesburg 100.0 47 759    6 502    

Hollandia Life Reassurance Company Ltd, Johannesburg 100.0 3 652    498    

Hillside House (Proprietary) Ltd, Johannesburg 100.0 6 1

Indoc Holdings S.A., Luxembourg 100.0 3 118    94    

Coral Reinsurance Ltd, Port Louis 100.0 3 824    454

Lireas Holdings (Proprietary) Ltd, Johannesburg 100.0 634 57   

Creative Response (Proprietary) Ltd, Johannesburg 74.0 -111    -389

Associated companies:

WeHaCo Kapitalbeteiligungsgesellschaften mbH, Berlin 25.7 78 224 2 583

Foreign currencies were converted into German mark (DM) at 
the middle rates of exchange prevailing on the balance sheet date.

Capital and reserves

Exchange rate changes affecting the consolidation of capital and reserves were offset against other
retained earnings.

Investments in affiliated companies and  
participating interests
Sharholdings as per § 313 (2) 
of the Code of Commercial Law (HGB)
in conjunction with § 296 (2) HGB

Figures in DM thousand

Share of Capital Result from
the capital and the last

in % reserves financial
year
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––––––––––  Unearned premiums ––––––––––– 
1996 1996 1995 1995
gross net gross net

Direct reinsurance business

■■■ Property and Casualty 16 857 7 332 6 364 2 376

■■■ Life insurance – – – –

Subtotal 16 857 7 332 6 364 2 376

with ceding companies

■■■ Property and Casualty 746 116 623 067 723 346 679 725

■■■ Life insurance 225 130 175 535 124 439 120 394

Subtotal 971 246 798 602 847 785 800 119

Total 988 103 805 934 854 149 802 495

Technical provisions

The main technical provisions are as follows:

Provisions for pensions

Provisions for pensions were established in accordance with actuarial principles.

Figures in DM thousand
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––––––––  Life insurance provision ––––––––– –––––  Provisions for outstanding claims –––––  
1996 1996 1995 1995 1996 1996 1995 1995
gross net gross net gross net gross net

– – – – 184 042 41 677 136 195 29 704

– – – – – – – –

– – – – 184 042 41 677 136 195 29 704

– – – – 10 457 455 9 449 112 9 503 567 8 711 675

1 986 803 1 592 960 1 493 355 1 224 705 348 427 253 514 204 314 173 710

1 986 803 1 592 960 1 493 355 1 224 705 10 805 882 9 703 626 9 707 881 8 885 385

1 986 803 1 592 960 1 493 355 1 224 705 10 989 924 9 743 303 9 844 076 8 915 089

Taxation provisions and other provisions

The taxation provisions also make allowance for the tax deferrals made on the basis of adjustments and
consolidating entries in line with German accounting regulations. The calculation was based on local
rates of taxation.

Accruals and deferred income

This item covers accruals and deferred income as well as discounts on loans received (DM 12, 953 thousand).



48

on the consolidated profit and loss accountNOTES

Gross premiums Net premiums Net claims Net operating
written written incurred expenses

Figures in DM thousand 1996 1995 1996 1995 1996 1995 1996 1995

Direct reinsurance business 

Property and Casualty 101 719 89 889 36 452 31 613 10 815 15 296 13 927 11 999

Life insurance – – – – – – – –

Total 101 719 89 889 36 452 31 613 10 815 15 296 13 927 11 999

with ceding companies

Property and Casualty 5 437 428 5 248 660 4 245 592 4 485 023 3 129 104 3 318 799 1 045 722 1 025 456

Life insurance 861 589 660 804 771 283 558 531 394 976 301 995 299 162 183 603

Total 6 299 017 5 909 464 5 016 875 5 043 554 3 524 080 3 620 794 1 344 884 1 209 059

Final total 6 400 736 5 999 353 5 053 327 5 075 167 3 534 895 3 636 090 1 358 811 1 221 058

Other income

Exchange rate gains 27 796 27 788
Other interest earned 12 514 6 113
Income from the cancellation of value adjustments 3 109 4 402
Income from the release of reserves 347 720
Income from service agreements 12 154 5 833
Other income 7 798 4 134

Total 63 718 48 990

Figures in DM thousand 1996 1995
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Staff

The average number of staff at the companies included in the consolidated accounts was 882. Of
this number 327 were employed abroad.

Expenditure on personnel

Expenditure on personnel amounted to DM 84,693 thousand.

Earnings received by the management boards of the parent company 
and loans granted to them

Salaries of DM 230 thousand were received by the supervisory board and DM 4,146 thousand by the 
executive board in the year under review. The salaries of former board members and their surviving
dependants amount to DM 966 thousand, and a liability of DM 9,465 thousand was entered.

The following loans which are secured on mortgages or by land charges have been granted to board
members.

Figures in Position at Amortisation Addition Deduction Position at Interest rate
DM thousand 1.1.1996 Transfer 31.12.1996 %

Supervisory Board 113 5 – – 108 5.5
Executive Board 448 21 500 223 704 5.5

The loans end between the years 1996 and 2018.

Other charges

Special allocation to the provisions 
for outstanding claims 171 388 173 429

Exchange rate losses 23 331 22 357
Interest charges on surplus debenture (Genußrechtskapital) 17 525 17 525
Other interest charges 62 856 39 697
Expenses for the company as a whole 21 134 4 270
Other charges 29 362 16 049

Total 325 596 273 327

Figures in DM thousand 1996 1995
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Contingent liability

Hannover Rückversicherungs-AG is a member of the Association for the Reinsurance of Pharma-
ceutical Risks, the German Aviation Pool and the Association for the Insurance of German Nuclear
Reactors. In the event of one of the other members failing to meet its liabilities, we are liable within
the framework of our quota participation.

Similar or corresponding obligation also exist with regard to the part-group member E+S Rück-
versicherungs-AG.

Certificate by the Independent Auditors

The optional part-group consolidated annual accounts, which we have audited in accordance with
professional standards, comply with the legal provisions. With due regard to generally accepted
accounting principles, the part-group consolidated annual accounts give a true and fair view of the
part-group’s assets, liabilities, financial position and profit or loss. The management report is con-
sistent with the part-group consolidated annual accounts.

Hannover, 18th July 1997

KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftsprüfungsgesellschaft

Dr. Geib Kollenberg
Wirtschaftsprüfer Wirtschaftsprüfer

(Certified Public Accountants)
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KEY FIGURES Hannover Re 

Figures in DM million 1996 1995± previous
year

Gross premiums written 3 819.1 7.1 % 3 566.9 

Net premiums earned 2 871.3 6.3 % 2 702.4 

Technical result -33.4 -185.4 % 39.1

Allocation to the contingency fund and similar provisions 174.5 -14.0 % 203.0

Net technical result -207.9 26.9 % -163.9

Investment result 546.3 33.2 % 410.1

Technical interest income 42.2 81.9 % 23.2 

Other charges and income -47.7 125.0 % -21.2

Special allocation to the IBNR reserve -110.0 -8.7 % -120.5

Non-technical result 346.4 41.3 % 245.2 

Profit or loss on ordinary activities before tax 138.5 70.4 % 81.3 

Profit or loss for the financial year 75.7 9.4 % 69.2

Investments 9 608.8 17.2 % 8 197.5 

Capital and reserves incl. Surplus debenture (Genußrechtskapital) 729.7 7.5 % 678.6

Contingency fund and similar provisions 1 002.1 21.1 % 827.6 

Net technical provisions 7 153.8 11.1 % 6 442.1

Retention 73.9 % 77.6 %

Loss ratio 70.9 % 69.6 %

Expense ratio 28.9 % 27.4 %
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Review

Competition in the international reinsurance
market, which had intensified in the previous
year, remained keen in 1996. The direct mar-
kets recorded only marginal overall growth; ce-
dants are moving towards increased retentions
– and hence reduced reinsurance cessions –
and favour non-proportional types of reinsur-
ance. This business climate gave rise to at
times aggressive competition for premium vol-
ume, which resulted in lower rates and poorer
terms and conditions in some segments. Thus,
new business was only accepted on a highly
selective basis, and we adhered strictly to our
profit targets. This profit-oriented underwriting
policy enabled us to achieve satisfactory tech-
nical results, a performance which ultimately
was also due to the fact that the various mar-
kets world-wide differed quite sharply in their
development. 

Gross premium income grew by 7.1 %. Approx-
imately half of this gain was attributable to
exchange rate movements: the key foreign 
currencies for our company appreciated against
the German mark, in some instances considerably.
Adjusted to allow for this factor, real premium
growth totalled 3.1 %.

The regional growth markets were again Asia,
Australia, North America and Europe excluding
Germany; in Germany, on the other hand, gross
premium income declined slightly.

Whereas natural catastrophes inflicted a re-
cord amount of economic losses in the previous
year, such losses were largely absent from the
year under review. However, the number of
other major losses increased. Europe, in particu-
lar, experienced a number of notable fire los-
ses. Despite this, the total deficit incurred by
the insurance and reinsurance industries as a
result of major losses declined again, a fact
which was also reflected in our technical
account. 

In the life and health reinsurance sector, we
recorded an exceptionally large volume of
transactions involving prefinancing, thereby
systematically pursuing our strategic object-
ives. The technical losses shown in this class of

business should be regarded as investments 
in view of the extent of the prefinancing
components. These investments will accrue to
our account in the coming years and boost
earnings.

Germany and the other European countries as
well as Japan and the rest of Asia contributed
positively to the technical result. Our invest-
ments in life and health reinsurance trans-
actions related principally to the USA and Aus-
tralia. In these areas, therefore, we posted
technical deficits in the year under review.

