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INTRODUCTION 

Eurostat has been working for a few years on the development of a European statistical system on 
insurance enterprises. The elaboration of a first comprehensive publication on life, non-life and 
specialist reinsurance enterprises was undertaken in this line. Eurostat will edit this publication in 
early 1996. 

The information provided in this publication mainly refers to the accounting years 1992 and 1993. 
It presents the situation of the European insurance markets prior to the opening-up of the European 
single market. 

The comprehensive publication will include 18 chapters, one for each of the EEA countries as well 
as for Switzerland. Additionally, it will provide a comparative analysis of these markets together with 
some comments on the new legal environment and some perspectives on the Eastern European 
insurance markets. 

The present statistical document aims at giving a first idea of the publication to come and assesses 
the markets of Belgium, Spain and Luxembourg. A further issue reviewing the markets of Germany, 
Ireland and Switzerland will be published in January 1996. 

The structure and contents of the country chapters are not fully harmonised as this publication is 
based on the data available in the contributing countries only. An increased harmonisation is 
expected in the forthcoming years when the EU Directives and also the legal base for insurance 
statistics of the EU will come into force. 

Eurostat shall continue publishing insurance data in the future, on a yearly basis. These publications 
will however have a different structu re with more data and as far as the text is concerned explanatory 
notes only. 
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General remarks 

1 billion (bn) signifies 1 000 million (10
9
) throughout the 

publication. 

the sign  stands for "not existing/available" throughout the 
publication. 

the country codes, currency codes and ECU exchange rates 
are given for information in the table below. 

ECU exchange rates (198592) 

Country 

B 

DK 

D 

GR 

E 

F 

IRL 

I 

L 

NL 

Ρ 

UK 

A 

SF 

IS 

Ν 

S 

CH 

USA 

JAP 

Currency code 

BFR 

DKR 

DM 

DR 

PTA 

FF 

IRL 

LIT 

LFR 

HFL 

ESC 

UKL 

ÖS 

FMK 

IKR 

NKR 

SKR 

SFR 

USD 

YEN 

1991 

42.22 

7.91 

2.05 

225.22 

128.47 

6.97 

0.77 

1 533.23 

42.22 

2.31 

178.61 

0.7 

14.43 

5 

73.28 

8.02 

7.48 

1.77 

1.24 

166.49 

ECU(1) 

1992 

41.59 

7.81 

2.02 

247.03 

132.53 

6.85 

0.76 

1 595.51 

41.59 

2.27 

174.71 

0.74 

14.22 

5.81 

74.66 

8.04 

7.53 

1.82 

1.3 

164.22 

1993 

40.47 

7.59 

1.94 

268.57 

149.12 

6.63 

0.8 

1841.23 

40.47 

2.18 

188.37 

0.78 

13.62 

6.7 

79.25 

8.3 

9.12 

1.73 

1.17 

130.15 

1. Annual average. 

Source: Eurostal. 
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Belgium 

1. Introduction 

G ross premiums written in 1993 by 

regulated insurance enterprises 

totalled BFR 443 483 million, generating 

6.2% of GDP. Nonlife premiums 

accounted for 3.8% of GDP. Per capita, 

Belgians spent BFR 27 310 on nonlife 

insurance and BFR 13 868 on life 

insurance. Gross premiums written per 

capita grew by 32% between 1989 and 

1993, whereas, over the same period, 

percapita GDP rose by only 13.8%. 

Figure B1 summarizes the situation in 

Belgium over the past five years. 

The Belgian figures are lower for the two 

macroeconomic indicators mentioned 

(gross premiums written as a percentage 

of GDP and total gross premiums per 

capita) than the EEA average (e.g. gross 

premiums written accounted for 6.4% of 

the EEA's GDP in 1992), mainly due to 

comparatively low life insurance 

Figure B1 : The insurance sector in the Belgian economy (198993) (bn BFR) 
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premiums. Nevertheless, the insurance 
sector has grown steadily over the past 
decade. 

Following the introduction of new 
regulatory controls, especially more 
stringent solvency requirements, the 
number of insurance enterprises 
decreased from 322 in 1980 to 283 in 
1993. While the number of life insurance 
enterprises increased in the period under 
review, non-life and composite insurance 
enterprises declined considerably. 

Most of the Belgian enterprises are limited 
companies (sociétésanonymes). Interms 
of gross premiums written, these 
accounted for 81% of the Belgian market 
in 1993. The other three types of legal 
form adopted by Belgian insurance 
enterprises are branches of foreign 
enterprises, non-profit making mutual 
societies and cooperative enterprises. 

Among the mutuais active on the Belgian 
market, there is really only one enterprise 
of any importance. Mutual insurers 
account for about 10% of total gross 
premiums written. 

A large number of enterprises with head 
offices in Belgium are actually controlled 
by foreign interests. Of the total number 
of enterprises in 1992, about one quarter 
(26.7%) were foreign branches (36.5% in 
1994). The largest number were set up by 
UK firms (11.1% of the total number of 
enterprises), followed by German firms 
(6.5%) and French firms (6.1%). 

Of the 42 life enterprises in 1993, SMAP 
largely dominated the market with a 16% 
share of life insurance business, while 
the enterprise ranking second accounted 
foronly 1.3%. SMAP isa mutual insurance 

Table B1: Top 5 life, non-life, composite and specialist 
reinsurance enterprises (1993) 

Names of the enterprises 
Gross 

premiums 
written 

(Mio BFR) 

Growth 
(%) 

1992-93 

Market 
share 

(%) 

Life insurance enterprises 
1) SMAP Caisse Commune de Pension 
2) Alpha life 
3) Omniver Vie 
4) Aegon Vie 
5) Cigna Life Insurance 

Total of life insurance (1) 

22 323 
1 775 
1 395 
1 227 
1 076 

139 442 

36.58 
8.17 

35.54 
46.55 
46.50 
10.88 

16.01 
1.27 
1.00 
0.88 
0.77 

100.00 
Non-life insurance enterprises 
1) Cigna Insurance Company of Europe 
2) SMAP Accident Droit Commun et RC 
3) Chubb Insurance Cy of Europe 
4) Zurich 
5) Assubel Accidents et dommages 

Total of non-life insurance (2) 

33 051 
12 133 
9 890 
5 270 
4 062 

273 160 

32.71 
6.44 

48.02 
8.30 
0.74 
5.12 

12.10 
4.44 
3.62 
1.93 
1.49 

100.00 
Composite insurance enterprises 
1 ) AG 1824 
2) Royale belge 
3) ABB 
4) CGER Assurances 
5) Axa Belgium 

Total of life and non-life insurance 
Specialist reinsurance enterprises 
1) Secura 
2) Royale Belge Re 
3) Cigna Re 
4) Kemper Europe Re 
5) P&V Réassurance 

Total of specialist reinsurance 

(3) 
(4) 

47 937 
33 785 
21 074 
17 792 
13012 

412 602 

6318 
6 110 
5 926 
2 249 
1 393 

29 239 

8.55 
7.23 
6.51 

-1.05 
-0.90 
7.00 

27.30 
57.10 

-21.40 
5.10 

14.90 
9.16 

11.62 
8.19 
5.11 
4.31 
3.15 

100.00 

21.61 
20.90 
20.27 

7.69 
4.76 

100.00 

1. Business of life insurance enterprises and life business of composite Insurance enterprises. 
2. Business of non-life insurance enterprises and non-life business of composite insurance enterprises. 
3. Total business of life, non-lile and composite insurance enterprises. 
4. Data 1991-92. 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 

enterprise mainly involved in group 
insurance for civil servants and public 
institutions. 

Europe), which accounted for 12.1% of 
the total non-life market, while the second 
largest firm had a 4.4% share. 

The non-life market is also dominated by As a whole, the Belgian insurance market 
one firm (Cigna Insurance Company of (life and non-life) is dominated by 
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composite insurance enterprises. Thefive 
largest enterprises accounted for a 32.4% 
share of the total market. Several 
composite insurance enterprises are 
among the largest in terms of market 
share (AG 1824 is the country's biggest 
insurer). 

The specialist reinsurance market is 
dominated by three large firms which 
together command over 60% of the 
market. All three belong to an insurance 
group. 

Several explanations can be given for the 
contrasts in growth rates between the 
different categories of enterprises. In the 
life insurance sector, apart from SMAP, 
there are only small enterprises, which 
are therefore able to make rapid progress 
in premium income. In the non-life 
insurance sector, two Belgian-based 
subsidiaries of American undertakings 

achieved rapid growth because, thanks 
to their branch network and the freedom 
to provide services, they operate 
throughout Europe. Growth isoftenfurther 
boosted by mergers and acquisitions. 

