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Interim report for the first half of 2008
Growth in earned premiums and insurance earnings but weaker investment return

Highlights
•

(compared with the first half-year of 2007)

Gross earned premiums were DKK 8,571m, up 4.9% in local currency
terms (5.7% in DKK terms).

•

Technical result was up by 3.4% to DKK 1,321m

•

Combined ratio of 87.6

•

Gross investment return of 0.9%. Investment return of DKK -500m
after transfer of technical interest
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•

Pre-tax profit of DKK 801m

•

Profit after tax of DKK 534m

•

17% return on equity before tax

•

The number of policies increased by 171,500 in the first half of 2008, of which Finland and
Sweden accounted for 111,500.

•

TrygVesta has signed a cooperation agreement with DLG for the distribution of insurance products
in Denmark and Sweden.

•

The full-year outlook for premium growth is retained at 5%. The outlook for the technical result is
increased from DKK 2.4bn to DKK 2.6bn and the outlook for combined ratio is improved to 88
from 89. The pre-tax profit outlook is retained at DKK 2.3bn, however, the outlook for net income
is lowered by DKK 100m to DKK 1.5bn due to lower tax-free equity income.

TrygVesta hosts a webcast and teleconference on Tuesday, 19 August 2008, at 9:30 CET
To participate in the teleconference, please call +44 208 817 9301 or +45 70 26 50 40.

The interim financial statements are unaudited.
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Financial highlights and key ratios
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The Group’s performance
Compared with the first half-year of 2007, unless otherwise indicated.

•

Premium growth of 4.9% in local currency terms (5.7% in DKK terms) in first half of 2008

•

Claims ratio down by 1.6 percentage points to 66.5

•

Expense ratio retained at 17.0 despite strong growth and higher payroll costs

•

Higher claims expenses in the Nordic region and particularly on building insurance may result
in new initiatives to maintain profitability

Premium growth of 4.9%
The Group recorded gross earned premiums of DKK 8,571m in the first half-year of 2008, which was DKK 465m, or
4.9% in local currency terms (5.7% in DKK terms), more than in the same period of 2007. The increase was primarily
attributable to strong growth in Private & Commercial Norway and Corporate of 4.1% and 6.6%, respectively, in local
currency terms.
Activities in Finland and Sweden recorded aggregate growth of 81.4% or DKK 118m to DKK 263m in the first half of
2008, and the total portfolio in the new markets stood at DKK 630m at 30 June 2008. Growth was attributable to a
sustained high inflow of customers. In Finland, it was a direct result of the sales organisation being enhanced and
enlarged. Sweden and Finland accounted for 1.5 percentage points and Denmark and Norway accounted for 3.4
percentage points of the Group’s total premium growth of 4.9%.
In the second quarter of 2008, Private & Commercial Norway contributed growth of 4.7% in local currency terms,
compared with 3.6% in the first quarter of 2008. The sustained improvement was attributable to an increased inflow of
customers and to the price increases which were initiated in 2007 and continued in 2008. In Private & Commercial
Denmark, gross earned premiums were 0.7% higher (0.8% after bonus/premium rebates) in the second quarter of
2008. The performance of Private & Commercial Denmark was below expectations. Backed by various initiatives within
motor and house owners’ insurance launched in the first half-year of 2008, premium growth is expected to increase
during the remainder of 2008.
Year-to-date, the portfolio had grown by a net amount of some 171,500 policies, with Finland and Sweden accounting
for 111,500 policies.
Claims
Gross claims rose 3.2% to DKK 5,699m compared with DKK 5,523m in the first half of 2007. The claims ratio, net of
ceded business, was 70.6 in the first half-year of 2008 against 70.1 in the same period of 2007. The DKK 176m
increase in gross claims incurred was primarily attributable to higher repair costs as a result of higher wages and
higher costs of materials. On the other hand, the first six months of 2008 were favourably affected by run-off gains
amounting to DKK 393m against DKK 322m in the same period of 2007.
The number of large claims was lower than expected in the first half of 2008 and lower than the same period of 2007.
Large claims amounted to DKK 179m (DKK 155m net) before reinsurance compared with DKK 473m (DKK 312m net)
in the first half of 2007.