Although the technical result deteriorated sub-
stantially compared to the previous year, we re-
gard it as satisfactory in the light of the special
factors mentioned above. This appraisal is
borne out by a sizeable allocation of DM 174.5
million to the contingency fund and an alloca-
tion of DM 110.0 million to the IBNR reserve
from the non-technical account.

Investment results in the year under review
were of a particularly high quality. The interna-
tional capital markets provided favourable con-
ditions for our substantially increased portfolio.
Continuing low interest rates failed to boost
current income on investments, but by way of
compensation we achieved a gratifying level of
extraordinary earnings. Moreover, the stock
exchanges had just scaled new record heights
as at year-end. Finally, depreciation on invest-
ments was very low, and the stronger exchange
rates of all our major foreign currencies against
the German mark were another positive factor.
It was against this backdrop that we were able
to increase our investment result by more than
30 % to DM 546.3 million. 

The profit for the financial year rose by 
9.4 % to DM 75.7 million, a figure which con-
stitutes a new record result in our company’s
history.

The renowned US rating agencies once again
gave us their second-highest credit ratings:
AA+ („Excellent“) from Standard & Poor’s  and
A+ („Superior“) from A.M. Best bear witness to
the solidity and financial strength of our 

of Hannover ReREPORT

Growth in target markets
despite increased 
competition

Hardly any natural 
catastrophes

Massive expansion of 
life business

Strain on technical account
caused by systematic 
investments

Excellent investment result

Record profit for the 
financial year
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Capital and reserves (excl. disposable profit)

Contingency fund and similar provisions

Net premiums

Technical provisions
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company. For many of our clients, this remains
a powerful argument in favour of striving for
long-term cooperation with us.
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Premium growth

Gross premiums written increased in the year
under review by 7.1 % to DM 3,819.1 million
(DM 3,566.9 million), 37.4 % (41.8 %) of

which derived from the German market. The
premium breakdown between the various insur-
ance classes was as follows:

Fire

Our fire business declined by almost 5 %. In
regional terms, the German market was par-
ticularly affected by this decrease, whereas we
posted growth in Asia and North America. 

Approximately 30 % of our fire business stems
from the German market. This class of business
generated gratifyingly favourable technical re-
sults in the year under review, not least because
of the unexpectedly low burden of losses in
German industrial business. 

Furthermore, the generally positive
loss experience was marred only
slightly by a number of major loss
events, such as the fires at Düsseldorf
airport, at the headquarters of Crédit
Lyonnais in Paris and in the Channel
Tunnel. 

The amount of DM 1.4 million was allocated
from the technical profit to the contingency
fund.

Fire

in DM million 1996 1995

Gross premiums
written 660.5 694.8

Loss ratio (%) 54.4 52.3

Technical
result (net) 48.4 53.8

Positive result due to 
favourable loss experience

Class-of-business breakdown in % of the total portfolio
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New business opportunities opened up in Ger-
many, where „Directors’ and Officers’ Liability
Insurance“ (a product taken over from the
Anglo-American markets) is increasingly gain-
ing in importance. 

The liability class of business closed with a
substantially higher overall technical deficit.
However, disproportionately large investment
income must be attributed to this segment due
to the run-off period of the loss reserves, which
in some instances may be extremely protrac-
ted.

The contingency fund was boosted by the
amount of DM 21.2 million. In addition, we
allocated the amount of DM 82.8 million from
the non-technical result to the IBNR reserve for
liability business.

Liability

Premiums increased in this class of
business by over 10 % following a
drop in the previous year. In regional
terms, our areas of concentration
were North America and Europe,
where the main emphasis lies in
Germany. In these areas, however,
our gross premium volume showed
below-average growth, and in some

instances it even declined slightly. On the other
hand, we achieved substantial gains in areas
where we had previously accepted predom-
inantly property business, e.g. Australia and
Latin America. 

Rate cuts due to competitive pressure tended
to be smaller in the liability classes than in
property business. Particularly by concentrat-
ing on niche markets – something which is
more readily possible in the USA, for example,
because of the highly segmented nature of 
the market as a whole –, we were still able 
to achieve adequate technical results.

Liability

in DM million 1996 1995

Gross premiums
written 505.7 459.4

Loss ratio (%) 86.4 76.3

Technical
result (net) -58.4 -16.7

Double-digit growth

The technical deficit was largely attributable
to the financing components of the abovemen-
tioned new business connection. Other devel-
opments in this class of business were general-
ly unremarkable.

Personal Accident

Experience shows that personal acci-
dent is a highly profitable class of
business. We achieved an unusually
high premium increase in this class of
business, primarily due to the conclu-
sion of a new treaty in Australia. We
also succeeded in substantially ex-
panding our personal accident in the
United Kingdom.

dominantly reinsured on a proportional basis,
this development was also reflected in the rein-
surance sector. Consequently, there was a decline
in our gross premium income.

Motor

The bulk of our motor premium derives from
domestic business. Here, deregulation and the
introduction of new vehicle-type tariffs and
bonus features led to a reduction in insurance
premiums. Since German motor business is pre-

Personal Accident

in DM million 1996 1995

Gross premiums
written 72.0 59.3

Loss ratio (%) 85.6 75.9

Technical 
result (net) -14.8 -4.5

Growth due to a new 
business relationship

Pre-financing burden
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Aviation

As part of our business strategy, we accorded
the aviation class priority status. To this extent,
the expansion of gross premium volume by al-
most 20 % was in accordance with our stra-
tegic orientation.

A number of major losses occurred in the avia-
tion sector in 1996, and these also affected the
technical account. In addition, the year under
review witnessed the highest number of fatal-
ities ever recorded in civil aviation. 

Satellite business, on the other hand, experi-
enced only one notable in-orbit loss, as a con-

sequence of which results in this seg-
ment were more satisfactory. 

Owing to the fact that rate levels for
non-proportional treaty business re-
mained adequate, we were again
able to generate an appreciable
technical profit in the year under re-
view. 

An allocation of DM 6.6 million was
made to the contingency fund.

Aviation

in DM million 1996 1995

Gross premiums
written 206.5 172.8

Loss ratio (%) 68.9 62.6

Technical
result (net) 20.3 30.5

Another large profit

The loss experience shows a very mixed scenario:
whereas the overall loss frequency decreased
slightly, the average expenditure on bodily in-
jury claims climbed steeply. This impacted in
particular our non-proportional business. Own
damage claims, on the other hand, dropped
appreciably. The car industry’s prompt response
to the previously high number of vehicle thefts
– particularly as regards the installation of en-
gine immobilization systems – bore fruit.

The amount of DM 15.5 million was
withdrawn from the contingency
fund due to the slight underwriting
deficit. We allocated DM 27.2 million
from the non-technical account to
the IBNR reserve for motor third
party liability business.    

Motor

in DM million 1996 1995

Gross premiums
written 780.2 830.9

Loss ratio (%) 85.6 77.4

Technical
result (net) -7.5 11.4

Marine

As far as premiums are concerned, the effects
of the measures taken until the mid-1990s to
restore business to profitability have to a great
extent been neutralized. However, the retentions
which were agreed upon have so far largely
been maintained. As a result, insurers and rein-
surers were scarcely affected by minor losses. 
An above-average favourable loss experience

therefore enabled us to record another
increase in the technical profit in the
year under review.

This favourable performance caused
us to bolster the contingency fund by
the amount of DM 23.9 million.

Marine

in DM million 1996 1995

Gross premiums
written 197.5 203.5

Loss ratio (%) 60.8 66.2

Technical
result (net) 22.1 18.5

Very gratifying result due
to the low loss burden

Premium decline caused 
by deregulation

High bodily injury losses
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Due to German statutory accounting regulations,
such expenditure cannot be amortised across
the period of the underlying policies; rather,
the full prefinancing expenditure must be
shown as a debit item in the profit and loss ac-
count in the year in which the treaty is con-
cluded. This expenditure is offset by correspond-
ing repayments in subsequent years. In this
regard, the sizeable technical deficit in this
class of business thus reflects our highly success-
ful, systematic investment in a profitable fu-
ture in this segment.

The portfolio of life insurance reinsured in the
year under review developed as follows (for-
eign currency amounts have been converted at
the exchange rates applying on 31 December
1996):

Life

The technical account in this class of business
displays two special features, which are directly
correlated with one another: on the one hand,

we increased the gross premium 
volume by over 50 %, while, on the
other hand, the underwriting deficit
more than doubled to reach DM 82.9
million.

Life reinsurance is one of the business
segments which we are expanding sys-
tematically within the framework of

our strategy. For this purpose, one of the areas
in which we have specialised is treaties which
contain not only a risk component – but also –
and primarily – a prefinancing element: by pre-
financing the costs of new business, it is pos-
sible to support rapidly growing insurers as they
build up life insurance portfolios.

Portfolio at the end of the financial year
Figures in DM million 1996 1995

Total amount of assumed reassurance
sums assured 63 614.6 47 397.7
amount  retroceded 3 368.1 10 439.4

Endowment insurance
sums assured 62 979.7 46 628.7
amount retroceded 3 264.9 10 336.6  

Annuity and pension insurance
12 times annual annuity 634.9 769.0 
amount retroceded 103.2 102.8 

Life

in DM million 1996 1995

Gross premiums
written 503.9 330.9

Technical
result (net) -82.9 -36.1

Other classes

The following classes of business are shown
combined under other classes: health, legal ex-
penses, theft and robbery, water damage, glass,
storm and tempest, householder’s comprehens-
ive (contents), householder’s comprehensive
(buildings), hail, livestock, engineering, all risks,
credit and bond, extended coverage, nuclear
plant property, other property damage, technical

business interruption, other business interrup-
tion, other consequential loss and fidelity and
fire business interruption.