2. Profit and loss account 

Both life and non-life insurers have 
experienced steady real growth over 

the past few years. Reinsurance accepted 
alone accounted for only a small 
proportion of total business and was 
subject to large fluctuations. 

The trend in premium income appears 
not to have differed from one category of 
insurance enterprise to another. Changes 
from year to year within each category of 
enterprise (life, non-life, composite) were 
often due to mergers and take-overs, 

which occasionally added to the difficulty 
of such comparisons. 

Non-life business has been poor in recent 
years. Thetechnicalresultswere negative 
across the board but were, at least partly, 
compensated by reinsurance and 
investment income. These poortechnical 
results are attributable to fairly high 
operating expenses rather than claims 
incurred. 

Operating expenses include both 
commissions paid to intermediaries and 
administrative costs. As the bulk of 
insurance contracts in Belgium are 
marketed via insurance intermediaries, 
the level of commissions was fairly high. 
Administrative expenses were also rather 
high in comparison with other EU Member 
States. However, over the past few years 
enterprises have made serious efforts to 

Table B2: Profit and loss account of non-life, composite 
Non-life insurance 

(Mio BFR) % 

and specialist reinsurance enterprises (1993) 
Composite insurance Specialist reinsurance 

(Mio BFR) % (Mio BFR) % 
Technical part / gross 
Direct premiums written 
Reinsurance premiums accepted 
Premiums written 
Claims incurred 
Operating expenses 
Balance of the technical account 

112 631 
7 471 

120 102 
86 345 
43 907 
-8 407 

93.78 1 

6.22 1 

100.00 
71.89 1 

36.56 1 

-7.00 1 

148 915 
4 142 

153 057 
103 212 

70 367 
-29 573 

97.29 1 

2.71 1 

100.00 
67.43 1 

45.97 1 

-19.32 1 

628 
28 611 
29 239 
22 569 

8 584 
-5 163 

2.15 1 

97.85 ' 
100.00 

77.19 1 

29.36 1 

-17.66 1 

Technical part / Reinsurance share 
of Gross premiums written 
Reinsurance balance 

44 246 
-5 826 

100.00 
-13.17 2 

22 478 
-3 914 

100.00 
-17.41 2 

7 202 
625 

100.00 
8.68 2 

Non technical part 
Investment income 
Investment charges 
Profit or loss for the financial year 

13 526 
1 251 
2 489 

17.83 3 

1.65 3 

3.28 3 

27 797 
1 937 
1 630 

21.29 3 

1.48 3 

1.25 3 

4 626 
955 

-799 

20.99 3 

4.33 3 

-3.63 3 

1. In percentage of gross premiums written. 
2. In percentage of reinsurer's share of gross premiums written. 
3. In percentage of net premiums written. 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 

sa 
eurostat Insurance in Europe 



Belgium 

lower these costs, with particular attention 
to staff costs. 

The overall result for the financial year 
was negative from 1990 to 1992. In 1993, 
the non-life business of both non-life and 
composite insurance enterprises 
generated a small profit. In general, there 
were only slight differences between 
specialist non-life insurers and composite 
enterprises, the former yielding slightly 
better results than the latter. 

A closer look at the market structure of 
specialized life insurance enterprises 
highlights the predominance of a single 
enterprise, SMAP, specializing in large 
group insurance contracts with little or no 
commission, which are easily managed 
and therefore generate only low operating 
expenses. 

The figure for claims incurred must be 
viewed together with the change in life 
insurance provisions. Investment income 
expressed as a percentage of premium 
income varies widely between the 
categories of enterprise. This might be 
due to the different product mix marketed 
by the two categories. The ratio between 
investment income and life insurance 
provisions is similar in both categories 

Table B3: Profit and loss account of life and composite insurance 
enterprises (1993) 

Life insurance Composite insurance 
(Mio BFR) % (Mio BFR) % 

Technical part / gross 
Direct premiums written 37 009 99.63 1 

Reinsurance premiums accepted 138 0.37 1 

Premiums written 
Investment income 
Claims incurred 
Change in life insurance provisions 
Operating expenses 

100 909 98.65 1 
1 386 1.35 1 

37 147 
13 698 
20 853 
23 354 

4 852 

100.00 
36.88 1 
56.14 1 

62.87 1 

13.06 1 

102 295 
75 572 
77 824 
47 845 
30 590 

100.00 
73.88 1 
76.08 1 
46.77 1 
29.90 1 

Balance of the technical account -479 -1.29 1 9 091 8.89 1 

Technical part / Reinsurance share 
of Gross premiums written 
Reinsurance balance 

2 746 
-205 

100.00 
-7.47 2 

4 337 
-414 

100.00 
-9.55 2 

Non technical part 
Profit or loss for the financial year 1 592 4.63 3 16416 16.76 3 

1. In percentage of gross premiums written. 
2. In percentage of reinsurer's share of gross premiums written. 
3. In percentage of net premiums written. 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 

(8.2% for specialist life enterprises and 
8% for composite enterprises). 

In life insurance, theoverall results, though 
declining from year to year, were always 
positive. The results of composite insurers 
were better than those of specialist life 
enterprises. 

3. Analysis of the main products 

T"he data in this chapter cover only 
total direct business written in Belgium 

(business written abroad by branches 
and via the Freedom to provide services 
(FPS) is not included). 

Table B4: Direct non-life insurance business of non-life and composite enterprises (1993) 
Motor vehicle, Fire and Motor vehicle, 

third party other damage other classes 
liability to property 

Accident 
and health 

Mio BFR / % Mio BFR / % Mio BFR / % Mio BFR / % 
Technical part / gross 
Direct premiums written 
Investment income 
Claims incurred 
Operating expenses 

100%) 63 435 
23.68 
96.10 
37.51 

49 589 
7.99 

52.00 
49.02 

32 452 
7.11 

75.30 
40.62 

22 430 
14.54 
71.00 
36.53 

Balance of the technical account -9.98 5.36 -9.08 3.85 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 
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The poor results for non-life business as 
a whole are reflected in the various non-
life insurance products. Motor vehicle 
liability insurance, which before the 
abolition of compulsory minimum tariffs 
was a very profitable product line, now 
generates adeficit as a result of downward 
pressure on tariffs owing to lively 
competition. 

Other motor vehicle insurance, which 
mainly covers material damage, has 
experienced a structural deficit for many 
years. However, in the past, little was 
done to reorganize this line of business 
because of the good results generated by 
compulsory motor vehicle liability 
insurance. With the current poor results 
in the motor vehicle liability class, 
enterprises have become more aware of 
the problems and are trying to improve 
the situation. 

Fire and other damage to property 
insurance is slowly returning to balance 
after disastrous results in the late eighties 
due to violent winter storms. 

In life insurance, there are sharp 
differences in cost ratios between group 
and individual products, with lower 
commissions considerably decreasing the 
cost burden for group policies. 

Over the period under review, profits for 
the financial year fell between 1990 and 
1992, but recovered in 1993 to total 
BFR 18 billion (12.9% of gross premiums 
written). A high percentage of these profits 
is, of course, redistributed to policy 
holders. 

Table B5: Direct life insurance business of life and 
composite enterprises (1993) (1) 

Individual 
insurance 

Group 
insurance 

Mio BFR / % Mio BFR/% 
Technical part / gross 
Direct premiums written 
Investment income 
Claims incurred 
Operating expenses 

100%) 69 178 
68.86 
51.90 
34.37 

65 324 
75.84 
92.60 
10.40 

Balance of the technical account 16.57 5.42 

1. Excluding unit linked lile insurance. 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 

Table B6: Reinsurance business of specialist reinsurance 
enterprises (1992) 

Life Non-life Workmen's 
insurance insurance compensation 

insurance (1) 
Mio BFR / % Mio BFR / % Mio BFR / % 

Technical part / gross 
Premiums accepted (= 100%) 
Investment income 
Claims incurred 
Operating expenses 

3 970 
27.15 
63.20 
31.39 

19 335 
6.82 

67.90 
23.27 

4 712 
35.17 
80.10 

6.71 

Balance of the technical account 6.95 17.57 1.63 

1. Not supervised. 

Source: Rapport de l'Office de Contrôle 1992-93, 1993 94. 

The greater part of business accepted by 
specialist reinsurance enterprises is in 
non-life insurance (69%). Besides life 
business, specialist reinsurance 
enterprises also accept workmen's 
compensation cover which, as direct 
business, is not subject to regulation like 
other private insurances. 