TrygVesta A/S
HEAD OFFICE
Klausdalsbrovej 601
2750 Ballerup
Denmark

INVESTOR RELATIONS
+45 44 20 45 20
WEBSITE
www.trygvesta.com

E-MAIL
ir@trygvesta.com
CVR. NO.
26460212

Interim report – H1 2008 | 19 August 2008 | Page 4 of 34

Weather-related claims were DKK 57m compared with DKK 101m in the first half-year of 2007. The reduction was
primarily due to the mild winter.
Adjusted for the effect of large claims, weather-related claims, run-off results and interest rates, the underlying claims
ratio increased. This was primarily attributable to Private & Commercial Denmark, which recorded higher average
building claims and higher claims within the health area. The higher average building claims were driven by higher
wages and higher costs of materials. To counter the effect of these factors on the Group’s financial results, TrygVesta
has already launched a number of initiatives and additional measures have been scheduled to maintain the favourable
claims level.
Costs kept steady despite high level of sales
Selling, marketing and administrative expenses at DKK 1,459m were up by DKK 79m, or 5.7%, in the first six months
of 2008. The performance was impacted by the continued expansion in Finland and Sweden, which together recorded
expenses of DKK 48m more than in the first half of last year. Expenses in the Norwegian and Danish activities
increased by 3.6%. The Group’s gross expense ratio was unchanged at 17.0. The expense ratio in the Norwegian and
Danish activities fell to 15.7 from 16.0.
The development in expenses included higher payroll costs, generally up by approximately 6% in the Danish and
Norwegian financial sectors in the first half of 2008. Staff turnover in Norway was furthermore affected by strong
demand for qualified employees in the labour market. As a result of the general pay increases, TrygVesta will increase
its focus on costs in the second half of 2008.
Technical result
The technical result amounted to a profit of DKK 1,321m in the first half-year of 2008, an improvement of 3.4%, or
DKK 43m, attributable to strong premium growth, run-off gains and a higher level of interest rates. The improvement
was furthermore achieved despite costs related to the expansion in Finland and Sweden.
In the second quarter of 2008, the technical result amounted to a profit of DKK 684m, or DKK 61m lower than in the
same period of 2007. Contributing factors included a higher number of claims, higher costs of health claims and higher
selling expenses. Moreover, the Norwegian private business was hit by a higher number of and more expensive claims
relating to fires in single-family houses.
Combined ratio affected by claims inflation
The combined ratio amounted to 87.6 in the first half of 2008 relative to 87.1 in the same period of 2007. The adverse
development was mainly attributable to higher average building claims, higher motor claims frequencies and higher
selling expenses. Large claims and weather-related claims had an impact of 1.8 and 0.7 percentage point(s),
respectively. Run-off gains had a favourable impact on the combined ratio of 4.8 percentage points.
Investment return
The investment portfolio amounted to a total of approximately DKK 37.1bn at 30 June 2008. Investment activities
yielded a total return of DKK 14m compared with DKK 923m in the first half of 2007. The decline was primarily
attributable to a loss in the value of equities of DKK 466m in aggregate against a DKK 458m gain in the first six
months of 2007. Capital losses on equities mainly occurred in the first quarter of 2008, whereas the price falls in June
2008 had a more limited effect on the second quarter investment return as a result of the lower weight to equity
investment implemented at the beginning of January 2008.
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Rising bond yields throughout the second quarter of 2008 resulted in a negative bond return, which was largely off-set
by value adjustments of provisions as a result of a higher discount rate.
After transfer of technical interest of DKK 725m and other financial income and expenses, the investment result
amounted to a net loss of DKK 500m, which was DKK 974m lower than in the same period of 2007.
In the second quarter of 2008, the investment result amounted to a net loss of DKK 135m against a net profit of DKK
322m in the same period of 2007. Equities accounted for a DKK 44m loss in the second quarter of 2008.
The turmoil in the financial markets underlines the importance of focusing on profitable insurance operations.
Profit before and after tax
The Group posted a pre-tax profit of DKK 801m against DKK 1,745m in the same period of 2007. The performance
was composed of a strong technical result of DKK 1,321m, an improvement of DKK 43m on the same period of 2007,
and a loss on investment activities of DKK 500m, which was DKK 974m lower than in the same period of 2007.
Profit after tax was DKK 534m in the first half of 2008 against DKK 1,360m in the same period of 2007.
Capital losses on equities are non-deductible and based on the Group’s capital losses of the first half-year, the
effective tax rate was 33%.
Return on equity
At 30 June 2008, equity stood at DKK 8,846m against DKK 10,010m at 1 January 2008. The change was primarily
attributable to a dividend payment of DKK 1,156m, share buybacks of DKK 424m and the favourable impact of the
financial results for the first half-year of 2008. The annualised return on equity was 17% before tax in the first six
months of 2008.
Operational highlights

•

Competition changed in the first half-year of 2008, as the small Danish insurers refocused on balancing price and
risk. In Norway, the companies leveraged on the opportunity to create a better balance between higher average
claims and premium performance through new premium adjustments.

•

In June 2008, the Group’s roadside assistance product (“Tryg Vejhjælp”) was added to the motor insurance
coverage held by around 200,000 Danish concept customers at no additional cost. At the same time, the Group
started selling “Tryg Vejhjælp” to customers not comprised by Tryg’s concept benefits and the extended roadside
assistance product “Udvidet Tryg Vejhjælp” to all customers. Sales of “Tryg Vejhjælp” are ahead of projections,
and the product is the most recent example of innovation supporting the Group’s role as a peace-of-mind
provider.

•

In mid-August 2008, the Danish business will launch a new health product for corporate customers. The product
focuses on employee health and offers help towards adopting a healthier lifestyle through health checks, help for
exposed groups and status reports offering specific plans of action for helping companies improve the health of
their employees.
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•

TrygVesta has employed a manager for the Swedish corporate business, and the Corporate business will open an
office in Stockholm, Sweden at the beginning of September 2008.