Gross premium income in credit and bond 
business rose slightly. The favourable result
generated by international business failed to
compensate for the poor loss experience in

Exceptionally successful 
expansion of business

Deficit caused by 
pre-financing of 

an investment nature
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Germany. Overall, therefore, we recorded a
slight technical deficit, albeit less than that of
the previous year. The loss situation abroad,
which continued to be highly satisfactory, and
the more intense level of competition caused a
decline in original premiums. Nonetheless,
overseas profits were gratifying. In Germany,
another set of record insolvency figures in com-
mercial credit and construction contract bond
business produced an increased loss ratio, re-
sulting in a further deterioration of the tech-
nical results when compared to the previous
year. The favourable performance of export
credit insurance was not enough to offset this
negative development.

The result in storm and tempest insurance re-
mained positive and led to a substantial de-
cline in premium rates. Our gross premium in-

come therefore decreased slightly. We were
pleased to note that there were again hardly
any storms in the year under review. Owing to
the fact that reinsurance treaties in this class
of business are usually on a non-proportional
basis, they were generally spared any
losses. Storm and tempest insurance
thus closed with a very good result.

The favourable loss experience in fire
business interruption enabled us to
generate technical profits in this seg-
ment as well, following considerable
losses in the previous years.

On an overall basis, we showed a highly satis-
factory technical profit of DM 39.4 million and
allocated the record amount of DM 136.8 mil-
lion to the contingency fund in the other classes.

Credit business performed
poorly in Germany due to
insolvencies

Very good windstorm result

Other classes

in DM million 1996 1995

Gross premiums
written 892.8 815.3

Loss ratio (%) 62.2 72.8

Technical
result (net) 39.4 -17.8

Investments

Total investments (including deposits retained)
increased by more than DM 1.4 billion in the
year under review and now stand at DM 9.6
billion. This development was attributable to
two factors: firstly, the influx of liquidity from
the technical account continued to be positive
and, secondly, life business again posted vigor-
ous growth. The weakness of the German mark
– in contrast to its strength in the previous
years – was an additional favourable factor in
the year under review: the conversion 
of our initial investment portfolio on the basis
of the higher exchange rates prevailing as at
year-end 1996 was in itself sufficient to gener-
ate growth of DM 462 million.

In the light of the volatile state of the foreign
exchange markets, it is essential to observe the
principle of matching cover in the investment
sector in order to minimize currency exposures.
In accordance with this principle, foreign-cur-
rency-denominated liabilities (principally provi-
sions for outstanding claims) must be matched
by corresponding foreign currency assets. As 

a consequence, approximately 60 % of
our total investments are held in foreign
currencies; the US dollar, among which
accounting for almost 33 %, is our most
important foreign currency.

The structure of our investment portfo-
lio did not change significantly in the
year under review. We strongly boosted
our units in unit trusts. As a result of the
launching or increasing of specialized
funds with shares as the investment
focus, the percentage of units in unit
trusts increased to 16.6 % (13.1 %) of
the investments which we manage our-
selves (i.e. excluding deposits retained). Our
overall share ratio – including participations in
private equity funds – thus totalled almost
10 % of our self-managed investments as at
year-end 1996.

Our main area of investment remains in bearer
debt securities and other fixed-income secur-
ities, which continued to account for roughly

DEM

USD

FRF

AUD

GBP

Breakdown of investments 
according to currency

Others

13 %

38 %

2 %

2 %

12 %

33 %
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half of our total portfolio. The additions and
disposals listed under this investment category
in the investment summary also contain
purchases and redemptions of money market
instruments (commercial papers) of around 
DM 3 billion in each case. 

Low inflation rates and moderate economic
growth meant that capital market rates again
remained at a generally low level in 1996. For
this reason, new investments could only be
made at interest rates below the long-term
average. In view of the fact that a fundamental
trend reversal is not anticipated at present, this

will serve to decrease the average inter-
est on investments.

We still attach great importance to the
first-class quality of our investments: more
than 80 % of the bearer and registered
fixed-income securities held in our direct
portfolio have a security rating of AA or
better.

The ordinary income from investments in-
creased only slightly in 1996 from DM
471.8 million to DM 513.6 million due to
higher participation dividends in the prior
year. The extraordinary result was, how-
ever, very favourable compared to pre-

vious years. Whereas the balance from realised
gains and losses and from depreciation on
investments produced a deficit of DM 48.8
million in 1995, the corresponding item in
the year under review showed a profit of DM
44.2 million, i.e. an improvement of more than
DM 90 million.

Derivative financial instruments, which – as in
previous years – were used to hedge securities
and equities, produced overall expenditure of
DM 5.2 million. This amount included depre-
ciation of DM 4.9 million on an equity option
purchased in connection with a life reinsurance
treaty. This expenditure is offset by correspond-
ing profit in the technical account.

Overall income from investments for the year
under review amounted to DM 616.6 million
compared with expenses (including manage-
ment costs) totalling DM 70.3 million. The net
result from investments was therefore DM

546.3 million, as against DM 410.1 million in
the previous year. This corresponds to an im-
provement of more than a third.

2 %

52 %
33 %

9 %

4 %

AAA

AA

BBB

<BBB

A

Rating of the fixed-income securities

Positive impact of the weak
German mark

Strong portfolio growth

Good conditions make 
possible a record result
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Shares, units in unit trusts and other variable-yield securities as well as bearer
debt securities and other fixed-income securities.

Loans to affiliated companies and other loans

Deposits retained

Other Investments

Total
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Human Resources

Hannover Re is the largest single company
within the entire Hannover Re Group, also in
terms of the number of employees. As at the
end of the year under review, a total of 389
employees were employed at our company,
198 of whom were women and 191 men.

Our world-wide presence in the professional
reinsurance market also influences the composi-
tion of our staff, who come from a diverse in-
ternational background; in this context, we
substantially stepped up the exchange of staff
with our foreign subsidiaries in 1996. A further
implication of this policy is that employees who
used to work at our head office in Hannover
have now assumed new duties at our subsi-
diaries and representative offices.

In order to prepare our staff even better for
their deployment abroad, we shall in future
offer seminars aimed at communicating spe-
cific cultural and linguistic skills. As with many of
our training events, we shall use the expertise
available at our company for this purpose.
After being appropriately coached to take on
the role of trainer, members of staff of different
nationalities as well as those with experience
of living and working abroad will pass on their
knowledge to other employees.

This model corresponds to our philosophy of
personnel development and our understanding
of a learning organization: less experienced
staff learn from more seasoned colleagues. The
latter, in turn, acquire through their activities
as speakers or trainers new communicative

skills which go beyond their specialist and
cultural knowledge and can be used to good ef-
fect, not least at meetings and in negotiations
with clients.

Needless to say, in an international environ-
ment the quality of management also plays a
key role. For this reason, we have launched a
campaign involving all the managerial staff at
our company. The programme has three levels,
encompassing the entire management spec-
trum from reflecting management objectives
and practising use of management instruments
to handling selected problems. In this way, we
sensitize our management staff to the specific
demands placed on them and equip them with
the necessary skills.

In this regard, we have also revised and expand-
ed our management tools. Management staff
at all levels thus have at their disposal various
tools which offer them significant support in
the execution of their managerial duties –
from the integration of new employees and
leadership in daily work routines to personnel
development.

We are aware that the expertise and commit-
ment of our employees are of paramount im-
portance to our company. We would therefore
like to take this opportunity to express our ap-
preciation to all the members of staff as well as
to the employee council and the senior man-
ager committee for their contribution to the suc-
cessful development of the 1996 business year.

Affiliated companies

We received an adequate consideration for all
transactions with affiliated companies accord-
ing to the circumstances prevailing at the 
time the transactions were entered into. We

incurred no losses requiring compensation as
defined by § 311 (1) of the Companies Act
(AktG).

Excange of personnel with
foreign subsidiaries

Emphasis on 
management skills
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Outlook

In 1995, the cyclical peak of attainable pre-
mium rates and conditions in the reinsurance
industry was passed; since that time, conditions
have been normalizing, a trend which is continu-
ing during the current year. Premium income in
insurance is showing only marginal growth,
and in some areas it is even declining. Further-
more, following several very favourable busi-
ness years, there has been a substantial rise in
the capacity available in the reinsurance market.
Against this backdrop, growth only makes
sense on a limited basis and in specially selected
markets. Consequently, we anticipate only a 
restrained rise in premium income for the 
current year.

The loss experience has been unexpectedly
favourable so far. Major loss events, such as the
floods in the USA and Canada, will not inflict sig-
nificant losses on international reinsurers. The
slight decline in premiums has thus been offset
so far by the minimal loss burden. Overall, in view
of the fact that there is currently no indication of
a repeat of the unusually high investments in life
business, we can anticipate a substantial easing
of the strain on the technical result.

As far as investments are concerned, we can-
not base our plans on the assumption that the

favourable market conditions which have pre-
vailed to date will continue unchanged. A
general rise in interest rates, even if only a mod-
est scale, must be anticipated at some point.
Although this would generate higher current
income, it would also lead to depreciation re-
quirements for our fixed-interest securities. We
therefore anticipate that our investment result
will not entirely match up to the outstanding
result in the previous year.

All in all, on the basis of the insights which are
available to date, our objective of steadily in-
creasing the profit for the financial year ap-
pears realistic and attainable.

In 1996, we redefined on a Group-wide basis
the tasks of individual subsidiaries within the
Hannover Re Group. The most significant out-
come of this is our new market presence: since
the beginning of this year, Hannover Re has
only been active in foreign markets, while E+S
Rück exclusively services the German market.
This specialization enables us to respond even
more attentively to our clients’ needs. At the
same time, the important regional distribution
of risks will be maintained unchanged by way
of retrocession.

