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Fourth quarter 2008 report
Better-than-expected fourth quarter performance

Highlights

•

Gross earned premiums up by 4.9% in local currency terms (4.3%
in DKK terms) to DKK 17,323m

•

TrygVesta acquires Moderna Försäkringar in Sweden

•

Technical result of DKK 2,384m against DKK 2,820m.
The reduction was mainly attributable to higher claims and wage inflation

•

Combined ratio of 89.1 against 86.1

•

Gross investment return of DKK 1,258m, or 3.5%, and a negative net
investment return of DKK 988m due to equity price falls
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•

Pre-tax profit of DKK 1,347m against DKK 3,109m in 2007

•

Profit after tax of DKK 846m against DKK 2,266m in 2007

•

Return on equity of 9% in an otherwise extreme investment year

•

Dividends of DKK 6.50 are proposed for the 2008 financial year. No share buy backs are planned based
on the year’s results

Highlights for the fourth quarter of 2008
•

Earned premiums up by 5.2% in local currency terms (1.4% in DKK terms due to depreciation of NOK
and SEK relative to DKK)

•

Strong fourth quarter performance with a gross claims ratio of 66.4 against 68.6 in the same period of
2007

•

Technical result of DKK 517m despite costs of DKK 133m related to “The Living House”

•

The Corporate business area in particular contributed positively to the technical result

Due to the economic downturn, premium growth for 2009 is expected to be 4% in local currency terms
against the previous expectation of around 5%. The combined ratio is expected to be 91-93 before run-off
and the pre-tax profit is expected to be DKK 1.8bn with a return on equity of 14-16%. The outlook is
negatively impacted by the low interest rate and NOK.

TrygVesta hosts a webcast and teleconference on Tuesday, 3 March 2009 at 9:30 CET
Please call +44 208 817 9301 or +45 70 26 50 40.
This report is unaudited. Reference is made to the Annual Report 2008.
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Financial highlights and key ratios
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The Group’s performance
Highlights

•

The financial crisis and the economic slowdown impacted the financial sector, including insurance
companies, significantly in 2008. TrygVesta’s investment portfolio yielded a gross return of 3.5% compared
with 4.1% in 2007. If the proportion of equities had not been reduced further in early 2008, the capital
loss on equities would have been around DKK 2bn as compared with the actual loss on equities of DKK
887m.

•

On 2 March 2009 TrygVesta agreed to acquire Moderna Försäkringar Sak in Sweden for DKK 427m in
transaction goodwill and a total amount of SEK 1,256m (DKK 810m). For further information please refer to
separate company announcement dated 2 March 2009.

•

The performance of TrygVesta’s four strategic themes – profitable growth, peace-of-mind delivery, selfservice and human competencies – continued to support a favourable development; sales growth in Finland
and Sweden exceeded expectations; product improvements such as the extended roadside assistance
product Udvidet Tryg Vejhjælp and the new building policy Ny Villaforsikring enhanced our peace-of-mind
delivery, and the introduction of online sales of travel insurance provided new self-service options.
Management and development programmes introduced in 2008 set the framework for even better
qualifications and good business performance.

•

TrygVesta and Nordea have extended the successful partnership operated since 2002 to 2013. The
partnership provides for Nordea to sell TrygVesta’s policies on a pan-Nordic basis in its branch network, and
for TrygVesta to sell Nordea’s life and pension products in Denmark and Norway. The agreement also
involves Nordea’s portfolio management of most of TrygVesta’s investment assets.

•

TrygVesta signed a number of partnership agreements in 2008, including with DLG, the Danish Federation
of Small and Medium-Sized Enterprises (Håndværksrådet) and Bertel O. Steen. These agreements
strengthen distribution power and competitiveness while also providing good risk selection.

•

On 1 January 2009, TrygVesta implemented a new Nordic organisation, called “The Living Organisation”,
with clearly defined pan-Nordic responsibility and uniformity with respect to sales, product development
and claims handling. The intention is for the new structure to contribute increased efficiency, innovation
and earnings.

•

Consulting firm Arthur D. Little concluded in a survey that Nordic insurance companies are the most costefficient in Europe. TrygVesta ranked four out of fifty companies.

