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Cash flow affects the reinsurance price calculation
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Net premium 

earned

Discount effect on

P&C net loss reserves

(% of NPE)

Capital margin 

above risk free 

(pre-tax)

Maximum 

tolerable

Combined Ratio

As at March 2018

NPE +  Economic revaluation  - Capital margin     = MtCR

+  - =

2018: 100% + 3.6% - 7.4% = 96.2%

2017: 100% + 3.8% - 7.7% = 96.1%

2016: 100% + 3.4% - 7.4% = 96.0%

2015: 100% + 3.8% - 7.6% = 96.3%
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MtCR varies substantially by line of business
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2018

As at March 2018

* All lines of Property & Casualty reinsurance except those stated separately

North America*

Continental Europe* 

Marine

Aviation

Credit, surety and political risks

Facultative R/I

Cat XL

Worldwide Treaty R/I*

Total Property & Casualty R/I

Capital marginNet premium earned (100%) MtCREconomic revaluation

UK, Ireland, London market and direct

+ - =

Structured R/I and ILS

7.4%

2.2%

15.5%

7.5%

9.2%

6.8%

9.0%

8.4%

13.6%

7.5%

12.0%

3.6%

0.7%

4.0%

3.3%

5.0%

4.9%

3.1%

5.5%

3.2%

3.4%

7.1% 95.1%

95.9%

89.6%

97.0%

94.1%

95.8%

88.6%

95.8%

96.2%

98.1%

98.5%
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How we calculate the technical P&C reinsurance cash flow
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Premium

Expenses and losses

Income from deposit accounting

Cash flow

Deposits and interest

-

+/-

+

=
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A typical single contract cash flow development
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Development of cash flow in the reinsurance market
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Reinsurance market cash flow from premium income in % of net premium written
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25%
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Source: based on A.M. Best

Explanation and definition



Explanation and definition P&C R/I cash flow - FY P&C R/I cash flow - UY Conclusion

Development of Hannover Re's P&C reinsurance cash flow
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Hannover Re's P&C reinsurance cash flow by type of contract
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Average P&C cash flow over the cycles

8

485
379

674
517

1,004

681

829

929

1,489

1,059

1,503
1,447

302

515

908

1,248

2002 2005 2006 2009 2010 2013 2014 2017

Proportional cash flow Non-proportional cash flow P&C EBIT

(average) in m. EURP&C cash flow vs. EBIT (FY)

- - - -

P&C R/I cash flow - FY



Explanation and definition P&C R/I cash flow - FY P&C R/I cash flow - UY Conclusion

The largest contributors to the P&C cash flow
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Taking a deeper look at the US
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Extreme hard market in aviation after WTC
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NatCat XL, an above-average cash flow contributor
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P&C reinsurance cash flow from an underwriting-year angle
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Total P&C reinsurance cash flow build-up (UY) in m. EUR

In absolute terms
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P&C reinsurance cash flow from an underwriting-year angle
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Total P&C reinsurance cash flow build-up (UY) in %

In relative terms
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Sample: treaty North America
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North America cash flow build-up (UY) in %

In relative terms
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Sample: treaty Asia
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Asia cash flow build-up (UY)

In relative terms
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Sample: treaty Europe (excl. UK)
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Europe (excl. UK) cash flow build-up (UY) in %

In relative terms
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Sample: treaty NatCat XL
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A balance sheet made of concrete
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P&C balance sheet structure of Hannover Rück SE

Our liabilities are secured by sound assets

Investments: 

EUR 34 bn.

Technical provisions: 

EUR 30 bn. 

Conclusion
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Conclusion

20

 Strong balance sheet

 Cash flow covers EBIT + costs (incl. increase in future claims provisions, if any)

 Non-proportional business creates desired cash flow

 Appropriate mix of proportional and non-proportional business allows the financing 

of increasing liabilities

 Cycle management is critical for cash flow build-up

 “Cash flow underwriting” is important and is becoming even more important in the 

years to come

 Translates into funds available for investment

Conclusion
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Disclaimer

This presentation does not address the investment objectives or financial situation of any particular person or 

legal entity. Investors should seek independent professional advice and perform their own analysis regarding 

the appropriateness of investing in any of our securities.

While Hannover Re has endeavoured to include in this presentation information it believes to be reliable, 

complete and up-to-date, the company does not make any representation or warranty, express or implied, as 

to the accuracy, completeness or updated status of such information. 

Some of the statements in this presentation may be forward-looking statements or statements of future 

expectations based on currently available information. Such statements naturally are subject to risks and 

uncertainties. Factors such as the development of general economic conditions, future market conditions, 

unusual catastrophic loss events, changes in the capital markets and other circumstances may cause the 

actual events or results to be materially different from those anticipated by such statements.

This presentation serves information purposes only and does not constitute or form part of an offer or 

solicitation to acquire, subscribe to or dispose of, any of the securities of Hannover Re.

© Hannover Rück SE. All right reserved. 

Hannover Re is the registered service mark of Hannover Rück SE.


