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Definition     

      Positive VNB expected 

Insights into life and health reinsurance 

We concentrate on the attractive part of the reinsurance universe 

L/H 

reinsurance  

universe 

Attractive part of  

reinsurance universe 

Attractive part of  

L/H reinsurance universe 

Goal 

To outperform the worldwide growth of 

the L/H business in       over a 3-year 

rolling period 



What is the VNB? 
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 The Value of New Business (VNB) 

• is part of the MCEV reporting 

• is based on the MCEV standard 

• discloses the present value (over the full duration) of the 

new business written within one year 

• includes costs for required capital 

 

 The following slides 

• provide an overview about the basic concept of the VNB 

• are simplified for demonstration purpose 
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Some theoretical background 
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 The VNB is based on a best 

estimate projection of the future 

statutory results of the new 

business 

 The costs of the required capital 

need to be deducted from the 

results 
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The VNB is based on projected future statutory annual results 

New business projection for the portfolio of one underwriting year 

+ 

- 
year 

 Premium    Claims, expenses & taxes           Result 
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How to calculate the required capital? 

PVFP 

Expected  

PVFP 

Required Capital 

0.5%-tile 

* PVFP: Present Value of Future Profits 

Statistical distribution of single risks Statistical distribution of the PVFP* 

Simulation of different projection scenarios 

… 

Lapses 

Morbidity 

Mortality 

+ 

- 
year 

+ - 

Premium         Claims, expenses & taxes     Result 
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How to calculate the required capital? 

Required capital per projection year  One full simulation (as 

demonstrated on the previous 

slide) calculates the required 

capital for just one year 

year 

Required capital 
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How to calculate the required capital? 

PVFP 

Expected  

PVFP 

Required Capital 

0.5%-tile 

* PVFP: Present Value of Future Profits 

Statistical distribution of single risks Statistical distribution of the PVFP* 

Simulation of different projection scenarios 

… 

Lapses 

Morbidity 

Mortality 

+ 

- 
year 

+ - 

Premium         Claims, expenses & taxes     Result 
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How to calculate the required capital? 

Required capital per projection year  One full simulation (as 

demonstrated on the previous 

slide) calculates the required 

capital for just one year 

 The required capital of the 

following years is calculated 

analogously 

year 

Required capital 
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How to calculate the required capital? 

Required capital per projection year  One full simulation (as 

demonstrated on the previous 

slide) calculates the required 

capital for just one year 

 The required capital of the 

following years is calculated 

analogously 

year 

Required capital 
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How to calculate the Cost of Capital? 

Required capital per projection year  One full simulation (as 

demonstrated on the previous 

slide) calculates the required 

capital for just one year 

 The required capital of the 

following years is calculated 

analogously 

 Cost of Capital (CoC) is based 

on required capital and cost rate 

according to the MCEV 

principles 

year 

Required capital             Cost of Capital  
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 The VNB is based on a best 

estimate projection of the future 

statutory results of the new 

business 

 The costs of the required capital 

need to be deducted from the 

results 
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The VNB is based on projected future statutory annual results 

New business projection for the portfolio of one underwriting year 

year 
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 Premium    Claims, expenses & taxes           Result 
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 The VNB is based on a best 

estimate projection of the future 

statutory results of the new 

business 

 The costs of the required capital 

need to be deducted from the 

results 
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The VNB is based on projected future statutory annual results after CoC 

year 

New business projection for the portfolio of one underwriting year 

+ 

- 

 Premium    Claims, expenses & taxes           Adjusted result         Cost of Capital 
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 The VNB is based on a best 

estimate projection of the future 

statutory results of the new 

business 

 The costs of the required capital 

need to be deducted from the 

results 

 The VNB within the MCEV 

framework is reported at the 

end of the first year 
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The VNB is based on projected future statutory annual results after CoC 

year 

New business projection for the portfolio of one underwriting year 

+ 

- 

 Premium    Claims, expenses & taxes           Adjusted result         Cost of Capital 

 Reporting date (31.12. of current year) 
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The VNB is based on projected future statutory annual results after CoC 

 The VNB is based on a best 

estimate projection of the future 

statutory results of the new 

business 

 The costs of the required capital 

need to be deducted from the 

results 

 The VNB within the MCEV 

framework is reported at the 

end of the first year 

 Therefore, no CoC is required 

for the first year 

New business projection for the portfolio of one underwriting year 

year 

+ 

- 

 Reporting date (31.12. of current year) 

 Premium    Claims, expenses & taxes           Adjusted result         Cost of Capital 
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The VNB is based on projected future statutory annual results after CoC 

 The VNB is based on a best 

estimate projection of the future 

statutory results of the new 

business 

 The costs of the required capital 

need to be deducted from the 

results 

 The VNB within the MCEV 

framework is reported at the 

end of the first year 

 Therefore, no CoC is required 

for the first year 

 For further explanation we only 

look at the (adjusted) results 

 