The change of TrygVesta’s organisation, implemented on 1 January 2009, will result in future changes to the
reporting. The geographical reporting of the Danish and Norwegian businesses will continue unchanged while
beginning in the first quarter of 2009, Private & Commercial Denmark and Private & Commercial Norway will be
reported as Nordic private and commercial business. Reporting on Corporate, Sweden and Finland will be
unchanged.
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Strong fourth quarter 2008
Gross earned premiums amounted to DKK 4,327m, an improvement of 5.2% in local currency terms (1.4% in DKK
terms due to depreciation of NOK and SEK against DKK) relative to the fourth quarter of 2007. Sweden and Finland
were the major contributors, adding a net amount of 45,000 new policies and generating aggregate growth of 49%.
Private & Commercial Norway also reported fair growth of 5.4% (negative growth of 4.7% in DKK terms due to
depreciation of NOK against DKK). By way of comparison, growth in the fourth quarter of 2007 was 1.0% in local
currency terms.
The gross claims ratio improved to 66.4 from 68.6, attributable to fewer large claims and weather related claims.
Large claims totalled a gross amount of DKK 119m against DKK 372m in the fourth quarter of 2007, while weather
related claims amounted to DKK 22m against DKK 80m in the same period of 2007.
The gross run-off result amounted to DKK 256m (DKK 191m net) against DKK 188m (DKK 190m) in the same period
of 2007.
The technical result was DKK 517m, which was DKK 204m less than in the same period of 2007. The performance was
impacted by costs in connection with “The Living House”, a change of the physical working environment at Ballerup
and Bergen with a view to enhancing innovation, development and knowledge-sharing. Costs incurred in connection
with “The Living House” amounted to DKK 133m. Previously, all or part of such costs would have been capitalised as
appreciation of the values of the properties, but the item has been recognised in current costs due to the current
uncertain situation in the real estate market.

Excluding costs of “The Living House”, the expense ratio was 16.7, in line with the full year 2007.
Excluding costs of “The Living House”, the combined ratio was 87.2 against 86.2 in the fourth quarter of 2007.
The investment return amounted to DKK 851m gross in the fourth quarter against DKK 269m in the same period of
2007. The Danish agreement on financial stability in the pension area, which was passed in late October 2008,
restored interest in Danish mortgage bonds, generating strong bond yields in the fourth quarter. Including market
value adjustments as a result of the changed discount rate and other financial income and expenses, the investment
return amounted to DKK 159m against DKK 322m in the same period of 2007.

Full-year 2008
New Markets lifting premium growth
Gross earned premiums amounted to DKK 17,323m for 2008, which was DKK 717m, or 4.9% in local currency terms
(4.3% in DKK terms) more than in 2007. Premium growth was in line with expectations, and the contribution from the
Group’s activities in Sweden and Finland is increasingly important to the entire Group’s growth. The Finnish and
Swedish activities recorded aggregate growth of 69%, attributable to a sustained high inflow of customers, which in
Finland was a direct result of the sales organisation being enhanced and enlarged. Sweden and Finland accounted for
1.4 percentage points and Denmark and Norway accounted for 3.5 percentage points of the Group’s total premium
growth of 4.9%.
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Private & Commercial Denmark reported 1.8% growth in gross earned premiums over 2007. This was less than
expected, and was affected in 2008 by relatively tough competition from smaller companies and falling average
premiums on motor insurance.
Private & Commercial Norway improved its customer retention. The combined effect of this, a fair inflow of new
customers and a number of premium increases was to lift premium growth to an annualised 4.8% in local currency
terms, thereby exceeding expectations.
Gross earned premiums in the Corporate business increased by 4.3% over 2007. Gross earned premiums grew rapidly
at the beginning of 2008 due to the large inflow of new customers in the second half of 2007. During the period from
mid-2007 to mid-2008, the Corporate business outperformed the estimated market growth by a considerable margin
and the growth level in the second half of 2008 was in line with the market growth.
TrygVesta expanded its position within Health Care in 2008. The growing demand for health care insurance combined
with good market timing of the launch of new product initiatives produced portfolio growth of more than 70% in
Denmark.
Rising claims expenses despite fewer large claims and weather related claims
Gross claims at DKK 11,766m were 5.3% higher, bringing the claims ratio, net of ceded business, to 71.8 % in 2008
compared with 69.4 % in 2007. The DKK 591m increase in gross claims incurred was primarily attributable to higher
claims expenses in relation to building and personal insurance.
Large claims (defined as claims of more than DKK 10m) were a gross amount of DKK 586m in 2008 against a gross
amount of DKK 1,042m in 2007. After reinsurer contributions, large claims amounted to DKK 490m net against DKK
637m in 2007.
Weather related claims were DKK 112m in 2008 compared with DKK 332m in 2007. The reduction was due partly to
the mild winter weather and partly to fewer cloudbursts in the summer of 2008 compared with the summer of 2007.
Claims in 2008 were favourably impacted by run-off gains on prior-year claims, contributing a net amount of DKK
793m (gross amount of DKK 868m) compared with a net amount of DKK 743m (gross amount of DKK 744m) in 2007.
Runoff gains came primarily from motor and workers compensation. House insurances gave a runoff loss.
The underlying claims ratio increased when adjusted for large claims, weather related claims, run-off and interest
rates. To halt the increase in the claims ratio, a number of premium initiatives have been launched to retain the level
of recent years. Health care insurance in particular saw claims expenses rise more than was expected, and premium
increases have been introduced to compensate for the increased use of private health care insurances.
Expense ratio retained despite high level of sales
As described earlier, fourth quarter costs were adversely affected by expenses related to The Living House.