4. Internationalization 

As regards business written abroad, 
only the Belgian non-life insurance 

enterprises achieved a significant 
turnover. The share of total gross 
premiums written attributable to foreign 
business was 17.8%for non-life insurance 
enterprises (compared to total non-life 
insurance business), 1.4% for life 
insurance enterprises (compared to total 
life insurance premiums), and 0.7% for 
composite insurance enterprises 

eurostat Insurance in Europe 11 
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(compared to total life and nonlife 

insurance business). 

Moreover, only a small number of the 

larger enterprises, which have started to 

operate throughout Europe from their 

Belgian headquarters, are responsible 

for these activities. 

The market share of foreign branches in 

Belgium accounts for a relatively small 

share (6.5%) of total gross premiums 

written. 

In life insurance, 1.4% of premiums were 

written by EU branches and 6.9% by non

EU branches. In nonlife insurance, more 

premiums are written by EU branches 

(3.8%) than nonEU branches (1.1%). 

5. Employment 

Both the number of wage and salary 

earners and the number of 

enterprises have fallen over the past 

decade. The drop in employment has led 

to an increase in productivity and a 

reduction in the average number of 

employees per enterprise. 

In keeping with their size, the composite 

insurance enterprises, with an average 

staff of 447, also have the largest number 

of employees. 

As with otherdata, changes in the different 

categories of enterprise are sometimes 

of limited significance because of the 

effect of mergers and takeovers. 

Employment may be expected to decline 

further, a perfectly natural trend in view of 

developments in data processing and the 

continuing efforts of Belgian insurers to 

grow more competitive in the European 

market, where they are rather 

handicapped by their high operating 

expenses. 

6. Investments 

In the period under review, Belgian 

legislation set a minimum and 

maximum percentage for investment in 

each investment category. This meant 

that enterprises' investment policies had 

to be conducted within the narrow 

boundaries set by legislation. 

There are significant differences between 

the different categories of enterprises in 

the structure of their investments. Among 

composite insurance enterprises, which 

sometimes act as holding companies, 

the share of investment in affiliated 

enterprises and participating interests is 

considerably higher than in other 

categories. This also applies to loans 

guaranteed by mortgages. 

25 000 

20 000 

15 000 

10 000 

5 000 

22 488 

8 399 

1 238 

1986 

Figure B3: Employment (198693) 
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Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 
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Table B7: Investments (1993) 
Life 

insurance 
enterprises 

Non-life 
insurance 

enterprises 

Composite 
insurance 

enterprises 

Specialist 
reinsurance 

enterprises (1992) 
Mio BFR / % Mio BFR / % Mio B F R / % Mio BFR /% 

Lands and buildings 
Investments in affiliated enterprises and 
participating interest 
Shares and other variable-yield securities and 
units in unit trusts 
Debt securities and other fixed-income 
securities 
Loans guaranteed by mortgage 
Deposits with ceding undertakings 

3.27 5.63 4.88 

3.79 

8.17 

76.80 
7.90 
0.06 

4.65 

15.26 

71.60 
1.60 
1.26 

12.85 

10.94 

53.69 
16.89 

0.75 

1.56 

4.11 

5.31 

67.60 
3.14 

18.29 
Total of investments 176 121 

= 100% 
175 657 
= 100% 

1 486 015 
= 100% 

53 048 
= 100% 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 

As mentioned above, the breakdown of 
investments by category of insurer is 
affected by mergers and take-overs that 
are continually taking place between 
insurance companies with different 
specializations. 

The figures show major fluctuations due 
both to the take-over of a life enterprise by 
a composite insurer and the valuation of 
investments at current prices. The growth 
of life insurance investments is a good 
example. In such enterprises there was a 
considerable decline between 1989 and 
1990 (-54%). As a result of developments 
on the financial markets, investments 
grew in 1991 and 1992 by 17.7% and 
18.8%. Between 1992 and 1993, 
investments increased by only 1.6%. 

Depending on investment composition, 
investment fluctuations have not been as 
sharp for other categories. 

7. Gross technical provisions 

Among life insurance enterprises, 
technical provisions are composed 

almost exclusively of life insurance 
provisions (which nearly include the 

provisions for unearned premiums), while 
among non-life insurance enterprises, 
73% of technical provisions are for 
outstanding claims (claims for unearned 
premiums are shown separately). 

Figure B4: Trend in investments (1989-93) (Mio BFR) 

1 500 OOo/ 

1 200 000-

900 000 

600 000 

300 000 

1989 1990 1991 1992 1993 

QTJ Life insurance enterprises Q Non-life insurance enterprises ^ | Composite insurance enterprises 

Source: Raççon^ 

eurostat Insurance in Europe 11 



Belgium 

Table B8: Gross technical provisions (1993) 
Life 

insurance 
enterprises 

Non-life 
insurance 

enterprises 

Composite 
insurance 

enterprises 

Specialist 
reinsurance 

enterprises (1992) 
Mio BFR / % Mio BFR / % Mio BFR /% Mio BFR / % 

Provisions for unearned premiums 
Life insurance provisions 
Provisions for outstanding claims 
Other technical provisions 

0.03 
99.60 

0.30 
0.08 

16.75 
0.95 

73.31 
8.99 

4.25 
70.35 
22.50 

2.90 

12.50 
11.99 
69.15 

6.36 
Total of gross technical provisions 167 053 

=100% 
206 897 
=100% 

1 351 328 
=100% 

55 530 
=100% 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 

As the technical provisions must be 
covered by corresponding assets, the 
growth of investments and gross technical 
provisions are more or less parallel for all 
categories of enterprises (life, non-life 
and composite). While among life 
insurance enterprises there was a major 
decline in both figures between 1989 and 
1990 (due to mergers and take-overs), 
the trend among non-life and composite 
insurance enterprises was more stable. 

8. Capital and reserves 

There are some striking differences 
between the various categories of 

enterprises in the composition of capital 
and reserves. Among composite 
enterprises, the largest item is reserves, 
while among life and non-life enterprises, 
subscribed capital and reserves take the 
largest share. 

A look at the ratio of capital and reserves 
to gross premiums written reveals 
significant differences between the 
categories of enterprises. While life, non-
life and reinsurance enterprises have 
ratios between 28.9% (life enterprises) 
and 36.6% (reinsurance enterprises), 
composite enterprises appearto be highly 
capitalized with a ratio of 72.7% of gross 
premiums written. 

Figure B5: Trend in gross technical provisions (1989-93) (Mio BFR) 
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Table B9: Capital and reserves (1993) 

Subscribed capital or equivalent funds 

Share premium account 

Revaluation reserve 

Reserve 

Life 

insurance 

enterprises 

Mio BFR / % 

58.55 

0.37 

6.65 

34.43 

Nonlife 

insurance 

enterprises 

Mio BFR / % 

64.92 

2.31 

1.14 

31.63 

Composite 

insurance 

enterprises 

Mio BFR / % 

29.52 

13.69 

0.89 

55.90 

Specialist 

reinsurance 

enterprises (1992) 

Mio BFR / % 

68.33 

0.94 



30.73 

Total of capital and reserves 10 729 

= 100% 

41 224 

= 100% 

185 735 

= 100% 
10 714 

= 100% 

Source: Rapport de l'Office de Contrôle 1992-93, 1993-94. 

9. Summary and outlook 

T'he Belgian insurance market 

xperienced a difficult period in the 

early nineties and is now trying to return 

to balance by reverting to technical 

orthodoxy, which is proving more difficult 

than expected in some lines of business. 

Growing domestic competition in the 

eighties has now broadened to growing 

international competition, forcing the 

Belgian market to continue its 

restructuring efforts. Innovation, co

operation with local and foreign insurers 

and banks, and exploitation of new 

markets are felt to be of the utmost 

importance. 

Newdistribution channels, mainly banking 

outlets, for insurance products are 

becoming more and more successful. 

The effect of the single market in the 

European Union has yet to be felt, but it 

is clearthat the main objective of insurance 

enterprises is to consolidate their share 

of the home market before turning towards 

foreign markets. 

Figure B6: Trend in capital and reserves (198993) (Mio BFR) 
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Source: Rapport de l'Office de Contrôle 1992-93,1993-194. 
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I. Introduction 

The insurance industry has gradu

ally strengthened its position in the 

Spanish economy in recent years. The 

introduction of a Spanish insurance law 

in 1984 and the regulatory provisions 

implementing it together form a legal 

frameworkthat has enabled the insurance 

industry to adapt to the requirements of 

the modern economy. In addition to 

defining the limits of the sector and 

promoting free competition, this legislation 

has given rise to a number of significant 

developments. 

In addition to insurance enterprises, 

pensionfunds and financial intermediaries 

(e.g. brokers) have also been regulated 

and have thereby strengthened their 

position. 