•

The number of customers in the Oslo region began to rise again in the first half of 2008 after a period of decline.
The renewal rate also performed favourably in the Oslo region, increasing by 1 percentage point.

•

The business in Finland expanded its distribution network by 40 new insurance agents in the first half of 2008.

•

TrygVesta has signed a cooperation agreement with DLG, Denmark’s leading supplier of agricultural products, for
the distribution of insurance products in Denmark and Sweden. DLG, which also spans telecommunications, food
products and machinery, generates revenue of DKK 24bn and has 5,000 employees. The agreement is expected
to contribute to earned premiums and earnings from 2009.
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Private & Commercial Denmark
Private & Commercial Denmark sells insurances to private households and small and medium-sized enterprises in Denmark under the
Tryg brand name. Sales are handled by five customer centres/call centres, 16 local service centres, affinity groups, car dealers, real
estate agents and Nordea’s branches. Private & Commercial Denmark has around 1,400 employees.

•

Growth in gross earned premiums up by 1.1% (0.6 % including bonus/premium rebates)

•

Combined ratio of 84.4 in the first half of 2008 against 83.8 in the same period of 2007.

•

Renewal rate remained high at around 91

Earned premiums
Gross earned premiums in the first half-year of 2008 rose by DKK 21m, or 0.6%, relative to the same period of 2007.
In the second quarter of 2008, gross earned premiums were DKK 1,655m, equalling an increase of DKK 13m, or 0.8%
(0.7% before bonus), relative to the second quarter of 2007. Premium growth in the first half of 2008 was weaker
than anticipated, partly due to price reductions in motor insurance. In previous years, the price on motor insurance fell
by 3%-4%, but the decline slowed down in the first half-year, spurring expectations of a gradual improvement of
premium growth in the remainder of 2008. Premium performance on motor insurance is expected to improve in the
second half of 2008 through “Tryg Vejhjælp” and upcoming campaigns. Average motor premiums fell by 2.4% relative
to the first half-year of 2007, while average building premiums increased by 2.1% during the same period.
In 2007 and in the first six months of 2008, the market was characterised by tougher competition especially from
small insurers. However, price competition is deemed to have abated in the first half of 2008, as insurers increased
their focus on balancing growth and earnings.
The renewal rate remained unchanged at around 91 in the first half of 2008, and the number of policies increased by
26,000 during the reporting period.
In the second quarter of 2008, some 200,000 concept customers received “Tryg Vejhjælp” at no additional cost as a
customer benefit on their motor insurance. At the same time, sales of “Udvidet Tryg Vejhjælp” to these customers
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have been a great success, which confirms that customers are welcoming the Group’s ambition to continuously
improve the quality and service it provides.
In mid-August 2008, the Danish business will launch a new health product for corporate customers. The product
focuses on employee health and offers help towards adopting a healthier lifestyle through health checks, help for
exposed groups and status reports offering specific plans of action for helping companies improve the health of their
employees.
TrygVesta has signed a cooperation agreement with DLG, Denmark’s leading supplier of agricultural products, for the
distribution of insurance products in Denmark and Sweden. DLG, which also spans telecommunications, food products
and machinery, generates revenue of DKK 24bn and has 5,000 employees. The agreement is expected to contribute to
earned premiums and earnings from 2009.
Claims
The claims ratio rose to 66.9 from 64.9 in the same period of 2007. Run-off gains had a positive impact of 5.3
percentage points on the performance against 4.5 percentage points in the same period of 2007. The run-off result
was positively affected by motor policies, whereas building insurance reserves were strengthened.
Motor claims frequencies increased by approximately 8% in the first half of 2008. Developments in average motor
claims were moderate, increasing some 2% relative to the first half-year of 2007. In comparison, average motor
claims for the market as a whole increased by approximately 3% in the same period. TrygVesta owes its ability to
maintain a lower level of average claims to its cooperation agreements with garages.
Average building claims frequencies rose by around 7%. This improvement was particularly attributable to fewer
weather-related claims. Overall, average building claims increased by just over 9% in the first half-year of 2008. The
increase in average claims is attributable to rising prices which are feeding through to materials costs and repairer
wages. TrygVesta is considering whether higher claims within buildings insurance should lead to price increases.
Expenses
Costs totalled DKK 527m, a decline of DKK 36m relative to the same period of 2007, causing the expense ratio to fall
from 17.3 to 16.0. This was attributable to the continued focus on process enhancements. In the light of the higher
payroll costs, this focus should be intensified to maintain an unchanged level of costs.
Technical result
The technical result amounted to a profit of DKK 605m in the first half of 2008, a decline of DKK 9m compared with
2007. In the second quarter of 2008, the technical result amounted to a profit of DKK 299m, equivalent to a decline of
DKK 39m compared with the same period of 2007. The decline was primarily attributable to the fact that Private &
Commercial Denmark was hit by several medium-sized claims in the first six months of 2008, which amounted to DKK
67m against DKK 40m in the same period of 2007. Fewer weather-related expenses and a rising level of interest rates
had the opposite effect.
Combined ratio
The combined ratio amounted to 84.4 in the first half of 2008 relative to 83.8 in the same period of 2007. The
combined ratio was adversely affected by several medium-sized claims and higher average building claims, whereas
higher run-off gains and rising interest rates had a favourable effect on the combined ratio.
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Private & Commercial Norway
Private & Commercial Norway sells insurances to private households and small and medium-sized enterprises in Norway under
the TrygVesta and Enter brand names. Sales are handled by 85 franchise offices, our own sales agents, three regional
customer centres, 35 local sales centres, car dealers and Nordea’s branches. Private & Commercial Norway has around 1,100
employees excluding some 300 franchise office staff.