Conditions continuing to
normalize

Moderate growth

Virtually no major losses 
to date 

Easing of the strain on the
technical result

Normalization of the 
investment result

Successful new market 
profile

◆ Deutsche Gesellschaft für 
Versicherungsmathematik e.V., Göttingen

◆ Internationale Vereinigung
der Hagelversicherer, Zurich

◆ Arbeitgeberverband der Versicherungsun-
ternehmen in Deutschland, Munich

◆ Allgemeine Arbeitgebervereinigung
Hannover und Umgebung e.V., Hannover

◆ LIRMA London Insurance and Reinsurance
Market Association, London

◆ RINET S.C., Brussels

Other information

There is an administrative association between
our company and our subsidiary E+S Rück
which covers all administrative functions in
both companies. Taxation matters and structural

property services are largely dealt with centrally
by the HDI Haftpflichtverband der Deutschen
Industrie V. a. G.

Membership of associations and 
institutions
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We intend to propose to the annual general
meeting that the disposable profit should be
distributed as follows:

DM

51 269 097.60

24 570 000.–

60 902.40

75 900 000.–

Payment of a dividend of DM 3.15 on each 
participating bearer share with a nominal value of DM 5.–

Payment of a dividend of DM 630.– on each registered share
with a nominal value of DM 1, 600.– which is partly paid to the amount of 
DM 1, 000.– , and of DM 588.– on each registered share which is partly 
paid to the amount of DM 933.– .

Profit carried forward

Figures in million DM 1996 1995

503.8 458.6

150.0 150.0

1 002.1 827.6

7 153.8 6 442.0

Surplus debenture (Genußrechtskapital)

Subscribed capital and reserves

Contingency fund and similar provisions

Technical provisions

Total capital, reserves and technical provisions 8 809.7 7 878.2

The capital, reserves and technical provisions
constitute the total capital theoretically available
to our company to cover actual and possible obli-
gations. If the Annual General Meeting approves

The capital, reserves and technical provisions
amounted to 312.2 % (284.8 %) of net pre-
miums; this includes the capital and reserves (in-

our proposals for the distribution of the dispos-
able profit, the composition of our capital, re-
serves and technical provisions will be as follows:

cluding Surplus debenture) at 23.2 % (22.0 %)
of net premiums.

Capital, reserves and technical provisions

Proposal for the distribution of profits
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Assets
Figures in DM thousand 

A. Subscribed capital unpaid 
- called-up capital 25 000 25 000

- (1995: -)

B. Intangible assets:
Other intangible assets 13 669 13 190

C. Investments
I. Land and buildings, rights to

land and buildings, leasehold 111 053 119 320

II. Investments in affiliated companies 
and participating interests:
1. Shares in affiliated companies 999 300 994 492
2. Loans to affiliated companies 116 985 46 129
3. Participating interests 148 573 153 349

1 264 858 1 193 970
III. Other financial investments

1. Shares, units in unit trusts and 
other variable-yield securities 1 472 408 1 043 751

2. Bearer debt securities and other 
fixed-income securities 3 957 163 3 498 719

3. Mortgages and loans secured
on land and buildings 11 095 11 425

4. Other  loans
a) Registered debt securities 406 923
b) Debentures and loans 226 116
c) Sundry loans 55 000 688 039 823 254

5. Deposits with banks 344 877 113 678
6. Other 10 10

6 473 592 5 490 837
IV. Deposits with ceding companies 1 759 247 1 393 347

9 608 750 8 197 474

D. Receivables
I. Accounts receivable arising out

of reinsurance operations 428 134 401 602
- from affiliated companies:

6 123 (1995: 7 376)

II. Other receivables 58 441 57 360
- from affiliated companies: 486 575 458 962

46 277 (1995: 26 070)

at 31st December 1996BALANCE SHEET

–––––––––––––––––– 1996 –––––––––––––––––– 1995
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A. Capital and reserves
I. Subscribed capital 145 379 141 341

II. Capital reserve
at 1st January 1996 304 873
Addition 41 191 346 064 304 873

III. Retained earnings
1. Statutory reserve 1 000
2. Other retained earnings

at 1st January 1996 11 400
Allocation from profit for 1996 – 11 400 12 400 12 400

IV. Disposable profit 75 900 70 000
579 743 528 614

B. Surplus debenture (Genußrechtskapital) 150 000 150 000

C. Technical provisions
I. Provision for unearned premiums: 

1. Gross 592 627
2. Less:

reinsurance ceded 78 786 513 841 533 147
II. Life assurance provision:

1. Gross 1 564 147
2. Less:

reinsurance ceded 346 213 1 217 934 925 837
III. Provisions for outstanding claims: 

1. Gross 6 151 231
2. Less:

reinsurance ceded 860 791 5 290 440 4 862 904
IV. Provision for bonuses and rebates:

1. Gross 5 752
2. Less:

reinsurance ceded 2 839 2 913 3 085
V. Contingency fund and similar provisions 1 002 143 827 634

VI. Other technical provisions:
1. Gross 129 908
2. Less:

reinsurance ceded 1 334 128 574 117 080
8 155 845 7 269 687

D. Provisions for other risks and charges
I. Provisions for pensions and 

similar obligations 26 089 23 790
II. Provisions for taxation 57 785 12 292

III. Other provisions 64 902 55 681
148 776 91 763

Liabilities
Figures in DM thousand –––––––––––––––––– 1996 –––––––––––––––––– 1995
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E. Other assets
I. Tangible assets and stocks 13 036 10 366

II. Current accounts with banks, 
cheques and cash in hand 59 730 66 947

72 766 77 313

F. Prepayments and accrued income
I. Accrued interest and rent 91 967 85 790

II. Other accrued income 1 899 365
93 866 86 155

10 300 626 8 858 094

Assets
Figures in DM thousand –––––––––––––––––– 1996 –––––––––––––––––– 1995
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E. Deposits received from
retrocessionaires 568 040 386 251

F. Other liabilities
I. Accounts payable arising out of 

reinsurance operations 644 671 397 877
- to affiliated companies:

145 778   (1995: 113 989)

II. Miscellaneous liabilities 39 165 27 323
- from taxes: 683 836 425 200

508 (1995: 438)
- for social security:

783 (1995: TDM 648)
- to affiliated companies:

22 407 (1995: 9 238)

G. Accruals and deferred income 14 386 6 579

10 300 626 8 858 094

Liabilities
Figures in DM thousand –––––––––––––––––– 1996 –––––––––––––––––– 1995
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Figures in DM thousand 

I. Technical account

1. Earned premiums, net of retrocession
a) Gross premiums written 3 819 090 3 566 903
b) Retrocession premiums 997 314 800 187

2 821 776 2 766 716
c) Change in the gross provision for unearned premiums (+/-) 17 920 - 69 940
d) Change in the provision for unearned premiums,

retrocessionaires´ share (+/-) 31 592 5 631
49 512 - 64 309

2 871 288 2 702 407

2. Allocated investment return transferred from the
non-technical account, net of retrocession 37 928 20 602

3. Other technical income, net of retrocession 33 7

4. Claims incurred, net of retrocession
a) Claims paid

aa)  Gross 2 415 953 1 901 061
bb)  Retrocessionaires´ share 475 488 416 734

1 940 465 1 484 327
b) Change in provisions for outstanding claims

aa)  Gross -165 283 - 442 215
bb)  Retrocessionaires´ share 147 572 71 070

-17 711 - 371 145
1 958 176 1 855 472

5. Change in other technical provisions,
net of retrocession
a) Net life assurance provision -162 397 - 60 140
b) Other net technical provisions -133 - 237

-162 530 - 60 377

6. Bonuses and rebates, net of retrocession 1 751 949

7. Operating expenses, net of retrocession 
a) Gross acquisition expenses 1 052 775 899 761
b) Less:

commissions and profit commissions
received on retrocession 237 094 140 523

815 681 759 238

8. Other technical charges, net of retrocession 4 508 7 903

9. Subtotal - 33 397 39 077

10. Change in contingency fund
and similar provisions -174 509 - 202 977

11. Net technical result - 207 906 -163 900

for the year ended 31st December 1996PROFIT AND LOSS ACCOUNT

––––––––––––– 1996 ––––––––––––– 1995
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Balance brought forward: - 207 906 -163 900

II. Non-technical account

1. Investment income
a) Income from participating interests 69 278 81 386

- affiliated companies:
58 200 (1995: 75 525)

b) Income from other investments
- affiliated companies:

19 428 (1995: 17 504)
aa) Income from land and buildings, rights to

land and buildings, leasehold 13 506
bb) Income from other investments 430 796 444 302 390 385

c) Appreciation on investments 1 204 924
d) Gains of realization of investments 101 794 54 975

616 578 527 670

2. Investment charges
a) Investment management charges,

including interest 12 685 13 840
b) Depreciation 43 709 84 754

- extraordinary depreciation
in accordance with § 277 (3) item 1
16 050 (1995: 28 662)

c) Losses on the realization of investments 13 852 19 021
70 246 117 615

546 332 410 055

3. Allocated investment return transferred to the
technical account - 42 242 - 23 177

504 090 386 878

4. Other income 29 096 32 334

5. Other charges
a) Special allocation to provisions for

outstanding claims 110 007 120 478
b) Miscellaneous charges 76 818 53 491

186 825 173 969
-157 729 -141 635

6. Profit or loss on ordinary activities before tax 138 455 81 343

Figures in DM thousand ––––––––––––––––––– 1996 ––––––––––––––––––– 1995
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Balance brought forward: 138 455 81 343

7. Taxes on profit and income 26 469 8 800
plus allocation for group assessment 35 912 2 499

62 381 11 299

8. Other taxes 435 985
plus allocation for group assessment -66 -143

369 842
62 750 12 141

9. Profit or loss for the financial year 75 705 69 202

10. Profit brought forward from previous year 195 798

11. Disposable profit 75 900 70 000

Figures in DM thousand –––––––––––––––––––– 1996 ––––––––––––––––––– 1995
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APPENDIX

Valuation of assets

The valuation was carried out in accordance with the regulations of §§ 341 b ff. of the Code of
Commercial Law (HGB). The methods have been left unaltered on principle.