As a result of the above changes, the 

Spanish insurance industry has expanded 

considerably and become more 

professional. The consumption of 

insurance services and the contribution 

of the insurance sector to Spanish gross 

domestic product have both increased 

considerably: direct gross premiums 

written rose from PTA 14 975 per capita 

in 1985 to PTA 70 616 per capita in 1993 

and from 2.0% of GDP in 1985 to 4.5% in 

1993. 

In 1993, the trends in the Spanish 

insurance sector were dominated by a 

general climate of economic recession. 

The number of enterprises operating in 

the market fell as a result of mergers, 

takeovers and other forms of 

restructuring. The growth of some 

specialized companies led to a slight 

decrease in market concentration. The 

output of the sector, which grew at its 

lowest rate in recent years, slowed down, 

but still generated an increase in the 

sector's contribution to GDP from 4.3% 

in 1992 to 4.5% in 1993. 

Since the 1984 law came into force, 

social benefit institutions have been 

included in the insurance sector. In this 

report, they are classified under life 

insurance and account for the increase in 

such enterprises since 1984'. They are 

now supervised under the same rules as 

insurance enterprises. 

These social benefit institutions are non

profitmaking private mutuais operating 

on a fixed or adjustable premium basis 

and providing cover complementary to 

social security schemes. 

, 1. The special characteristics of the social benefits 

institutions do not permit their strict allocation in any 

kind of insurance sector. However it appears thatthe 

life sector is the most appropriate to reflect their 

business. 

Figure E1 : Number of enterprises (198093) 
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Table E1 : Top 5 life, non-life, composite and specialist 
reinsurance enterprises (1993) 

Names of the enterprises 
Gross 

premiums 
written 

(Mio PTA) 

Growth 
(%) 

1992-93 

Market 
share 

(%) 

Life insurance enterprises 
1) Vida-Caixa 
2) Db-Vida 
3) Caser Ahorrovida 
4) Bansabadell Vida 
5) Seguros Genesis 

Total of life insurance (1) 

65 971 
42 965 
40 185 
40 177 
21 227 

1 026 173 

-37.67 
270.22 
42.17 

1.72 
9.54 
7.32 

6.43 
4.19 
3.92 
3.92 
2.07 

100.00 
Non-life insurance enterprises 
1) Asisa 
2) Winterthur 
3) Sanitas 
4) Compania de seguros Adeslas 
5) Zurich 

Total of non-life insurance (2) 

53 936 
50 597 
33 670 
31 682 
27 399 

1 798 094 

9.31 
10.81 

7.88 
24.95 

6.06 
8.82 

3.00 
2.81 
1.87 
1.76 
1.52 

100.00 
Composite insurance enterprises 
1) Mapire Mutualidad 
2) Euroseguros 
3) Banco Vitalico de Espana 
4) Mutua madrilena automovilista 
5) Mapfre Vida 

Total of life and non-life insurance (3) 

125 064 
106 338 
88 955 
65 525 
55 067 

2 824 267 

26.71 
8.51 

-12.07 
8.56 
3.3 

8.29 

4.43 
3.77 
3.15 
2.32 
1.95 

100.00 
Specialist reinsurance enterprises 
1) Mapfre RE 
2) Nacional de Reaseguros 
3) Corporación Mapfre 
4) Deleg. Gral de la Cia Europea de 

Reaseguros Zurich 
5) Compania Iberica de Reaseguros 

Total of specialist reinsurance 

36 882 
20 804 
10 728 
2 760 

1 814 
72 847 

74.76 
15.15 

-22.10 
-9.06 

4.37 
22.62 

50.63 
28.56 
14.73 
3.79 

2.49 
100.00 

1. Business of life insurance enterprises and life business of composite insurance enterprises. 
2. Business of non-life insurance enterprises and non-life business of composite insurance enterprises. 
3. Total business of life, non-life and composite insurance enterprises. 

Source: Balances y cuentas. Seguros Privados 1993. Dirección General de Seguros. 
Ministerio de Economia y Hacienda. Madrid 1994. 

They run voluntary insurance schemes 
covering their members or their members' 
property against fortuitous and predictable 
events or circumstances on the basis of 
direct contributions by their members or 

other bodies. 

As the series in Figure E1 shows, the 
numberof insurance enterprises followed 
a sharply declining trend from 1985 
onwards. This is mainly due to the effects 

of the regulatory legislation introduced 
from 1984 onwards and to the 
restructuring prompted by the regulatory 
authorities and the pressure of market 
discipline. In the life insurance sector, 
there were 63 life insurance enterprises 
and 443 private mutuais in 1993. 

In the same year, 40% of all Spanish 
insurance enterprises were limited 
companies, accounting for 76.8% of total 
premiums written. All seven specialist 
reinsurance enterprises were among the 
360 limited companies. A total of 28 
branches of foreign enterprises were 
operating in the Spanish market but 
accounted for only 5.7% of total gross 
premiums. Of these, 20 were branches of 
EU-based enterprises. In addition to the 
limited companies, 507 mutuais were in 
operation generating 17.5% of total 
premiums. Of this number, 443 were 
social benefit institutions with gross 
premiums written of PTA 143 597 million. 

In 1993,31.1 % of direct premiums written 
were controlled by foreign enterprises. 
Foreign investment came mainly from 
EU Member States, principally France, 
the United Kingdom and the Netherlands. 
Non-EU countries controlled 9% of total 
direct premiums written. 

The above mentioned restructuring 
process has resulted in a greater 
concentration and specialization of 
activities in the insurance sector in Spain. 
This specialization is most pronounced in 
the life insurance sector, where enterprises 
specializing in this activity alone 
accounted for 56.4% of the total volume 
of gross life insurance premiums in 1993, 
while enterprises specializing in non-life 
insurance accounted for 48.6% of total 
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gross non-life premiums. 

The five leading enterprises in the field of 
life insurance amassed 20.5% of all gross 
life insurance premiums between them in 
1993. In terms of gross premiums written, 
these enterprises experienced contrasting 
fortunes. While "Vida-Caixa" suffered a 
drop of 37.7%, "Db Vida" grew by 270.2%, 
mainly because it had only recently been 
set up (July 1991) and did not become 
fully operational in the market until 1993. 

The value of business was more widely 
dispersed among enterprises specializing 
in non-life insurance, with the top five 
accounting for only 11%. There were 
substantial differences in how each of 
these enterprises fared in 1993, although 

"Adeslas" does stand out for its strong 
growth rate. 

The top five composite insurance 
enterprises accounted for 15.6% of the 
total of life and non-life business. The 
enterprise at the top of the list, "Mapfre 
Mutualidad", and the one in fifth position, 
"Mapfre Vida" are separate organizations 
which both carry out life and non-life 
insurance operations. These two 
enterprises, along with "Mapfre Re" and 
"Corporación Mapfre", belong to the same 
financial group. 

When it comes to reinsurance alone, 
there is a strong concentration of activity 
in a single enterprise, "Mapfre Re", which 
has 50.6% of the total of premiums. This 

same enterprise enjoyed a spectacular 
increase in 1993 when business soared 
by 74.8%. 

2. Profit and loss account 

""The total of gross premiums writ-
' ten in non-life and specialist 

reinsurance was 8.6% higher in 1993 
than in the preceding year. This growth 
rate is lower than those recorded in 
previous years and reflects the impact of 
the economic recession on the insurance 
sector. 

During 1993, the claims ratio remained at 
much the same level as in previous years, 
operating expenses fell slightly relative to 

Table E2: Profit and loss account of non-life, composite and specialist reinsurance enterprises (1993) 
Non-life insurance Composite insurance Specialist reinsurance 

(Mio PTA) % (Mio PTA) % (Mio PTA) % 
Technical part / gross 
Direct premiums written 
Reinsurance premiums accepted 

657 027 
23 302 

96.57 1 

3.43 1 
1 085 096 

32 669 
97.08 1 

2.92 1 72 847 100.00 1 

Premiums written 
Allocated investment return 
transferred from the non-technical 
account (4) 
Claims incurred 
Operating expenses 

680 329 100.00 

39 290 
500 614 
189 994 

5.78 1 
73.58 1 
27.93 

1 117 765 

85 527 
792 088 
379 363 

100.00 

7.65 1 
70.86 1 
33.94 1 

72 847 

7 941 
54 156 
22 771 

100.00 

10.90 1 
74.34 1 
31.26 1 

Balance of the technical account 18 271 2.69 1 19 525 -1.75 1 2 778 3.81 1 

Technical part / Reinsurance share 

of Gross premiums written 
Reinsurance balance 

104 001 
3 466 

100.00 
3.33 2 

198 107 
3 571 

100.00 
1.80 2 

27 486 
- 345 

100.00 
-1 .26 2 

Non technical part 
Investment income 
Investment charges 
Profit or loss for the financial year 

6 488 
1 004 
7 349 

1.133 

0.17 3 

1.28 3 

15 853 
4 866 

39 837 

1.72 3 

0.53 3 

-4.33 3 

402 
95 

5 928 

0.89 3 

0.21 3 
13.07 3 

1. In percentage of gross premiums written. 
2. In percentage of reinsurer's share of gross premiums written. 
3. In percentage of net premiums written. 
4. Allocated investment return derived from the investments corresponding to technical provisions. 