•

Gross premiums rose by 4.1% in local currency terms in the first half of 2008

•

Combined ratio of 95.7 in the first half-year of 2008 against 93.8 in the same period of 2007 as a result
of a strengthening of reserves on group life insurance and a higher number of and more expensive
building claims

•

Customer retention up by 0.1 percentage point to 86.3%

Premiums
Gross earned premiums in Private & Commercial Norway increased by DKK 138m in the first six months of 2008, or
4.1% (6.4% in DKK terms), relative to the same period of 2007. In the second quarter of 2008, gross premiums rose
by DKK 74m, or 4.7% in NOK terms (6.8% in DKK terms). By way of comparison, premiums fell by 1.1% in the
second quarter of 2007. The favourable performance was mainly attributable to rising customer loyalty, increased
sales and premium increases. Average motor and building claims performed favourably in the first half of 2008,
increasing by 1.4% and 3.0%, respectively. The favourable performance was attributable to the premium increases at
the level of 2%-3% implemented since mid-2007 and most recently with effect from 1 July 2008. The premium
increases were implemented to neutralise the impact from higher average claims.
The number of policies increased by 27,000 in net terms in the first half of 2008, and the number of customers rose by
more than 2,500. This positive trend, which will create stronger premium growth going forward, was attributable,
among other factors, to the performance in the Oslo region, which recorded growth in the number of customers as a
result of targeted efforts including adapted products and new franchise offices. The renewal rate for Private &
Commercial Norway improved from 85.9 at the beginning of 2008 to 86.3 in June 2008. This increase was due in part
to TrygVesta’s transparent price policy, high level of service and quality products.
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Claims
The claims ratio rose to 72.6 in the first half of 2008 from 71.4 in the same period of 2007 and was adversely affected
by a strengthening of provisions relating to prior-year claims in terms of group life and building insurance. Overall, the
run-off result had a negative impact on the claims ratio of 1.6 percentage points compared with a positive impact of
1.3 percentage points in the first half of 2007. The claims performance was adversely affected by several claims
relating to fires in single-family houses, which alone impacted the claims ratio negatively by 0.8 point in the first halfyear of 2008 relative to the same period of 2007.
As a result of claims inflation, average building claims increased by approximately 8% in the first six months of 2008,
whereas average motor claims rose by some 3% during the same period.
Expenses
Costs were up by DKK 56m to DKK 501m relative to the first half of 2007, lifting the expense ratio from 20.4 in the
year-earlier period to 21.6. Costs were influenced by general payroll increases in the financial sector and by higher
commission expenses as a result of higher sales. Higher sales also caused the expense ratio in the second quarter of
2008 to increase relative to the same period of 2007. The Norwegian financial sector will see annualised salary
increases of about 6% in 2008, which will also affect the expense ratio.
Technical result
The technical result amounted to a profit of DKK 163m in the first half of 2008, which was DKK 49m lower than in the
same period of 2007. The lower technical result was attributable to higher premium levels, which were affected by
higher commission expenses. In the first half-year of 2008, Private & Commercial Norway posted a run-off loss of DKK
39m compared with a DKK 19m run-off gain in the first half of 2007.
In the second quarter of 2008, the technical result amounted to a profit of DKK 102m, which was DKK 69m lower than
in the same period of 2007. The reduction was attributable to increased claims expenses particularly in connection
with fires in single-family houses and growing sales/commission expenses to sales channels, which benefit greatly
from the new customer system implemented in late February 2008.
Combined ratio
The combined ratio amounted to 95.7 in the first half of 2008 relative to 93.8 in the same period of 2007. The higher
level was mainly attributable to the fact that the combined ratio was adversely affected by run-off losses and a higher
level of costs in the first half-year of 2008 compared with the same period of 2007.
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Corporate
Corporate is a Nordic business area which sells insurances to corporate customers under the TrygVesta brand. Corporate’s
products are sold through its own sales force and through insurance brokers. The Corporate business area has some 10,000
customers each paying annual premiums of more than DKK 900,000 or having more than 50 employees, and around 75
customers each paying annual premiums of more than DKK 10m. The Corporate business area has some 500 employees.