Intangible assets and property were valued at the acquisition or construction costs less permitted
tax depreciation.

Shares in affiliated companies and participations are valued on a purchase cost basis. Any necessary
depreciation was taken into account.

Loans to affiliated companies are valued at nominal value less amortisation. 

Shares, units in unit trusts and other variable-yield securities as well as bearer debt securities and
other fixed-income securities are valued according to the strict principle of cost or market value
whichever is lower in accordance with § 341b (2) in conjunction with § 253 (3) of the Code of
Commercial Law (HGB). Lower valuations were retained in accordance with § 280 (2) of the Code of
Commercial Law (HGB). Securities or options which are held to cover specific technical provisions
(life assurance provision) were combined with these in valuation units. We discounted registered
debt securities and borrowers’ note loans to a minor extent.

The valuation of derivative instruments was carried out on a Mark-to-Market basis. The provision for
future losses was set up on this valuation basis.

We valued mortgages and loans secured on land and buildings, registered debt securities, debentures
and loans at nominal value taking into account amortisation. No depreciation was necessary.

We valued deposits with credit institutions, deposit and accounts receivable arising out of reinsurance
operations and other debts at nominal amounts. Valuation adjustments were set up for abnormal
risks.

Fixed assets and stock are valued at the purchase cost less straight-line or declining-balance depre-
ciation. Low-value items were written off in the year of purchase.

Valuation of liabilities

We always entered the provision for unearned premiums, life assurance provision, provisions for
outstanding claims, provisions for bonuses and rebates and other technical provisions as liabilities
according to the information provided by the ceding companies.

The basis for the valuation of the provision for unearned premiums is the reinsurance premium less
92.5 % of the reinsurance commission in accordance with the NRW order dated 29. 5.1974. In
marine insurance the provision for unearned premiums and the provisions for outstanding claims
were regarded as one unit and shown as provisions for outstanding claims. It was determined on the
basis of the so-called English system. The provision is replaced by a provision established in accor-
dance with general principles no later than three years after the year following the year of subscrip-
tion.

Where the provisions indicated by the ceding companies are not expected to be adequate, we have
increased them by appropriate surcharges. Where no information was available from cedents, the
results of new treaties were at least neutralized; other provisions were estimated in the light of pre-
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vious business experience. In some cases, provisions have been determined on an actuarial basis. If
necessary, additional or complete estimates of the corresponding portfolio or profit elements were
carried out where ceding company accounts with substantial premium income were missing. Missing
ceding company accounts with a low premium income were included in the following year; these
transactions would have amounted to less than 1% of gross premiums.

In the Liability, Motor Liability, and Aviation Liability classes we set up IBNR claims reserves for
excess of loss contracts. The calculation was largely carried out in accordance with statistical mathe-
matical methods.

The shares of retroceding companies in the technical reserves were determined on the basis of the
reinsurance contracts.

The contingency fund was set up in accordance with the annex to § 29 of the regulation on the
presentation of insurance company accounts (RechVersV).

The provision for nuclear plants was calculated in accordance with § 30 (2) of the regulation on the
presentation of insurance company accounts (RechVersV).

We calculated the major risk provision for pharmaceutical product liability in accordance with § 30 (1)
of the regulation on the presentation of insurance company accounts (RechVersV).

The provision for pensions was established according to the fractional value method as per § 6a of
the Income Tax Act (EStG). The standard tables of Dr. Klaus Heubeck were used as a basis for this
with an accounting interest rate of 6 %.

In our opinion, the provisions for taxation and other provisions take into account all identifiable risks
and liabilities. We refrained from carrying deferred taxes as assets accounting aid in accordance with
§ 274 (2) of the Code of Commercial Law (HGB).

Other liabilities are valued at nominal amounts.

Currency conversion

We converted the assets and liabilities entered in the balance sheet and the expenses and profit
shown in the profit and loss account, which were operated in foreign currencies, into German mark at
average exchange rates for the respective balance sheet date.

Balance sheet headings taken from the previous year were also converted into German mark at aver-
age exchange rates for the end of the year. In order to reduce currency risks as far as possible, we
have endeavoured to ensure that there is concurrent cover for liability elements by corresponding
asset elements in the different currencies. Where losses have however arisen, these have been shown
as such under other expenses. Where profit occurred, we allocated this to the reserve for currency
risks as non-realised profit. This reserve is released on an annual basis to be added to the profit.

Miscellaneous

The technical interest results in the main from the interest earned on an investment on the basis of
the life assurance provision. Standard methods were used for the calculation.



Change in assets items B., C.I to C. III.
in financial year 1996
Figures in DM thousand

75

on assetsNOTES

B. Intangible assets:
Other intangible assets 13 190 3 012 – 295 2 238 13 669

C. I. Land and buildings, rights to
land and buildings, leasehold 119 320 56 – 1 416 6 907 111 053

C. II. Investments in affiliated companies 
and participating interests:
1. Shares in affiliated companies 994 492 9 647 – 4 164 675 999 300
2. Loans to affiliated companies 46 129 81 380 – 10 524 – 116 985
3. Participating interests 153 349 4 918 – 840 8 854 148 573

4. Total C.II. 1 193 970 95 945 – 15 528 9 529 1 264 858

C. III. Other financial investments:
1. Shares, units in unit trusts and other

variable-yield securities 1 043 751 690 956 – 249 214 13 085 1 472 408
2. Bearer debt securities and other

fixed-income securities 3 498 719 5 462 667 – 4 996 556 7 667 3 957 163
3. Mortgages and loans secured

on land and buildings 11 425 1 713 – 2 043 – 11 095
4. Other loans

a) Registered debt securities 425 147 154 432 15 000 187 656 – 406 923
b) Debentures and loans 398 107 64 930 -30 000 206 921 – 226 116
c) Sundry loans – 40 000 15 000 – – 55 000

5. Deposits with banks 113 678 231 199 – – – 344 877
6. Other 10 – – – – 10

7. Total C.III. 5 490 837 6 645 897 – 5 642 390 20 752 6 473 592

Final total 6 817 317 6 744 910 – 5 659 629 39 426 7 863 172

Book values Additions Transfers Disposals Depreciation Book values
31.12.1995 31.12.1996

Land and buildings and rights to land and buildings

On 31.12.1996 the company had at its disposal seven developed properties with business and other buildings, one property with
residential buildings, one undeveloped property and shares of DM 42,909 thousand in two developed properties.
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Name and registered office Participation Capital and reverses Result for
of the company (in %) (§266 (3) German the last

Figures in currency units of 1 000 Commercial Code) financial year

Shares in affiliated companies

Companies resident in Germany

E+S Rückversicherungs-AG,
Hannover, Germany 53.90 DM 250 349 DM 15 100

■■■ holds 45.00 % of the shares in:
GbR Hannover
Rückversicherungs-AG/
E+S Rückversicherungs-AG
Grundstücksgesellschaft,
Hannover, Germany DM 75 738 DM -1 657

■■■ holds 100.00 % of the shares in:
E+S Reinsurance (Ireland) Limited,
Dublin, Irleand DM 224 094 DM 20 151

■■■ holds 33.33 % of the shares in:
Hannover Services 
(Ireland) Limited,
Dublin, Ireland DM 180 DM -25

■■■ holds 50.00 % of the shares in:
Hannover Life Re of Australasia Ltd,
Sydney, Australia AUD 113 364 AUD 21 514

■■■ holds 16.67 % of the shares in:
WeHaCo Kapitalbeteiligungs-
gesellschaft mbH, 
Berlin, Germany DM 78 224 DM 2 583

GbR Hannover Rückversicherungs-AG/
E+S Rückversicherungs-AG 
Grundstücksgesellschaft,
Hannover, Germany 45.00 DM 75 738 DM -1 657

GGA Großgemeinschafts-Antennenanlagen 
Lizenz- und Betriebs-GmbH, 
Hannover, Germany 100.00 DM -13 053 DM - 883

HDI Immobilienfonds Nr. 4 Nürnberg Bucher KG,
Munich, Germany 99.77 DM - 700 DM - 2 322

Shares in affiliated companies and participations

Our major shares in affiliated companies and participations are shown below. We have not listed
companies of subordniate economic importance which have no significant influence on our assets,
financial positon or profits.