Source: Memoria Estadística: Seguros Privados 1993. Dirección General de Seguros. Ministerio de Economia y Hacienda. Madrid 1995. 
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gross premiums written, and there was 
an improvement in the ratio of net income 
from the investment of technical 
provisions to gross premiums written. 
The net outcome was improved results in 
the technical account, which are not 
reflected in the bottom line, however, due 
to the impact of the reinsurance account 
and the behaviour of certain items in the 
non-technical account. 

The general trend in non-life insurance is 
marked by the behaviour of composite 
insurance enterprises, given the 
considerable weight of such enterprises 
in this class. 

Enterprises specializing in non-life 
insurance and those specializing in 
reinsurance showed a surplus in their 
technical accounts in 1993, and their 
overall results were also positive. 

Table E3: Profit and loss account of life and composite insurance 
enterprises (1993) 

Life insurance Composite insurance 
(Mio PTA) % (Mio PTA) % 

Technical part / gross 
Direct premiums written 578 920 99.95 1 442 980 99.10 1 

Reinsurance premiums accepted 270 0.05 1 4 003 0.90 1 

Premiums written 
Investment income 
Claims incurred 
Change in life insurance provisions 
Operating expenses 

579 190 
220 819 
301 538 
377 858 

81 181 

100.00 
38.13 1 
52.06 1 
65.24 1 
14.02 1 

446 983 
211 468 
373 268 
178 926 
58 266 

100.00 
47.31 1 
83.51 1 
40.03 1 
13.04 1 

Balance of the technical account 26 709 4.61 1 33 276 7.44 1 
Technical part / Reinsurance share 
of Gross premiums written 
Reinsurance balance 

13 189 
-288 

100.00 
-2.18 2 

16 133 
311 

100.00 
1.93 2 

Non technical part 
Profit or loss for the financial year 25 514 4.51 3 24 032 5.58 3 

1. In percentage of gross premiums written. 
2. In percentage of reinsurer's share of gross premiums written. 
3. In percentage of net premiums written. 

Source: Memoria Estatística: Seguros Privados 1993. Dirección General de Seguros. 
Ministerio de Economia Y Hacienda. Madrid 1995. 

The total of gross premiums for life 
insurance increased by 7.4% in 1993. As 
was the case with non-life insurance, this 
growth rate is lower than those recorded 
in previous years. 

The slight rise in the ratio of claims to 
gross premiums written was offset by an 

increase in net income from investment 
and a slight drop in operating expenses, 
producing better results in the technical 
account. The impact of reinsurance during 
1993 and the contribution made by items 
within the non-technical account produced 
a positive overall result of PTA 49 546 
million. This is up on the 1992 figure, 

whenthebalancewasPTA33 961 million. 

Within the life insurance class, specialist 
enterprises accounted for 56.4% of gross 
premiums. However, in view of the 
behaviour of the various items in the 
technical account, these enterprises show 
poorer results than those returned by 

Table E4: Direct non-life insurance business of non-life and composite enterprises (1993) 
Motor Accident Fire and General 

vehicle and health other damage liability 
to property 

Mio PTA / % Mio PTA / % Mio PTA / % Mio PTA / % 
Technical part / gross 
Direct premiums written (=100%) 
Investment income 
Claims incurred 
Operating expenses 

800 071 
11.31 
81.22 
28.81 

349 899 
4.96 

71.80 
23.78 

87 180 
7.96 

56.88 
34.97 

60 469 
15.37 
92.77 
35.03 

Balance of the technical account -5.72 7.11 14.51 -19.43 

Source: Memoria Estadística: Seguros Privados 1993. Dirección Generaide Seguros. Ministeriode Economia y Hacienda. Madrid 1995 
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composite insurance enterprises. 

3. Analysis of the main products 

A look at the main non-life prod
ucts shows that the Spanish market 

is largely dominated by motor vehicle 
insurance, which accounted for 46.5% of 
all direct non-life business in 1993. In 
second place came accident and health 
insurance, accounting for 19.7%. In the 
motor vehicle class, the high claims ratio 
in conjunction with relatively heavy 
operating expenses, which were only 
partly offset by investment income of 
11.3%, led to a negative balance on the 
technical account (-5.7%). Negative 
technical results and an extremely high 
claims ratio (92.5%) also occurred in 
general liability insurance. The claims 
ratio in the fire and other damage to 
property class was acceptable. 

In life insurance, the biggest share of the 
market was taken by non-linked life 
insurance products. Some 42% of life 
insurance premiums in 1993 were 
generated by individual policies and 58% 
by group policies. 

A breakdown of the volume of premiums 
by type of policy shows that endowment 
policies (including a larger savings 
component) made up the largest share 
with 49.6%, while term insurance 
accounted for 10.6% and combined 
endowment and term policies for the 
remaining 39.8%. 

Reinsurance business was dominated by 
fire and other damage to property, which 
accounted for 37.8% of total premiums in 
1993. The technical results of specialist 
reinsurance enterprises were determined 
by the three largest enterprises. While 
results were very acceptable in fire and 
other damage to property insurance and 
motor vehicle insurance, technical losses 
occurred in the marine, aviation and 
transport and general liability classes. 
The specialist reinsurance market is 
clearly not large enough to avoid 
considerable variations in technical results 
caused by sharp fluctuations in loss 
experience. 

4. Internationalization 

I uring the 1993 financial year, 29 D 

Spanish insurance enterprises did 
business in foreign markets through 32 
branches. These were mainly located in 
EU countries (22) and were largely 
involved in non-life insurance. Of the 32, 
17 were branches of non-life enterprises, 
eight were branches of life insurance 
enterprises and seven were branches of 
composite insurance enterprises. 

The proximity of the Principality of Andorra 
makes it a particularly attractive location 
for branches of Spanish firms, especially 
those based in the neighbouring 
autonomous community of Catalonia, 
where most of the Spanish enterprises 
active in the Principality have their head 
offices. Andorra was also the location of 
most of theforeign branches of composite 
insurance enterprises. 

Gross premiums written by such branches 
generally accounted foronly a small share 
of total business (0.4% in life insurance 
enterprises, 0.7% in non-life enterprises 
and 0 . 1 % in composite insurance 
enterprises). Considering the 
opportunities created by the opening-up 
of the internal market, Spanish enterprises 
appear to be just starting to make inroads 
into other EU markets. 

Table E5: Reinsurance business (of specialist reinsurance enterprises) (1993) 
Fire and other Motor Marine, 

damage vehicle aviation and 
to property insurance transport 

General 
liability 

Mio PTA / % Mio PTA / % Mio PTA / % Mio PTA / % 
Technical part / gross 
Premiums accepted (= 100%) 
Investment income 
Claims incurred 
Operating expenses 

27 592 
8.37 

61.05 
33.36 

17 965 
37.57 
83.53 
25.75 

5 824 
9.39 

75.81 
24.91 

4 359 
17.18 
99.70 
32.23 

Balance of the technical account 3.07 16.67 -3.98 -15.71 

Source: Memoria Estadística: Seguros privados 1993. Dirección General de Seguros. Ministerio de Economia y Hacienda. Madrid 1995. 
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As regards the activities of foreign 

enterprises in Spain, 28 branches of 

foreign firms were active in the Spanish 

market with a market share of only 5.7% 

of total gross premiums written. Of this 

total, 20 were branches of enterprises 

with head offices in the EU. 

5. Employment 

W ith fast premium growth and 

more or less stable employment 

since 1990, productivity in the insurance 

industry rose at an acceptable rate (gross 

premiums written per employee totalled 

PTA 60.3 million in 1992 and PTA 65.4 

million in 1993). 

Per-capita labour costs (gross wages 

and salaries plus employers' social 

contributions per employee) totalled about 

PTA 5 million in 1993, in comparison with 

PTA 4 million in 1992. 