•

Gross earned premiums up by 6.6% in the first half-year of 2008 (7.4% in DKK terms)

•

Combined ratio improved to 80.0 from 81.9 in the first half of 2007

•

Technical result up DKK 109m to DKK 636m

Premiums
Gross earned premiums in Corporate increased by DKK 187m in the first six months of 2008, or 6.6% (7.4% in DKK
terms), relative to the same period of 2007. In the second quarter of 2008, gross premiums rose by DKK 83m, or
5.6% (6.4% in DKK terms). Since the second quarter of 2007, Corporate has significantly outperformed the estimated
market growth due to the addition of several new large customers. The Norwegian part of the Corporate business
recorded growth of 7.2%, whereas the Danish part contributed a growth rate of 5.9%. The first half-year of 2008
showed signs of mounting competition in the Corporate business, which is likely to result in lower growth going
forward.
TrygVesta has employed a manager for the Swedish part of the corporate business, and the Corporate business will
open an office in Stockholm, Sweden at the beginning of September 2008.
Claims
The claims ratio, net of ceded business, performed favourably at 69.7 in the first half of 2008 from 71.5 in the same
period of 2007 and benefited from lower claims expenses for large claims, which totalled a gross amount of DKK 78m
DKK against DKK 354m in the same period of 2007.
Based on the claims performance and the level of claims paid in the first half of 2008, provisions for prior-year
unsettled claims were reduced by DKK 240m. The run-off result was impacted in particular by provisions for motor
insurance in Denmark and personal accident insurance in Norway, as actual developments proved to be better than
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expected. The run-off result had a positive impact of 8.9% on the claims ratio, compared with 5.2%, or DKK 140m, in
the first half of 2007.
Expenses
Costs rose from DKK 262m to DKK 280m, or over 7%. The increase was particularly attributable to extraordinary
income recognised in 2007 as a result of reversals of provisions relating to losses on reinsurers. Overall, the expense
ratio fell from 10.4 to 10.3.
Technical result
The technical result increased by 21% to DKK 636m in the first half of 2008 mainly due to higher premium levels, a
reversal of prior-year provisions as a result of a changed assessment of the performance of the personal accident lines
and the stable quality of the business.
Combined ratio
The combined ratio amounted to 80.0 in the first half of 2008 relative to 81.9 in the same period of 2007. Large claims
affected the combined ratio adversely by 2.2 percentage points in the first half-year of 2008 against 7.9 percentage
points in the same period of 2007. Run-off gains and the effect of interest rates through discounting of provisions for
claims impacted the combined ratio favourably by 8.9 percentage points and 9.9 percentage points, respectively,
compared with 5.2 percentage points and 7.6 percentage points in the same period of 2007.

TrygVesta A/S
HEAD OFFICE
Klausdalsbrovej 601
2750 Ballerup
Denmark

INVESTOR RELATIONS
+45 44 20 45 20
WEBSITE
www.trygvesta.com

E-MAIL
ir@trygvesta.com
CVR. NO.
26460212

Interim report – H1 2008 | 19 August 2008 | Page 13 of 34

Finland
Our Finnish branch sells insurances to private household customers and small enterprises under the brand name of Nordea
Vahinkovakuutus. Insurances are sold by Nordea’s branches, our own sales force and call centres, car dealers and via the
Internet. The Finnish branch has 145 employees.

•

Finland achieved just under two-thirds of its sales target for 2008 during the first half-year

•

Gross earned premiums were up by 38.2% in the first half-year of 2008 (37.8% in DKK
terms)

•

Combined ratio of 95.3 in the private business in the first half of 2008

•

At 30 June 2008, the portfolio totalled approximately DKK 400m

In Finland, gross earned premiums rose by DKK 45m, or 37.8%, in the first half-year of 2008 compared with the same
period of 2007. In the second quarter of 2008, gross premiums were DKK 24m, or 38.7%, higher than in the second
quarter of 2007. The increase was particularly pronounced in terms of sales via the Internet, which accounted for 5%
of overall sales at 30 June 2008. The larger and broader distribution network implemented in the late summer of 2007
showed strong results and, despite an ambitious full-year sales target, two-thirds of this target was achieved in the
first six months of the year.
Net growth in the number of policies sold was 47,000 in the first half of 2008, and the Finnish business had a total
portfolio amounting to approximately DKK 400m.
Sales of commercial insurance recorded a sustained strong performance, and efforts are being made to launch new
insurance packages in this segment.
The strong growth in the Finnish business and the plans for continued growth give rise to an ongoing requirement for
attracting qualified employees. In the first half-year of 2008, the number of employees rose to 145. In addition, the
Finnish business has 40 affiliated insurance agents.
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The claims ratio, net of ceded business, was 44.1 in the second quarter of 2008 against 75.8 in the same period of
2007. The size and claims history of the Finnish business is now sufficient to assess the quality of the portfolio, which
was done at 30 June 2008, resulting in run-off gains of DKK 15m in the first half of 2008. This shows that the Group
has the same conservative approach to reserves in Finland as it does in its other business activities.
The combined ratio was 104.6 relative to 124.2 in the same period of 2007. In the private business, the combined
ratio amounted to 80.6 in the second quarter of 2008 against 105.1 in the same period of 2007.
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Sweden
Vesta Skadeförsäkring sells insurances to private individuals. Insurances are sold by Nordea’s branches, our own call centre
and via the Internet. The Swedish branch has 83 employees.