A complete list of shareholdings has been compiled separately in accordance with § 287 of the Code
of Commercial Law (HGB) and is deposited with the Hannover Trade Registry under HRB 6778.
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Companies resident abroad

Hannover Life Re of Australasia Ltd,
Sydney, Australia 50.00 AUD 113 364 AUD 21 514

Reassurance Company of Hannover,
Orlando, USA 100.00 USD 46 295 USD - 3 864

Hollandia Holdings (Pty) Limited,
Johannesburg, South Africa 52.00 ZAR 126 798 ZAR 2 503

■■■ holds 100.00 % of the shares in:
Hollandia Reinsurance Company Ltd,
Johannesburg, South Africa ZAR 143 851 ZAR 19 583

■■■ holds 80.00 % of the shares in:
Hillside House (Pty) Ltd,
Johannesburg, South Africa ZAR 18 ZAR 4

■■■ holds 100.00 % of the shares in:
Hollandia Life Reassurance Company Ltd, 
Johannesburg, South Africa ZAR 11 000 ZAR 1 500

■■■ holds 20.00 % of the shares in:
Hillside House (Pty) Ltd,
Johannesburg, South Africa ZAR 18 ZAR 4

■■■ holds 100.00 % of the shares in:
Indoc Holdings S.A.,
Luxemburg, Luxembourg CHF 2 711 CHF 82

■■■ holds 100.00 % of the shares in:
Coral Reinsurance Ltd,
Port Louis, Mauritius MUR 48 831 MUR 5 802

■■■ holds 100.00 % of the shares in:
Lireas Holdings (Pty) Ltd,
Johannesburg, South Africa ZAR 1 911 ZAR 171

Insurance Corporation of Hannover, 
Chicago, USA 100.00 USD 114 429 USD 7 316

International Insurance 
Company of Hannover Ltd, 
London, Great Britain 100.00 GBP 27 103 GBP 2 833

Hannover Reinsurance 
(Ireland) Ltd,
Dublin, Ireland 100.00 DM 299 783 DM 37 650

■■■ holds 33.33 % of the shares in:
Hannover Services (Ireland) Ltd, 
Dublin, Ireland DM 180 DM - 25

Name and registered office Participation Capital and reverses Result for
of the company (in %) (§266 (3) German the last

Figures in currency units of 1 000 Commercial Code) financial year



Other receivables

Receivables from affiliated companies 46 277 26 070
Interest and rent due 4 395 9 720
Receivables from the revenue authorities 4 250 17 780
Receivables from the sale of securities 1 423 933
Reveiveables from the sale of options 1 375 267
Receivables from the sale of property – 1 802
Other receivables 721 788

Total 58 441 57 360
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Participations

Hannover Finanz Vermögens-
Verwaltungs GmbH, 
Hannover, Germany 32.91 DM 106 050 DM 9 179

■■■ holds 100.00 % of the shares in:
Hannover Finanz GmbH, 
Beteiligungen und Kapitalanlagen, 
Hannover, Germany DM 102 965 –

Heizkraftwerk Römerbrücke
ZWO GmbH & Co., Betriebs OHG, 
Saarbrücken, Germany 26.32 DM 30 554 DM 2 784

ITAS Assicurazioni S.p.A.,
Trient, Italy 40.00 ITL 54 531 837 ITL 426 630

ITAS Vita S.p.A.,
Trient, Italy 30.00 ITL  55 079 799 ITL - 922 817

WeHaCo Kapitalbeteiligungsgesellschaft mbH,
Berlin, Germany 16.67 DM 78 224 DM 2 583

Other investments

In accordance with § 280 (2) of the Code of Commercial Law (HGB), increased valuations of DM 
52,557 thousand were omitted in the 1996 financial year.

Name and registered office Participation Capital and reverses Result for
of the company (in %) (§266 (3) German the last

Figures in currency units of 1 000 Commercial Code) financial year

Figures in DM thousand 1996 1995
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Accruals and deferred income

Accrued interest and rent 91 967 85 790
Deferred premium on bonds 1 845 42
Other accrued income 54 323

Total 93 866 86 155

Other

Assets with a balance sheet value of DM 1,116,387 thousand (DM 979,196 thousand) have been
blocked as security for ceding companies. At times security deposits were made available to banks
for security loan transactions in favour of third parties.

Figures in DM thousand 1996 1995



Subscribed capital

The subscribed capital consists of 16,275,904 bearer shares in nominal value of DM 5.- and 40,000
registered shares in nominal value of DM 1,600.- . 25,000 registered shares are paid-up at DM
1,000.- , and 15,000 registered shares are paid-up at DM 933.33. This produces an overall payment
ratio of 82.8 % on the total subscribed capital. There is further authorised capital of DM 19,098
thousand with a time limit of 1.7.1999.

Surplus debenture (Genußrechtskapital)

The Surplus debenture issued in 1993 amounting to DM 150,000 thousand has a term of 10 years.
The interest is 7.55 %.

Provision for unearned premiums

Fire 134 737 115 491 141 460 127 275
Liabilityt 93 294 85 727 106 520 100 942
Personal accident 8 898 7 438 8 411 7 448
Motor 31 988 23 360 30 071 23 543
Aviation 26 353 21 750 18 185 19 838
Life 117 466 104 125 77 299 74 091
Other classes 179 891 155 950 196 322 180 010

Total 592 627 513 841 578 268 533 147

Life assurance provisions

Insurance class –––––– 1996 –––––– –––––– 1995 ––––––
Figures in DM thousand gross net gross net

Life 1 553 032 1 206 819 1 141 923 925 837
Other classes 11 115 11 115 – –

Total 1 564 147 1 217 934 1 141 923 925 837
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on liabilitiesNOTES

Insurance class –––––– 1996 –––––– –––––– 1995 ––––––
Figures in DM thousand gross net gross net

Insurance class –––––– 1996 –––––– –––––– 1995 ––––––
Figures in DM thousand gross net gross net



81

Provisions for outstanding claims

Outstanding loss reserve

Fire 480 602 340 365 492 200 367 828
Liability 2 734 998 2 535 280 2 444 198 2 306 809
Personal accident 80 537 75 034 68 040 62 424
Motor 1 297 209 1 055 239 1 181 185 995 081
Aviation 239 366 202 996 188 825 155 054
Marine 290 980 261 355 265 989 241 726
Life 104 859 100 686 71 487 67 959
Other classes 914 184 711 121 835 059 658 545

6 142 735 5 282 076 5 546 983 4 855 426

Provision for annuities

Liability 859 823 460 422
General accident 1 099 1 099 1 178 1 165
Motor 6 538 6 442 6 051 5 891

8 496 8 364 7 689 7 478

Total 6 151 231 5 290 440 5 554 672 4 862 904

Contingency fund and similar provisions

Contingency fund

Fire 205 896 10 907 – 216 803
Liability 112 234 20 117 – 132 351
Motor 48 638 – 15 475 33 163
Aviation 50 609 6 848 284 57 173
Marine 86 542 23 918 – 110 460
Other classes 277 367 144 701 11 103 410 965

781 286 206 491 26 862 960 915

Provisions which are similar to the
contingency fund – major risks –

Liability 10 249 1 128 – 11 377
Fire 9 500 – 9 500 –
Other classes 26 599 3 252 – 29 851

Total 827 634 210 871 36 362 1 002 143

Insurance class –––––– 1996 –––––– –––––– 1995 ––––––
Figures in DM thousand gross net gross net

Insurance class Position at Addition Withdrawal Position at
Figures in DM thousand 1.1.1996 and release 31.12.1996
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Other technical provisions

Profit commission 106 298 106 100 98 602 98 738
Commissions 17 327 17 327 13 296 13 296
Premium cancellation 6 141 5 005 5 267 4 834
Lay-up reserve 142 142 176 176
Road traffic accident victim assistance – – 36 36

Total 129 908 128 574 117 377 117 080

Technical provisions – total

Fire 838 449 678 964 853 988 715 420
Liability 3 052 414 2 842 254 2 741 131 2 595 097
Personal accident 91 689 84 333 78 096 71 498
Motor 1 374 445 1 123 117 1 281 424 1 088 215
Aviation 328 378 287 263 259 588 227 345
Marine 403 290 373 531 354 314 330 026
Life 1 776 863 1 413 109 1 292 391 1 069 959
Other classes 1 580 279 1 353 274 1 364 957 1 172 127

Total 9 445 807 8 155 845 8 225 889 7 269 687

Provisions for other risks and charges

Provisions for pensions and similar liabilities 26 089 23 790
Provisions for taxation 57 785 12 292
Provisions for currency risks 34 085 37 706
Provisions for interest 12 400 –
Provisions for outstanding payments 7 161 5 843
Provisions for securities and forward exchange business 4 950 4 267
Provisions for annual accounts costs 1 951 1 767
Provisions for litigation risks 1 031 3 575
Other provisions 3 324 2 523

Total 148 776 91 763

Type of provision –––––– 1996 –––––– –––––– 1995 ––––––
Figures in DM thousand gross net gross net

Insurance class –––––– 1996 –––––– –––––– 1995 ––––––
Figures in DM thousand gross net gross net

Figures in DM thousand 1996 1995
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Other liabilities

1996 1995
TDM TDM

Liabilities in respect of affiliated companies 22 407 9 238
Liabilities from interest on surplus debenture 11 325 11 325
Liabilities from deliveries and services 2 736 1 064
Liabilities from outstanding social security contributions 783 648
Liabilities in respect of the revenue authorities 508 438
Liabilities from land and buildings 165 3 060
Liabilities from interest on registered debt securities – 326
Other liabilities 1 241 1 224

Total 39 165 27 323

Deferred items

1996 1995
TDM TDM

Disagio 10 797 2 889
Long-term tenancy rights 3 241 3 480
Other accruals and deferred income 348 210

Total 14 386 6 579

Liability conditions

There are no liability conditions which are not shown in the annual balance sheet or liabilities
arising from the issue of bills or cheques.