Table E6: Employment (1985-93) 
. . ■ . ■ ■ ■ 

. . . ■ ■ ■ . . . . 

1985 1990 1992 1993 

Life insurance enterprises 

Non-life insurance enterprises 

Composite insurance enterprises 

Specialist reinsurance enterprises 

3 608 3 835 

14390 14414 

26 055 26 102 

212 219 

Total 33 414 
1 

42 895 44 265 44 570 

1. unespa (source) 

Source: Dirección Generaide Seguros. Ministerio de Economia y Hacienda. 

By far the largest employers were the 

composite insurance enterprises. Their 

market share in terms of total premiums 

written andtheirshareof total employment 

in the insurance industry were both 58.6%. 

6. Investments 

The largest share of investments 

was in debt securities and other 

fixed-income securities and in 

participations in investment pools. In non-

life enterprises, land and buildingsclaimed 

a relatively large share of total 

investments. 

As regards investment policy, enterprises 

strove, on the one hand, to reduce tangible 

investments and variable-yield securities 

(shares) and, on the other, to maintain 

the share of investment in affiliated 

enterprises and participating interests. A 

considerable proportion of investment was 

also devoted to fixed-income securities. 

Table E7: Investments (1993) 

Life 

insurance 

enterprises 

Non-life 

insurance 

enterprises 

Composite 

insurance 

enterprises 

Specialist 

reinsurance 

enterprises 

Mio PTA / % Mio PTA / % Mio PTA / % Mio PTA / % 

Land and buildings 

Investments in affiliated enterprises 

and participating interest 

Shares and other variable-yield securities 

and units in unit trusts 

Debt securities and other fixed-

income securities 

Participation in investment pools 

Loans guaranteed by mortgage 

Deposits with ceding undertakings 

8.94 

1.83 

5.62 

61.47 

19.39 

2.75 

0.01 

24.53 

6.50 

4.83 

35.65 

26.92 

0.43 

1.24 

14.45 

6.66 

2.79 

47.98 

25.97 

1.44 

0.70 

3.87 

63.35 

1.41 

13.64 

4.37 

0.00 

13.36 

Total of investments 1 840 031 

= 100% 

425 965 

= 100% 

2 644 902 

= 100% 

111 342 

= 100% 

Source: Memoria Estadística: Seguros Privados 1993. Dirección General de Seguros. Ministerio de Economia y Hacienda. Madrid 1995. 
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Table E8: Gross technical provisions (1993) 

Life 

insurance 

enterprises 

Non-life 

insurance 

enterprises 

Composite 

insurance 

enterprises 

Spain 

Specialist 

reinsurance 

enterprises 

Mio PTA / % Mio PTA / % Mio PTA / % Mio PTA / % 

Provisions for unearned premiums (1 ) 

Life insurance provisions 

Provisions for outstanding claims 

Other technical provisions 

0.13 

92.80 

2.57 

4.50 

31.58 

62.33 

6.09 

13.95 

58.43 

26.48 

1.14 

27.60 

2.04 

70.37 

0.00 

Total of technical provisions 2 007 265 

=100% 

500 553 

=100% 

2 964 393 

=100% 

65 406 

=100% 

1. Technical provisions for current risks. 

Source: Memoria Estadística: Seguros Privados 1993. Dirección General de Seguros. Ministerio de Economia y Hacienda. Madrid 1995. 

These situation is essentially determined 

by the particular suitability of fixed-income 

securities for investing technical 

provisions and by the situation on the 

financial markets, which was largely 

marked by high interest rates. 

7. Gross technical provisions 

The growth in insurance business, 

particularly in life insurance, naturally 

led to an increase in gross technical 

provisions. 

Technical provisions totalled 

PTA 5 537 346 million on 31 December 

1993, 15.7% up on the 1992 total of 

PTA 4 786 743 million. This growth rate 

is much the same as in previous years. 

A breakdown by category of enterprises 

shows that the biggest totals and the 

highest growth rates in 1993 were in 

enterprises carrying out both life and non-

life insurance business. In 1993, the gross 

technical provisions of composite 

insurance enterprises were 20.8% higher 

than the 1992 figure of PTA 2 453 475 

million. With total technical provisions of 

PTA 2 007 276 million in 1993, the 

growth rate for specialist life insurance 

enterprises was 10.4%, while that for 

specialist non-life enterprises was 8.7%. 

In life insurance, gross technical 

provisions are, of course almost entirely 

dominated by life insurance provisions, 

which also include provisions for unearned 

premiums. In non-life insurance, the main 

items are provisions for unearned 

premiums and provisions for outstanding 

claims. 

Table E9: Capital and reserves (1993) 

Subscribed capital or reserves 

Share premium account 

Revaluation reserve 

Reserve 

Other parts (1) 

Total of capital and reserves 

Life 

insurance 

enterprises 

Mio PTA / % 

62.52 

0.20 

1.74 

26.40 

9.13 

233 985 

= 100% 

Non-life 

insurance 

enterprises 

Mio PTA / % 

57.91 

7.38 

1.00 

33.43 

0.28 

184 959 

= 100% 

Composite 

insurance 

enterprises 

Mio PTA / % 

52.35 

7.67 

1.34 

45.08 

-6.44 

407 587 

= 100% 

Specialist 

reinsurance 

enterprises 

Mio PTA / % 

31.70 

3.73 

0.00 

55.85 

8.72 

82 485 

= 100% 

1. Including unallocated profit or loss from previous financial years and profit or loss for the financial year after tax and capital losses 

on marketable fixed-income securities. 

Source: Memoria Estadística: Seguros Privados 1993. Dirección General de Seguros. Ministerio de Economia y Hacienda. Madrid 1995. 
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In life insurance enterprises, technical 

provisions represented 347% of gross 

premiums written, while this percentage 

wasfar lower among composite insurance 

enterprises (189%) and nonlife insurance 

enterprises (74%). 

8. Capital and reserves 

The main items in capital and reserves 

are subscribed capital or equivalent 

funds and reserves. The percentage of 

reserves of life insurance enterprises was 

lower than in composite enterprises. This 

could be because most life insurance 

enterprises are not very old and have 

therefore had little time to build up larger 

reserves. 

However, the total of capital and reserves 

represented 40% of gross premiums 

written in life insurance enterprises, 27% 

in nonlife enterprises, 26% in composite 

enterprises and 113% in specialist 

reinsurance enterprises. Spanish 

insurance enterprises thus appear well

equipped for the growing competition they 

may be expected to face in the European 

single market. 

9. Summary and outlook 

T ~ h e Spanish insurance market is 

' currently experiencing a thorough

going transformation. It is an expanding 

market with much potential for growth, 

which is preparing itself for adaptation to 

the new insurance regulations based on 

the third generation of EU insurance 

directives. These new regulations will 

undoubtedly pave the way for the full 

integration of the Spanish insurance 

industry into the European single market. 

As far as the enterprises themselves are 

concerned, the adoption of the new legal 

framework means making adjustments 

aimed at strengthening their financial 

structures and improving their market 

efficiency and flexibility. This process will 

make Spanish enterprises more 

competitive and improve their position in 

the various markets. 

These circumstances, combined with the 

concentration and restructuring of the 

enterprises in recent years, augur well for 

the untroubled integration of the Spanish 

insurance industry into the single market. 

::;:;: -.'imi 
■•■■■-■■■■■™ 
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Luxembourg 

1. Introduction 

The Grand Duchy of Luxembourg is 

noted for its great stability, both in its 

public finances and in its economic, social 

and political affairs. By virtue of its central 

location, Luxembourg is easily accessible 

by all means of communication. Since 

the 1960s, Luxembourg has become a 

major banking centre, and more recently 

the steady growth of proper banking 

services has been accompanied by a 

considerable expansion in investment 

funds. 

Among the financial services available 

on the Luxembourg market, the 1980s 

witnessed the addition of reinsurance 

activities. The consolidation and 

expansion of the Luxembourg insurance 

market is also confirmed by the sharp 

increase inthenumberof direct insurance 

enterprises active in the country and the 

considerable growth of premium income. 

Atthe end of 1993, some 73 direct insurers 

were operating in the Grand Duchy, an 

increase of five on the previous year's 

figure. Four new companies were set up 

in the first three quarters of 1994. As for 

reinsurance companies, 13 were set up in 

1993 and 19 in the first three quarters of 

1994. On 1 October 1994, there were a 

total of 201 reinsurance firms and 213 at 

the end of theyear. Most of the reinsurance 

enterprises are captives. 

Per capita premiums totalled LFR 48 701 

(excluding the freeedom to provide 

services (FPS) business) and gross 

premiums accounted for 10.4% of GDP, 

one of the highest percentages in the 

European Union. 