•

Gross premiums rose by 281% in the first half of 2008

•

At 30 June 2008, the portfolio totalled SEK 303m

•

New sales processes based on simplicity yielded sales results ahead of expectations

In Sweden, where the Group commenced activities in 2006, gross earned premiums increased by DKK 73m in the first
half-year and by DKK 37m in the second quarter of 2008, which was better than anticipated. Weekly sales totalled
between 2,500 and 3,000 policies, which resulted in a net inflow of 64,000 policies in the first half of 2008, of which
44,000 were written in the second quarter of 2008. The Swedish business had a total portfolio of SEK 303m (DKK
242m) at 30 June 2008. This rapid growth requires a continuous inflow of new employees to serve Nordea’s branches
and staff the business’ own call centre. The number of full-time employees thus rose to 83 at 30 June 2008.
The claims ratio was 101.8 in the second quarter of 2008 compared with 105.9 in the same period of 2007. The claims
ratio, which was 99 for the first half-year of 2008, reflected sound risk selection and a prudent provisioning policy and
was satisfactory for a new portfolio.
The expense ratio fell from 152.9 to 59.3 from the second quarter of 2007 to the second quarter of 2008, mainly
attributable to gross earned premium growth. Gross expenses totalled DKK 32m in the second quarter of 2008. A
direct year-on-year comparison should take into account the very high growth rate for the business.
As previously mentioned, TrygVesta’s cooperation with DLG also comprises Sweden, and this new sales channel will
support sustained rapid growth in the Swedish business going forward.
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Investment activities
TrygVesta’s investment activities comprise any placement of the Group’s funds in investment assets, bonds, equity
investments, land and buildings or cash.

•

Investment return of DKK 225m or 0.9% including value adjustments of provisions

•

Reduction of the proportion of equities in January 2008 lowered the risk of loss on equities

•

Rising interest rates resulted in capital losses on the bonds, but yielded gains from the
discounting of provisions

TrygVesta’s investment portfolio of approximately DKK 37.1bn produced a return of DKK 14m in the first half-year of
2008. Including gains relating to a higher discount rate on provisions, the return was DKK 346m, or 0.9%. In the
second quarter of 2008, the return was DKK 285m, or 0.8%, equivalent to 3.1% p.a. despite sustained turmoil in the
financial markets.
TrygVesta matches assets and liabilities (bond portfolio and insurance provisions), thereby roughly neutralising the
exposure to interest rate fluctuations.
Due to a substantial increase in short-term interest rates, the bond return was negative in the second quarter. This
impacted on the overall return despite the Group’s strategy to match the interest rate risk of assets and liabilities. The
interest rate increase yielded an almost equivalent gain on provisions. The continued decline in equity markets had
only a slight effect on the return in the second quarter as a result of the substantial reduction of the equity portfolio in
2007 and January 2008.
The equity portfolio yielded a loss of DKK 466m in the first half of 2008, of which only DKK 44m was attributable to
the second quarter. At 30 June 2008, the portfolio of equities totalled almost 5% of the investment portfolio. The
equity investment portfolio comprises 22% Nordic, 12% UK, 29% other Europe, 19% US, 5% Americas (non-US) and
13% Asia.

TrygVesta A/S
HEAD OFFICE
Klausdalsbrovej 601
2750 Ballerup
Denmark

INVESTOR RELATIONS
+45 44 20 45 20
WEBSITE
www.trygvesta.com

E-MAIL
ir@trygvesta.com
CVR. NO.
26460212

Interim report – H1 2008 | 19 August 2008 | Page 17 of 34

Interest rate movements reduced the investment return by a net amount of DKK 84m in the first half-year of 2008,
comprising positive value adjustments on provisions of DKK 332m as a result of the rising interest rates and a capital
loss on bonds of DKK 416m. Overall, the bond portfolio yielded a return of DKK 391m in the first half of 2008,
including a negative contribution of DKK 131m from the second quarter of the year.
At 30 June 2008, the bond portfolio accounted for some 86% of the total investment portfolio. The bond portfolio
principally comprises 60% Danish mortgage bonds and 24% government bonds. Around 80% of the Danish mortgage
bond portfolio is placed in short-term, non-callable bonds or floating rate bonds. Rising bond yields in the second
quarter of 2008 produced a negative bond return, which was, however, more than off-set by gains on provisions as a
result of a higher discount rate.
70% of the bond portfolio is placed in AAA-rated bonds, 17% in AA-rated bonds and 8% in A-rated bonds. The
remaining part of the portfolio is placed primarily in unrated money market certificates with good credit quality issued
by Norwegian banks.
In May 2008, TrygVesta acquired the head office buildings in Ballerup for an amount of DKK 1,085m. This brought the
proportion of real estate to approximately 10% of the investment assets, of which 4% related to the head office
buildings.
TrygVesta continues its policy of not investing in hedge funds, structured products or similar investment vehicles, and
the Group’s portfolio does not hold any subprime related products.
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Capitalisation
DKKm
Equity at beginning of period