Figures in DM thousand 1996 1995

Figures in DM thousand 1996 1995
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on the profit and loss accountNOTES

Gross claims incurred 2 581 236 2 343 276

Gross operating expenses 1 052 775 899 761

Reinsurance balance 105 567 166 229

Gross premiums Gross premiums Net premiums Technical
written earned earned result for

own account

Figures in DM thousand 1996 1995 1996 1995 1996 1995 1996 1995

Fire 660 475 694 767 672 580 679 148 434 233 462 132 47 015 6 154

Liability 505 659 459 444 524 934 449 950 479 129 425 293 -79 695 -54 731

Personal accident 72 024 59 308 72 003 58 194 62 192 50 598 -14 785 6 335

Motor 780 227 830 909 778 921 831 592 461 934 600 531 7 968 -23 231

Aviation 206 472 172 748 199 807 169 880 165 046 143 439 13 747 23 990

Marine 197 521 203 496 197 521 203 496 163 572 176 063 -1 796 -17 511

Other insurance classes 892 818 815 339 919 974 784 365 681 956 580 268 -97 456 -68 793

Total damage and accident insurance 3 315 196 3 236 011 3 365 740 3 176 625 2 448 062 2 438 324 -125 002 -127 787

Life 503 894 330 892 471 270 320 338 423 226 264 083 -82 904 -36 113

Total insurance business 3 819 090 3 566 903 3 837 010 3 496 963 2 871 288 2 702 407 -207 906 -163 900

Expenses on personnel

1. Wages and salaries 35 765 31 695
2. Social security payments and expenses for welfare 6 972 5 401
3. Expenses for old-age pension scheme 1 651 2 736

4. Total expenses 44 388 39 832

Total insurance business

Figures in DM thousand 1996 1995

Figures in DM thousand 1996 1995
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Other income

Exchange rate gains 17 116 17 546
Profit from services 5 291 3 717
Cancellation of value adjustments 2 264 3 919
Allocated investment return 1 982 3 571
Profit from clearing house business 609 1 175
Release of non-technical provisions 96 463
Other income 1 738 1 943

Total 29 096 32 334

Expenses for investments

Shares, units in unit trusts 13 858 44 139
Shares in affiliated companies and participations 10 183 14 000
Fixed-income securities 9 890 18 926
Administrative expenses 8 744 7 762
Land and buildings 8 389 9 985
Registered debt securities, debentures and loans 8 210 13 125
Deposits 6 520 2 676
Derivative financial instruments 2 689 5 758
Deposit and bank fees 1 763 1 244

Total 70 246 117 615

Figures in DM thousand 1996 1995

Figures in DM thousand 1996 1995
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Other expenses

Allocations to the provisions for outstanding claims 110 007 120 478

Exchange rate losses 17 302 13 593
Allocation to interest provisions 12 400 –
Interest charges on Surplus debenture (Genußrechtskapital) 11 325 11 325
Deposit interest 10 833 10 681
Separate value adjustment on accounting debts 9 967 3 435
Expenses for the whole company 7 088 5 173
Expenses for letters of credit 3 319 3 175
Expenses from services 3 171 2 445
Interest charges from the clearinghouse business 2 465 1 951
Interest charges on old-age pension scheme 1 475 1 271
Financing interest 423 501
Depreciation on other assets 150 1 248
Other interest and expenses 1 214 1 268

191 139 176 544
Less:
Technical interest 4 314 2 575

Total 186 825 173 969

Other information

The names of the members of the Supervisory Board and Executive Board are listed on page 2.

Salaries of DM 175 thousand were received by the Supervisory Board and DM 2,902 thousand by the
Executive Board in the year under review. The salaries of former directors and their surviving depend-
ants amounted to DM 405 thousand, and a liability of DM 5,856 thousand was entered.

The following loans which are secured on mortgages or by land charges have been granted to board
members:

Position at Addition Amortisation Deduction Position at Interest rate
Figures in DM thousand 1.1.1996 transfer 31.12.1996 %

Supervisory board 113 – 5 – 108 5.5
Executive board 448 250 19 223 456 5.5

The loans end between the years 1997 and 2018.

Figures in DM thousand 1996 1995



The company has not entered into any liability arrangements for members of the boards.

The average number of employees was 378 in the financial year.

The parent company of the group is the HDI Haftpflichtverband der Deutschen Industrie V. a. G.,
Hannover, and the figures from our annual accounts are included in its consolidated annual
accounts. The consolidated annual accounts are lodged in the Register of Companies at Hannover
county court.

Hannover, 17th July 1997

Executive Board

Zeller                                           Dr. Hecker                                           Dr. Becke

Haas                                            Lohmann                                          Schubach
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Certificate by the Independent Auditors

The original legal German financial statement for Hannover Re is certified by the auditors as follows:

The accounting and the annual final statement, which we have audited in accordance with 
professional standards, comply with the legal provisions. With due regard to the generally accepted
accounting principles the annual financial statement gives a true and fair view of the assets, liabil-
ities, financial position and profit or loss of Hannover Rückversicherungs-AG. The management
report is consistent with the annual financial statement.

Hannover, 18th July 1997

PMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftsprüfungsgesellschaft

Dr. Geib Kollenberg 
Wirtschaftsprüfer Wirtschaftsprüfer

(Certified Public Accountants)
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ReportSUPERVISORY BOARD´S

We supervised the management of the com-
pany regularly during 1996 on the basis of
written and verbal reports from the Executive
Board. In the year under review, we took the
decisions required of us at three meetings and
several times by written resolutions. We recei-
ved quarterly written reports from the Executive
Board on the course of business and the position
of the company. All in all, we were involved in
decisions taken by the Executive Board as
required by our statutory responsibilities and
those placed upon us by the company’s Articles
of Association. The development of our major
subsidiaries was also included in our consulta-
tions. 

As part of the implementation of important
individual projects, we were involved inter alia
in the approval of the reformulation of the
strategic principles and objectives. This strat-
egy document laid the foundation upon which
the Hannover Re Group will continue to assert
its position in the global market as a profitable,
significant and independent reinsurance group.

The repositioning of the Hannover Re Group
constituted a further highly significant topic. In
accordance with the approved concept, with
effect from the beginning of 1997 Hannover
Re has no longer been acting as a reinsurer in
Germany, and has been concentrating its
activities exclusively on foreign markets. Since
the above-mentioned date, E+S Rück – in
which Hannover Re holds 53.9 % of the share
capital – has ceased to operate independently
in foreign markets and has developed into a
specialist reinsurer for the German market. We
expect that in the future this repositioning will
enable the Hannover Re Group to continue to
expand both its market shares and its profitab-
ility in a rapidly changing market environment. 

In addition, we again devoted close attention
to the company’s capital and reserves in the
year under review. The share capital was
increased from approved capital by the nom-
inal amount of approximately DM 4 million to
more than DM 145 million by way of a capital
increase though contributions in kind using the
pay-out-take-back method.

Furthermore, the Supervisory Board approved
new rules of procedure for the Executive Board.
The purpose is to ensure that in the interests 
of all the company’s shareholders decision-
making processes are organized with a view to
being cost-effective, quick and unbureaucratic. 

The accounting, the annual report and the Ex-
ecutive Board’s report were examined by KPMG
Deutsche Treuhand-Gesellschaft Aktiengesell-
schaft Wirtschaftsprüfungsgesellschaft (KPMG
DTG), Hannover, and an unqualified audit cer-
tificate was issued. We have no comment to
make on the auditors’ report, and we agree
with their findings. 

The consolidated Group report and accounts
for 1996 prepared voluntarily by the Executive
Board as well as the auditors’ report on the
consolidated accounts were submitted to the
Supervisory Board for information. 

The Executive Board’s report on the company’s
dealings with affiliated companies has likewise
been examined by KPMG DTG and given the
following unqualified audit certificate: 

„Having audited the report in accordance with
our professional duties, we confirm that

1. its factual details are correct,

2. in the case of the transactions detailed in
the report, the expenditure of the company
was not unreasonably high,

3. in the case of the measures specified in the
report, there are no circumstances which
would point to an assessment which differs
significantly from that of the Executive
Board.“

We have examined both the Executive Board’s
report and the auditors’ report on the com-
pany’s dealings with affiliated companies and
found everything to be in order. In the light of
our examination, we make no objection to the
statement by the Executive Board at the end of
its report on dealings with affiliated com-
panies. 
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Nor have we any objection to the Executive
Board’s overall report; we agree to the 1996
annual accounts, which are hereby duly con-
firmed. We approve the Executive Board’s pro-
posal for the distribution of the disposable pro-
fit for 1996. 

Dr. Jürgen Brenzel’s term of office on the Exec-
utive Board came to an end on 28 February
1997. The Supervisory Board expressed its
recognition and appreciation of Dr. Brenzel’s

service, which spanned almost 10 years, and
thanked him for his contribution to the devel-
opment of the company. 