The application of Community regulations 

is a guarantee for policyholders, who 

enjoy all the protective measures provided 

for in European legislation. During 1993 

and in the first quarter of 1994, the 

activities of the Insurance Supervisory 

Authority (Commissariat aux Assurances) 

were marked by the introduction of the 

new legal framework completing the single 

market in insurance. As part of this, the 

third generation Directives and the 

accounting Directive were incorporated 

into Luxembourg law. Supervision and 

prior approval of general conditions 

and tariffs for insurance policies were 

phased out. 

In 1993, a total of 36 life insurance 

enterprises comprised 29 domestic 

firms, six branches of foreign firms 

and a pension fund. The majority of 

non-life enterprises were also 

incorporated in Luxembourg: 20 as 

against 15 branches of foreign firms. 

As for the composite enterprises, one 

was a Luxembourg-registered 

company and one a branch of aforeign 

firm. 

There was a noticeable upward trend 

in the number of life insurance firms, 

from 15 in 1986 to 45 on 1 June 1995. 

Over the same period, a drop in the 

number of branches set up in the 

Grand Duchy of Luxembourg (from 35 

in 1986 to 23 in 1993) mirrored a rise 

200 

180 

160 

140 

120 

100 

80 

60 

40 

20 

0 

Figure L1: Number of enterprises (1980-93) 

11 
20 23 

12 12 

25 
33 

136 

184 
173 

1980 1985 1990 1992 

Source: Rapport annuel pour l'année 1993, Commissariat aux assurances. 

36 35 

■ ■ ■ " _ 

1993 

| Life insurance enterprises 

| Non-life insurance enterprises 

| Composite insurance enterprises 

| Specialist reinsurance enterprises 

Insurance in Europe eurostat 



Luxembourg 

1986 to 50 in 1993). Some foreign firms 

converted their branches into 

Luxembourgregistered subsidiaries, 

while others gave up their branch status 

in order to carry on business in the Grand 

Duchy under the freedom to provide 

services from their head offices. 

2. Profit and loss account 

The results for the 1993 financial year 

may generally be described as 

excellent for the whole insurance and 

reinsurance sector. In nonlife insurance, 

the absence of major claims enabled 

almost all classes to generate a profit. 

Life insurance, which started its 

spectacular growth in the early 1990s, 

continued its aboveaverage expansion. 

The reinsurance sector pursued the trend 

established over the last decade. 

Throughout the chapter, the figures for 

the two composite enterprises were 

broken down into life and nonlife 

business. 

The distribution between the technical 

and nontechnical parts of the profit and 

loss account as set out in the accounting 

Directive will not be introduced until the 

1995 financial year. The technical part of 

the profit and loss account presented 

here (for life, nonlife and reinsurance 

enterprises) in fact includes certain items 

from the nontechnical part. 

In 1993, some 96.4% of life gross 

premiums written in the Grand Duchy 

were generated by Luxembourg

registered firms and only 3.6% by 

branches of foreign firms, owing to the 

Table L1 : Top 5 life, nonlife and composite insurance 

enterprises (1993) (1) 

Names of the enterprises 

Gross 

premiums 

written 

(Mio LFR) 

Growth 

(%) 
199293 

Market 

share 

(%) 

Life insurance enterprises 

1) Paneurolife 

2) Lombard International 

3) AG LuxembourgVie 

4) La LuxembourgeoiseVie 

5) Swiss Life 

Total of life insurance (2) 

6 336 

4 332 

1 206 

1 127 

1 114 

19 525 

50.19 

76.75 

78.38 

9.77 

39.15 

28.78 

32.45 

22.19 

6.17 

5.77 

5.71 

100.00 

Nonlife insurance enterprises 

1) West of England Shipowners... 

2) Le Foyer Assurances 

3) La Luxembourgoise 

4) Shipowners Mutual Protection... 

5) AXA Assurances 

Total of nonlife insurance (3) 

8 227 

4 802 

3 373 

1 448 

894 

22 754 



19.35 

9.81 



8.57 

51.19 

36.16 

21.10 

14.83 

6.36 

3.93 

100.00 

1. The total life and nonlife gross premiums written only cover the Members of the ACA. 

2. Business of life insurance enterprises and life business of composite insurance enterprises. 

3. Business of nonlife insurance enterprises and nonlife business of composite insurance enterprises. 

Source: Association des Compagnies d'Assurancesagréées aiι Grand-Duchéide'Luxembourg. 

tendency of such branches to convert 

into Luxembourgbased companies. 

Some 88.7% of nonlife premiums written 

were generated by domestic enterprises, 

leaving 11.3% to branches of foreign 

firms. This is further evidence of the 

declining importance of branches of 

foreign firms, which, in 1986, accounted 

for 44.2% of life and 30.7% of nonlife 

premiums written. 

The 1993 was marked by the continuing 

rapid growth inthe volume of life insurance 

premiums written, which rose by 40.4% 

in comparison with 1992. This increase 

was mainly due to the growth of business 

carried on under the freedom to provide 

services by Luxembourgbased firms. 

Those premiums, three quarters of which 

were generated by the two largest firms in 

the market, accounted for 71.5% of total 

premiums earned in 1993. 

Operating costs for direct life insurance 

were relatively low because a considerable 

proportion of such business was 

contracted under FPS. 

Nonlife insurance business grew by 

18.1% between 1992 and 1993 and 

decreased by 9.6% in 1994. 

Disregarding the activity of a number of 

enterp rises special ¡zing in liabilityforships 

(sea, lake and river, and canal vessels), 

total premiums written amounted to 

LFR 14 635 million with a claims ratio of 

55% and an operating expenses ratio of 

26%. 
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Table L2: Profit and loss account of life, non-life, composite and specialist 
reinsurance enterprises (1993) 

Life insurance Non-life insurance Specialist reinsurance 
(Mio LFR) % (Mio LFR) % (Mio LFR) % 

Technical part / gross 
Direct premiums written 
Reinsurance premiums accepted 

20 398 100.00 24 390 100.00 
67 406 100.00 2 

Premiums written 
Investment income 
Change in the equalisation provision 
Claims incurred 
Change in life insurance provisions 
Operating expenses 

6 348 

4 589 
19 233 
2 226 

31.12 1 

22.50 1 
94.29 1 
10.91 1 

2 874 11.78 1 
1 861 7.63 1 

15 345 62.92 1 

4 806 19.70 1 

67 406 
13215 
19 852 
35 949 

9 170 

100.00 
19.61 2 
29.45 2 
53.33 2 

13.60 2 
Balance of the technical account 698 3.42 1 4 912 20.14 1 

1. In percentage of direct premiums written. 
2. In percentage of gross premiums written. 

Source: Rapport annuel pour l'année 1993, Commissariat aux assurances. 

The fairly low level of claims on non-life 
insurance policies is attributable to the 
practice of fronting, which involves 
reinsuring part, or the whole of a portfolio 
of policies at 100%. This is mainly done 
by direct insurance enterprises. 

As regards reinsurance enterprises, 
premium income rose by 14.5% between 
1992 and 1993. For 1994, premiums are 
estimated to have grown by 4.2%. 

The attraction of Luxembourg as a 
financial centre for specialist reinsurance 
enterprises acting as captives resides in 
the obligation on firms to constitute large 
provisions forfluctuations in claims, which 
enables them to rapidly increase their 
risk-carrying capacity. 

3. Analysis of the mainproducts 

The majority of marine, aviation and 
transport business is composed of 

liability policies for ships written by a 
small number of specialized enterprises. 

The results of the marine liability class 
should be viewed with caution because, 
owing to the special procedures adopted 
by such enterprises, a significant 
proportion of the figures are not booked 

Table L3: Direct non-life insurance business of non-
enterprises (1993) 

Marine, aviation 
and transport 

Mio LFR / % 
Direct premiums written (= 100%) 1 o 243 
Investment income 5.89 
Claims incurred 72.75 
Operating expenses 10.35 
Balance (1) 22.75 

life and composite 

Motor vehicle, 
third party 

liability 
Mio LFR / % 

4 038 
25.14 
82.97 
25.41 

7.38 

insurance 

Fire and other 
damage to 

property 
Mio L F R / % 

3 661 
7.26 

41.79 
33.33 
20.05 

Motor vehicle, 
other classes 

Mio LFR / % 
2 458 

5.65 
67.02 
27.67 

1.06 

1. This balance is a miscellany of the technical and non technical account. 

Source: Rapport annuel pour l'année 1993, Commissariat aux assurances. 
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to the financial year for which the risk is 

covered, but carried forward to 

subsequent financial years. 