2007

Q1 2008

Q2 2008

9,951

10,010

10,057

Resolved share buybacks for the period

1,405

0

0

Resolved cash dividend for the period

1,156

0

0

Actual share buybacks during the period

0

0

424

2,244

0

1,156

10,010

10,057

8,846

7,449

7,496

7,865

Cash dividend paid during the period
Equity at end of period
Equity by the end of Q2 2008 and adjusted for
resolved distribution *

TrygVesta’s equity amounted to DKK 8.8bn at 30 June 2008 against DKK 9.1bn at the year-earlier date. Including
hybrid capital of DKK 1.1bn, the total capitalisation amounted to DKK 9.9bn.
The cash dividend for the financial year 2007 of DKK 1,156m was paid in the second quarter of 2008. Moreover,
shares worth DKK 424m were bought back during the same period, equivalent to approximately 30% of the total share
buyback programme. TrygVesta’s share buyback programme was initiated after the annual general meeting held on 3
April 2008. It has been resolved to buy back shares worth DKK 1,405m during the period until the day before the
release of the 2008 Annual Report on 3 March 2009. Adjusted for the total share buyback programme, shareholders’
equity stood at DKK 7,865m at 30 June 2008.
The share capital comprised 68m shares of DKK 25 each, equivalent to DKK 1.7bn, at 30 June 2008. A total of
66,231,000 shares were outstanding, and TrygVesta held 1,769,000 treasury shares, comprising share buybacks and
cover of its stock option programme.
With respect to Standard & Poor’s capital model, TrygVesta had available capital adjusted for dividends and share
buybacks related to 2007 of DKK 9,476m, which should be seen relative to the capital requirement of DKK 8,220m.
The capital requirement is determined based on Standard & Poor’s capital model plus an additional capital requirement
of 5% added by TrygVesta to give the Group a higher degree of certainty that it will meet its A-rating at all times.
A simplified capital model updated to include first half-year 2008 financial data is available at www.trygvesta.com
under the menu item Investor Relations/key figures.
* distribution resolved at the 2008 annual general meeting
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Financial outlook
TrygVesta increases the outlook for the technical result from DKK 2.4bn to DKK 2.6bn, maintains the outlook for pretax profit but reduces the outlook for the profit after tax with DKK 0.1bn to DKK 1.5bn as a result of financial market
turmoil. In the first half-year of 2008, TrygVesta recorded an underlying reduction in its insurance operations as a
result of claims inflation and higher payroll costs. This was off-set by a strong first half-year performance which was
only slightly impacted by large claims and weather-related claims.
Actual

Forecast
2008

2008

2008

Negative

Positive

(Feb.)

(May)

(Aug.)

scenario

scenario

4%

5%

5%

5%

Technical result before run-off

2,077

2,200

2,200

2,200

2,050

2,350

Technical result after run-off

2,820

2,200

2,400

2,600

2,450

2,750

340

400

0

(300)