Hannover, 5th August 1997

For the Supervisory Board

Baumgartl 
Chairman
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Australia
Hannover Rückversicherungs-AG
Chief Agency – Australian Branch
c/o Littlewood Services  Pty Ltd
G. P. O. Box 3973
Sydney, NSW 2001
Telephone  (2) 92 74 30 00
Fax (2) 92 74 30 33

Hannover Life Re of Australasia Ltd
Level 7
70 Phillip Street
Sydney, NSW 2000
Telephone (2) 92 51 69 11
Fax (2) 92 51 68 62

Canada
Hannover Rückversicherungs-AG
Chief Agency – Canadian Branch
3650 Victoria Park Avenue, Suite 201
North York, Ontario M2H 3P7
Telephone (4 16) 4 96 11 48
Fax (4 16) 4 96 10 89
Telex 6 986 230

Hannover Rückversicherungs-AG
Facultative Office – Canadian Branch
150 York Street, Suite 1008
Toronto, Ontario M5H 3S5
Telephone (4 16) 8 67 97 12
Fax (4 16) 8 67 97 28

China
Hannover Rückversicherungs-AG
Shanghai Representative Office
Office #9
Suite 435 (East Tower)
The Shanghai Centre
1376 Nan Jing West Road
Shanghai 200040
Telephone (21) 62 79 86 53
Fax (21) 62 79 88 02

Great Britain
Hannover Services Ltd
3rd Floor, Fountain House
130 Fenchurch Street
London EC3M 5DJ
Telephone (1 71) 6 26 02 11
Fax (1 71) 6 23 37 53

International Insurance Company 
of Hannover Ltd
Bishopsgate House
Tollgate
Eastleigh
Hants SO53 3YA
(Administration)
Telephone (17 03) 64 44 55
Fax (17 03) 64 46 68

Greece
Mediterranean Reinsurance 
Services Ltd
P. O. Box 51177
14510 Kifissia, Athen
Telephone (1) 6 20 55 65
Fax (1) 6 20 55 61
Telex 223 561 medr gr

Ireland
Hannover Reinsurance (Ireland) Ltd
50, Dawson Street
Dublin 2
Telephone (1) 6 71 86 81
Fax (1) 6 71 80 82

Hannover Services (Ireland) Ltd
50, Dawson Street
Dublin 2
Telephone (1) 6 71 82 22
Fax (1) 6 71 80 82

Italy
Hannover Ri Servizi Tecnici srl
Viale Vittorio Veneto, 32
20124 Mailand
Telephone (2) 29 00 47 89
Fax (2) 29 00 47 92

Japan
Hannover Rückversicherungs-AG
Representative Office Tokyo
4th Floor, Surugadai-Sky Building
2-3-16, Kanda Surugadai
Chiyoda-ku, Tokyo
Telephone (3) 32 92 85 31
Fax (3) 32 92 91 35

Malaysia
Hannover Rückversicherungs-AG
Malaysian Branch
Business Suite 19A-9-1, Level 9
UOA Centre, No. 19 Jalan Pinang
50450 Kuala Lumpur
Telephone (3) 2 64 51 22/2 64 51 10
Fax (3) 2 64 51 29

South Africa
Hannover Services RSA (Pty) Ltd
P. O. Box 62210
Marshalltown 2107
Telephone (11) 7 89 26 66
Fax (11) 7 89 53 60

Hollandia Holdings (Pty) Ltd
P. O. Box 10842
Johannesburg 2000
Telephone (11) 4 84 42 70
Fax (11) 4 84 33 30/4 84 33 32
Telex 423 564/423 565

Taiwan
Hannover Rückversicherungs-AG
Representative Office Taipei
Room A 2, 12th Floor
296 Jen Ai Road, Section 4
Taipei, Taiwan R.O.C.
Telephone (2) 7 01 10 96
Fax (2) 7 04 81 17

USA
Hannover Rückversicherungs-AG
Representative Office USA
1901 North Roselle Road, Suite 1040
Schaumburg, Illinois 60195
Telephone (8 47) 3 10 38 50
Fax (8 47) 3 10 38 56

Insurance Corporation of Hannover
Equitable Plaza
3435 Wilshire Blvd., Suite 700
Los Angeles, California 90010
Telephone (2 13) 3 80 88 22
Fax (2 13) 3 86 20 62
Telex 673 621

Reassurance Company of Hannover
800 N. Magnolia Avenue
Suite 1000
Orlando, Florida 32803-3251
Telephone (4 07) 6 49 84 11
Fax (4 07) 6 49 83 22

of the Hannover Re Group abroadBRANCH OFFICES AND SUBSIDIARIES
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Glossary of technical terms

Accumulation loss: sum of several individual losses incurred by various policyholders as a result 
of the same loss event. This may lead to a higher loss for the direct insurer or reinsurer if several
affected policyholders are insured by the said company.  

Alternative risk transfer: use of the capacity available on the capital markets to cover insurance
risks, e.g. through the securitization of natural catastrophe risks if such risks are no longer fully in-
surable by the direct insurance and reinsurance industries.

Capital, reserves and technical provisions: an insurer’s capital and reserves, also including the provi-
sions committed to technical business and the contingency fund. Total maximum funds available to
offset liabilities. 

Cedant: direct insurer or reinsurer, which passes on (cedes) shares of its insured or reinsured risks to a
reinsurer in exchange for premium. 

Claims incurred, net of retrocession: sum total of paid claims and provisions for loss events which
occurred in the business year; this item also includes the result of the run-off of the provisions for loss
events from previous years; in each case, after the deduction of own reinsurance cessions. 

Contingency fund: provision for the equalization of substantial fluctuations in the claims experience
of individual classes of business over several years. 

Cost ratio: operating expenses in relation to the net premium written. 

Deposits with ceding companies/deposits received from retrocessionaires: collateral provided to
cover insurance liabilities which a (re-)insurer retains from the liquid funds which it is to pay to a rein-
surer under a reinsurance treaty. In this case, the retaining company shows a deposit received, while
the company furnishing the collateral shows a deposit with a ceding company. 

Direct insurer (also: primary insurer): company which accepts risks in exchange for an insurance
premium, and which has a direct contractual relationship to the policyholder (private individual,
company, organization). 

Economic loss: total loss incurred by the affected economy as a whole following the occurrence of a
loss. The economic loss must be distinguished from the insured loss. The insured loss reflects the
total amount of losses covered by the insurance industry (direct insurers and reinsurers). 

Excess of loss treaty: cf. ➞  Non-proportional reinsurance

Exposure: level of danger inherent in a risk or portfolio of risks; this constitutes the basis for premium
calculations in reinsurance.

Facultative reinsurance: specially negotiated participation on the part of the reinsurer in a particu-
lar individual risk assumed by the direct insurer. This is in contrast to  ➞  obligatory (also: treaty)
reinsurance.

Financial reinsurance: reinsurance with limited potential for profits and losses; the primary objective
is to strive for risk equalization over time and to stabilize the  ➞  cedant’s balance sheet.
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Gross/Retro/Net: gross items constitute the relevant sum total deriving from the acceptance of
direct insurance policies or reinsurance treaties; retro items constitute the relevant sum total deri-
ving from own reinsurance cessions. The difference is the corresponding net item (gross – retro = net,
also: for own account).

IBNR (Incurred but not reported) reserve: provision for claims which have already occurred but
which have not yet been reported.

Life assurance provision: value arrived at using mathematical methods for future liabilities (present
value of future liabilities minus present value of future incoming premiums), primarily in life and
health insurance.

LOC (Letter of Credit): bank guarantee; at the request of the guaranteed party, the bank undertakes
to render payment to the said party up to the amount specified in the LOC. This method of providing
collateral in reinsurance business is typically found in the USA, for example. 

Loss ratio: percentage share of loss expenditure in the  ➞  retention relative to the net premiums
earned.

Major loss: loss which has special significance for the direct insurer or reinsurer due to the amount
involved; it is defined as a major loss in accordance with a fixed loss amount or other criteria. 

Matching currency cover: coverage of technical liabilities in foreign currencies by means of corres-
ponding investments in the same currency in order to avoid exchange-rate risks.

Net: cf. ➞  Gross/Retro/Net

Non-proportional reinsurance: reinsurance treaty under which the reinsurer assumes the loss ex-
penditure in excess of a particular amount  ➞  (priority) (e.g. under an excess of loss treaty). This is in
contrast to  ➞  proportional reinsurance. 

Obligatory reinsurance (also: treaty reinsurance): reinsurance treaty under which the reinsurer par-
ticipates in a  ➞  cedant’s total, precisely defined insurance portfolio. This is in contrast to  ➞  facul-
tative reinsurance.

Portfolio: all risks assumed by a direct insurer or reinsurer on an overall basis or in a defined sub-seg-
ment (e.g. class of business, country).

Premium: agreed remuneration for the risks accepted from an insurance company. Unlike the earned
premiums, the written premiums are not deferred. 

Priority: direct insurer’s loss amount stipulated under  ➞  non-proportional reinsurance treaties; if
this amount is exceeded, the reinsurer becomes liable to pay. The priority may refer to an individual
loss, an  ➞  accumulation loss or the total of all annual losses. 

Proportional reinsurance: reinsurance treaties on the basis of which shares in a risk or  ➞  portfolio
are reinsured under the prevailing original conditions.  ➞  Premiums and losses are shared propor-
tionately on a pro-rata basis. This is in contrast to  ➞  non-proportional reinsurance. 
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Provision: liability item as at the balance sheet date to discharge obligations which exist but whose
extent and / or due date is / are not known. Technical provisions, for example, are for claims which
have already occurred but which have not yet been settled, or have only been partially settled 
(= provision for outstanding claims, abbreviated to: claims provision).

Provision for unearned premiums: premiums written in a financial year which are to be allocated to
the following period on an accrual basis. This item is used to defer written premiums.

Rate: percentage rate of the reinsured portfolio which is to be paid to the reinsurer as reinsurance
premium under a  ➞  non-proportional reinsurance treaty. 

Reinsurer: company which accepts risks or portfolio segments from a  ➞  direct insurer or another
reinsurer in exchange for an agreed premium. 

Reserve ratio: ratio of (gross or net) technical provisions to the (gross or net) premiums.

Retention: the part of the accepted risks which an insurer / reinsurer does not reinsure, i.e. shows 
as  ➞  net. (Retention ratio: percentage share of the retention relative to the gross premiums
written).

Retro: cf. ➞  Gross / Retro / Net

Retrocession: ceding of risks or shares in risks which have been reinsured. Retrocessions are ceded to
other reinsurers in exchange for a pro-rata or separately calculated premium. 

Technical result: the balance of income and expenditure which are allocated to the insurance busi-
ness and shown in the technical profit and loss account (after additional allowance is made for the
allocation to / withdrawal from the contingency fund: net technical result).
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