Including investment income, all 

insurance classes generated a surplus in 

1993, whereas the 1992 results showed a 

deficit in the motor vehicle third-party 

liability and "casco". 

The traditionally profit-making fire class, 

which nevertheless suffered a deficit in 

1992 owing to a series of major claims, 

returned to black figures in 1993, 

generating a profit inthe region of LFR 387 

million. 

A breakdown of life insurance between 

business contracted on the Luxembourg 

market and business contracted under 

FPS demonstrates that the latter induces 

lower commissions and general expenses 

than domestic transactions. This is 

attributable to the profile of products sold 

under FPS, which incorporate a significant 

saving element and involve high 

premiums. 

The majority of reinsurance contracts 

cover major industrial and financial risks 

of non-life insurance. Generally speaking, 

the contracts written by Luxembourg 

reinsurers are becoming more and more 

technical and diversified, with a growing 

emphasis on long-term business such as 

liability or pollution cover, which traditional 

markets do not or only rarely handle. 

4. Internationalization 

In 1993,21 branches of enterprises with 

head offices abroad were active in the 

Luxembourg market (19 in June 1995). In 

recent years, there has been a drop in the 

number of such branches owing to 

changes in legal form and the fact that 

some branches have given up their 

authorization in preference to carrying on 

business under FPS from their head 

offices. The market share of branches of 

foreign firms in 1993 was only 7.8% of 

total life and non-life premiums written. 

They are generally branches of firms 

based in neighbouring countries and in 

Switzerland. 

Since thethird generation Directives came 

into force, 88 foreign firms stated their 

intention to carry on business directly in 

Luxembourg under the right of 

establishment (FPS). 

In contrast, few Luxembourg-registered 

firms are established outside the country: 

only two non-life enterprises have 

branches in the United Kingdom and one 

in The Netherlands. As regards FPS, 

more than 40 Luxembourg-registered 

firms operate outside the country, two 

thirds of which, in life insurance. 

Avery high proportion of premiums written 

by Luxembourg-based life insurance 

companies is generated by FPS business 

(LFR 14.6 billion or 71.5%). The main 

markets for such services are other EU 

countries (66%) with the rest of the world 

accounting for 5%. 

The volume of life business conducted 

under FPS boomed, growing by 64.5% 

between 1992 and 1993. The growth in 

such transactions in 1993 was attributable 

to a small number of insurers recently 

established in Luxembourg who have 

been expanding steadily since then. 

5. Employment 

A male/female breakdown of 

employees in the Luxembourg 

insurance industry shows that there are 

12 male to 17 female manual workers, 

601 male to 470 female clerical staff and 

102 male to six female managerial staff. 

A nationality breakdown reveals that 721 

of the 1 071 clerical staff and 58 of the 

108 managerial staff were Luxembourg 

nationals. 

Figure L2: Employment (1985-93) 
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It should be pointed out that the above 
figures relate to employees of direct 
insurers, i.e. people linkedtothe enterprise 
by contract of employment. They therefore 
exclude the vast majority of an estimated 
6 200 people accredited by the authorities 
as insurance agents who have self-
employed status. In 1993,342 candidates 
sat the professional examinations 
organized by the Insurance Supervisory 
Authority, 184 of whom demonstrated 
that they possessed the minimum 
professional knowledge required to 
operate as insurance agents. In December 
1993, a total of 13 people were authorized 
as insurance brokers. 

Reinsurance enterprises employed about 
150 people, their administration being 
generally entrusted to management 
companies. 

6. Investments 

Table L4 shows a breakdown of 
investments held at 31 December 

1993 by insurance enterprises as 
coverage for their LFR-denominated 
liabilities. 

Of the investment holdings of insurance 
companies in 1993, 70.7% was in the 
form of debt securities (of which 16.8% 
was composed of Luxembourg public 
debt or equivalent issues and 17.5% debt 
securities by Luxembourg companies), 
11.1% was in shares (of which 3.3% was 
composed of shares in open-end funds) 
and 13.9% was in other assets, including 
sight and term bank deposits in particular. 

Table L4: Investments (1993) 
Life 

insurance 
enterprises 

Non-life 
insurance 

enterprises 
% % 

Land and buildings 
Debt securities 
Shares 
Other 

3.44 
73.40 
10.15 
13.01 

5.49 
66.81 
12.51 
15.19 

Total of investments = 100% 100% 

Source: Rapport annuel pour l'année 1993, Commissariat aux assurances. 

As regards the Luxembourg portfolio, 
there is no significant difference between 
the investment structures of life and non-
life business, as the investment policies 
of all insurance companies are determined 
by the same legal framework. 

To date, cover for liabilities denominated 
in currencies other than Luxembourg 
francs has been decided case by case. 
On the whole, debt securities and units in 
unit trusts are the main assets used to 
cover such liabilities, with property and 
mortgage loans playing a minor role. 

In future the distinction between liabilities 
in Luxembourg francs and those in 
currencies otherthan Luxembourg francs 

will disappear because the incorporation 
of the third Directives into national law 
provides a single legal framework for all 
assets representing technical provision, 
regardless of the currency in which the 
corresponding liabilities are denominated. 

Investment income was LFR 2 874million 
for non-life insurance (7.1 %of the average 
grosstechnicalprovisions) and LFR 6 348 
million (13.2%) for life insurance. It should 
be noted that this figure is the financial 
yield on all assets held by enterprises, 
both free assets and those covering 
technical provisions. Italsoincludesgains 
and losses on the realization of 
investments. Unrealized gains on 

Table L5: Gross technical provisions (1993) 
Life Non-life Specialist 

insurance insurance reinsurance 
enterprises enterprises enterprises 
Mio LFR / % Mio LFR / % Mio LFR / % 

Provisions for unearned premiums 
Life insurance provisions 
Provisions for outstanding claims 
Equalization provisions 
Other technical provisions 

9.69 
98.73 

Total of gross technical provisions 

1.27 
-
-

57 909 
=100% 

79.30 
11.01 

-
44 140 
=100% 

30.09 
47.59 
22.32 

160 972 
=100% 

Source: Rapport annuel pour l'année 1993, Commissariat aux assurances. 
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investments are not included, while 
unrealized losses on investments are only 
taken into account if they have been 
recorded in the firm's general profit and 
loss account. In life insurance, unrealized 
gains and losses on assets covering 
technical provisions in respect of life 
policies in which the sum insured is 
determined on the basis of reference 
values are always included. 

The yield on investments by reinsurance 
enterprises was LFR 13 215 million (9.0% 
of the average gross technical provisions). 

7. Gross technical provisions 

At the end of 1993, the mathematical 
provisions of life insurance 

enterprises totalled over LFR 57 176 
million, an increase of over 50% in 
comparison with the previous financial 
year. For the first time provisions relating 
to business carried on under FPS were 
greater than those for domestic business 
(51.2%). Provisions for claims totalled 
LFR 734 million. 

The technical provisions of reinsurance considerable holdings of free assets in 
enterprises rosefrom LFR 107 700 million 
to LFR 160 972 million between the end 
of 1992 and the end of 1993 (+ 49.5%). 

Generally speaking, provisions are 
calculated at the end of the year on a 
policy-by-policy basis. However, 
provisions can be calculated globally in 
the course of the financial year. 

8. Capital and reserves 

As an additional financial guarantee, 
Luxembourg-registered insurance 

firms must constitute an adequate 
solvency margin in respect of all their 
activities. Funds declared by enterprises 
as cover for the solvency margin totalled 
some LFR 10.8 billion at 31 December 
1993. Of this amount, the registered 
capital invested, or initial capital of 
Luxembourg-registered enterprises alone 
totalled LFR 8 827 million (life insurance: 
LFR 7 098 million; non-life: LFR 1 729 
million). However, enterprises have 

excess of solvency requirements. 

The paid-up capital of reinsurance 
enterprises totalled LFR 16 756 million. 

9. Summary and outlook 

The results for the 1993 financial year 
may be considered very good both 

in insurance and reinsurance. As regards 
non-life insurance, nearly all classes 
generated a surplus owing to the lack of 
major claims and a judicious tariff policy. 
Life insurance continued its remarkable 
expansion, particularly in the international 
field. 

As regards the reinsurance sector, it 
should be noted that, in 1993, the rate of 
new company start-ups eased slightly in 
comparison with previous financial years. 
This slow-down is due more to a certain 
degree of market saturation than to 
reinsurers losing interest in the Grand 
Duchy of Luxembourg. Alongside the 
collective investment undertakings sector, 
the reinsurance industry is still one of the 
most dynamic sectors in the Luxembourg 
economy. 
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