Profit before tax

3,109

2,500

2,300

2,300

2,150

2,450

Profit after tax

2,266

1,900

1,600

1,500

1,400

1,600

Combined ratio

86.1

90

89

88

89

87

DKKm
Premium growth*

Investment result

2007

*In local currency.
Premiums
Earned premiums are expected to increase by some 5% in local currency terms, which is unchanged relative to the
figure communicated in connection with our first quarter report. The premium growth rate assumes no major changes
in the competitive environment.
Combined ratio
The combined ratio is now expected to be around 88 due to the performance of the second quarter of 2008. This
outlook is based on a recognised positive impact from provisions for claims relating to prior-year claims, an underlying
deterioration of claims relating to the current year as a result of a higher number of claims and a positive impact from
the discounting of provisions of claims at a higher rate of interest. Accelerating price increases impacting claims and
cost constitute a challenge for the Group, but we are ready to take the necessary steps to neutralise this impact.
Claims
At the beginning of the year, expenses for large claims were expected to amount to DKK 500m for the full year 2008.
Large claims totalled DKK 179m in the first half of 2008. For the remainder of 2008, we expect large claims in the
amount of DKK 250m.
At 1 January 2008, weather-related claims expenses were expected to be DKK 225m for the full year. Weather-related
claims amounted to DKK 57m in the first six months of 2008, which does not change the assumptions for 2008. For
the remainder of 2008, we expect weather-related claims of DKK 170m.
Run-off
The run-off result or changes in provisions for claims amounted to DKK 393m in the first half-year of 2008,
corresponding to 4.6 points in the combined ratio. A run-off of zero is assumed for the remainder of the year.
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Expenses
The forecast that the expense ratio will be slightly lower than the full-year 2007 expense ratio of 16.7 is retained. The
performance is impacted by continued cost restraint. The Danish and Norwegian activities will continue to reduce their
expense ratios, while Finland and Sweden will push up the expense ratio by around 0.7 percentage point.
Technical result
The technical result is expected to be DKK 2,6bn for the full year 2008 against the previous forecast of DKK 2,4bn. The
forecast of a higher technical result is based on our expectation of a positive impact from prior-year claims and the
discounting of provisions for claims at a higher rate of interest.
Investment return
The investment result after transfer of technical interest for 2008 is expected to amount to a loss of DKK 300m against
the previous expectation of DKK 0m as indicated in connection with the first quarter report. The downgrade is
attributable to a lower than expected decrease in equities of approximately DKK 80m, increased transferral to
technical interest of around DKK 100m as a result of rising interest rates and a mismatch between the bond portfolio
and claims provisions around DKK 120m. The outlook for the remainder of 2008 investment result is based on the
investment result at 30 June 2008, and assuming annualised equity returns of 7.0%, real estate returns of 5.9% and
bond returns of 6.1% for the remainder of 2008.
Tax
As capital gains and losses on equities are tax-exempt and non-deductible, the effective tax rate is subject to the
performance of equity prices. We expect an effective tax rate for 2008 of 33% based on the assumptions described
and the realised loss on equities.
Return on equity
If the announced forecasts are met, we expect to generate a return on equity of 14%-15% after tax.
Disclaimer
Certain statements in this report are based on the beliefs of management as well as assumptions made by and information currently
available to management. Statements regarding TrygVesta’s future results of operations, financial condition, cash flows, business
strategy, plans and future objectives other than statements of historical fact can generally be identified by terminology such as
“targets”, “believes”, “expects”, “aims”, “intends”, “plans”, “seeks”, “will”, “may”, “anticipates”, “could”, “continues” or similar
expressions.
A number of different factors may cause the actual performance to deviate significantly from the forward-looking statements in this
report, including but not limited to general economic developments, changes in the competitive environment, developments in the
financial markets, extraordinary events such as natural disasters or terrorist attacks, changes in legislation or case law and reinsurance.
TrygVesta urges readers to refer to the section on risk management available in the annual report or on www.trygvesta.com for a
description of some of the factors that could affect the Group’s future performance or the insurance industry.
Should one or more of these risks or uncertainties materialise or should any underlying assumptions prove to be incorrect, TrygVesta’s
actual financial condition or results of operations could materially differ from that described as anticipated, believed, estimated or
expected in this report. TrygVesta is not under any duty to update any of the forward-looking statements or to conform such
statements to actual results, except as may be required by law.
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Statement by the Supervisory Board and the
Executive Management
The Supervisory Board and the Executive Management have today considered and adopted the interim report for the
first half-year of 2008.
The interim report, which is unaudited and has not been reviewed by the company’s auditors, is presented in
accordance with IAS 34 Interim Financial Reporting, the Danish Financial Business Act and the requirements of the
OMX Nordic Exchange Copenhagen for the presentation of financial statements of listed companies.
In our opinion, the interim report gives a true and fair view of the Group’s assets, liabilities and financial position at 30
June 2008 and of the results of the Group’s activities and cash flows for the period 1 January – 30 June 2008.
Furthermore, in our opinion the Management’s report gives a fair description of developments in the activities and
financial position of the Group, the results for the period and of the Group’s financial position in general and describes
significant risk and uncertainty factors that may affect the Group.
Ballerup, 19 August 2008
Executive Management:

Christine Bosse

Morten Hübbe

Peter Falkenham

Group CEO

Group CFO

Group COO

Mikael Olufsen

Bodil Nyboe Andersen

Jørn Wendel Andersen

Chairman

Deputy Chairman

Paul Bergqvist

Christian Brinch

Niels Bjørn Christiansen

Peter Mollerup

John R. Frederiksen

Rune Torgeir Joensen

Birthe Petersen

Per Skov

Berit Torm

Supervisory Board:
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Income statement
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Balance sheet
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Shareholders’ equity
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Cash flow statement
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Notes
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Geographical segments
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Quarterly outline Q1 2006 – Q1 2008
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Further information

Financial calendar
Half-year 2008 report

19 August 2008

Third quarter 2008 report

11 November 2008

Annual report 2008

3 March 2009

Contact information
Ole Søeberg

Investor Relations Director

+45 44 20 45 20

ole.soeberg@tryg.dk

Lars Møller

Investor Relations Manager

+45 44 20 45 17

lars.moller@tryg.dk

Troels Rasmussen

Communications Director

+45 44 20 30 70

troels.rasmussen@tryg.dk

You can also visit our website at www.trygvesta.com.

TrygVesta A/S
HEAD OFFICE
Klausdalsbrovej 601
2750 Ballerup
Denmark

INVESTOR RELATIONS
+45 44 20 45 20
WEBSITE
www.trygvesta.com

E-MAIL
ir@trygvesta.com
CVR. NO.
26460212