New business projection for the portfolio of one underwriting year 

year 

+ 

- 

 Reporting date (31.12. of current year) 

           Adjusted result 
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The VNB is based on projected future statutory annual results after CoC 

 The VNB is based on a best 

estimate projection of the future 

statutory results of the new 

business 

 The costs of the required capital 

need to be deducted from the 

results 

 The VNB within the MCEV 

framework is reported at the 

end of the first year 

 Therefore, no CoC is required 

for the first year 

 For further explanation we only 

look at the (adjusted) results 

Projection of results after cost of capital for one underwriting year 

year 

+ 

- 

 Reporting date (31.12. of current year) 

           Adjusted result 
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The VNB is based on projected future statutory annual results after CoC 

Projection of results after cost of capital for one underwriting year  The VNB is the time value at 

the end of the first year of 

• the already realised results 

of the first year 

• and the expected future 

adjusted results (after cost 

of capital) 

 

Projection of results after cost of capital for one underwriting year 

- 

+ 
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year 

           Adjusted result 

 Reporting date (31.12. of current year) 
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The VNB is based on projected future statutory annual results after CoC 

Projection of results after cost of capital for one underwriting year  The VNB is the time value at 

the end of the first year of 

• the already realised results 

of the first year 

• and the expected future 

adjusted results (after cost 

of capital) 
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Projection of results after cost of capital for one underwriting year 

VNB 

+ 

- 
year 

 Reporting date (31.12. of current year) 



year 
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Hannover Re L&H's VNBs between 2009 and 2013 

2009 2010 2011 2012 2013

 Within the last 5 years 

Hannover Re L&H generated 

a total VNB of EUR 1,096 m. 

VNB of Hannover L&H Re between 2009 and 2013 in m. EUR 

84 

149 

241 

314 309 
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From Value of New Business to Value In-Force 

Projection of results after cost of capital for one underwriting year  Every new business year 

adds a new stream of annual 

adjusted results 

 

year 

+ 

- 

           Adjusted results of new business 

 Reporting date (31.12. of current year) 
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From Value of New Business to Value In-Force 

Projection of results after cost of capital for one underwriting year  Every new business year 

adds a new stream of annual 

adjusted results 

year 

+ 

- 

           Adjusted results of new business          Adjusted results of existing business       

 Reporting date (31.12. of current year) 
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From Value of New Business to Value In-Force 

Projection of results after cost of capital for one underwriting year  Every new business year 

adds a new stream of annual 

adjusted results 

year 

+ 

- 

           Adjusted results of new business          Adjusted results of existing business       

 Reporting date (31.12. of current year) 



 Every new business year 

adds a new stream of annual 

adjusted results 

 The Value In-Force (VIF) is 

the present value of the future 

adjusted results 

 The VIF is also influenced by  

• experience variances 

• model changes 

• assumption changes 

• changes in interest rates 
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From Value of New Business to Value In-Force 

Projection of results after cost of capital for one underwriting year 

year 

+ 

- 
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           Adjusted results of new business          Adjusted results of existing business       

 Reporting date (31.12. of current year) 
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Hannover Re L&H's VIF between 2009 and 2013 

2009 2010 2011 2012 2013

VIF of Hannover Re L&H  between 2009 and 2013 in m. EUR 

1,298 

1,633 

1,941 

2,131 
2,040 
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Definition     

      Positive VNB value expected 

Insights into life and health reinsurance 

We build on our current positioning and set of solutions. . . 

We concentrate on the attractive part of the reinsurance universe 

Goal 

To outperform the worldwide growth of 

the L/H business in       over a 3-year 

rolling period 

L/H 

reinsurance  

universe 

Attractive part of  

reinsurance universe 

Attractive part of  

L/H reinsurance universe 
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. . .and expand our presence by a strong focus 

L/H reinsurance universe               Attractive part of L/H reinsurance universe  
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. . .and expand our presence by a strong focus 

5 Hard-to-quantify risks 

5 

3 Alternative distribution channels 

3 

2 Companies in transition 

2 

1 High growth markets  

1 

4 Underserved consumers 

4 

L/H reinsurance universe               Attractive part of L/H reinsurance universe  
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Spotlight on some initiatives 

2009 2010 2011 2012 2013

L&H premium 

CAGR = 38% 

 2011: strategic decision to 

take a more active position 

in the global health market 

 Today, already around 15% 

of L&H premium is from 

health business 

 

Global health initiative 

2009 2010 2011 2012 2013

L&H premium 

CAGR = 47% 

 2008: establishment of 

Hannover Re Takaful, 

Bahrain 

 Focus on Islamic customers 

in the Middle East  

 

Takaful business 

2009 2010 2011 2012 2013

CAGR = 129% 

L&H premium 

 2012: decision to position our 

POS systems for online 

distribution 

 Different local initiatives and 

partnerships 

 Still on a moderate level, but 

with exuberant growth rates  

Business distributed online 



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 rights reserved.  

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