Total costs incurred in connection with The Living House amounted to DKK 133m. Excluding The Living House, the
expense ratio was 16.7, in line with 2007. Including costs of this project, the expense ratio was 17.3 in 2008. In light
of wage inflation of around 5-8%, high costs in New Markets, and high growth with derived commission expenses, the
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expense performance is considered satisfactory. The expense ratio was 15.2 for the Danish and Norwegian activities in
2008.
Costs of expansion in the new markets had an impact of 1.5 percentage points in 2008 against 1.3 percentage points
in 2007 and are financed through ongoing process improvements in Denmark and Norway.
Technical result
The technical result fell to DKK 2,384m from DKK 2,820m in 2007. DKK 133m of the DKK 436m reduction was
attributable to The Living House, and the remainder were caused by pay increases and higher claims expenses within
building and health care insurances.
Combined ratio
The combined ratio was up from 86.1 in 2007 to 89.1 in 2008. However, in a historic and, in particular, European
perspective, the level of 89.1 for 2008 reflected a continued good and sound insurance operations performance.
Investment return
TrygVesta’s investment portfolio of DKK 34.2bn at 31 December 2008 generated a return of DKK 1,258m before
transfer of technical interest, equivalent to 3.5% compared with 4.1% in 2007. The lower return was mainly
attributable to capital losses on equities. After transfer to insurance, TrygVesta’s investment activities generated a
loss of DKK 988m in 2008 compared with a profit of DKK 340m in 2007.
Profit after tax
The pre-tax profit amounted to DKK 1,347m against DKK 3,109m in 2007. The performance was composed of the
technical result of DKK 2,384m and a loss on investment activities of DKK 988m.
The tax charge was DKK 501m in 2008 compared with DKK 842m in 2007, equalling an increase in the effective tax
rate from 27% to 37%. The effective tax rate in 2007 was favourably affected by the reduction of the Danish
corporate tax rate from 28% to 25%, which reduced the deferred tax. The effective tax rate in 2008 was adversely
affected by non-deductible equity losses, which were partly offset by a favourable impact from closed tax cases.
The profit after tax was DKK 846m compared with DKK 2,266m in 2007.
Return on equity
Equity amounted to DKK 8,244m at 31 December 2008 against DKK 10,010m at 1 January 2008. The change was
mainly composed of dividend payments of DKK 1,156m, buy back of own shares and shares to the share buy back
programme and to cover employee share programmes for DKK 1,197m to which should be added the net profit for
2008. The annualised return on equity was 15% before tax in 2008.
Dividend
Based on the year's performance, a dividend payout of DKK 6.50 per share is recommended. No share buy backs are
planned based on the year’s results.
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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.

•

Gross earned premiums rose by 3.2% (1.9% adjusted for bonus/premium rebates) over the
fourth quarter of 2007

•

Combined ratio of 87.0 in the fourth quarter of 2008 against 73.5 in 2007, which was
unusually favourable

Earned premiums
Gross earned premiums were up by 1.8% in 2008 (1.6% adjusted for bonus/premium rebates) to DKK 6,605m. This
was lower than expected and impacted by competition from small companies and falling average motor premiums in
Denmark in connection with the ongoing implementation of new tariff parameters initiated in late 2006. Around 80% of
the portfolio has now been transferred to the new tariff.
The renewal rate stabilised in 2008 at a high level around 91, and the number of policies increased by a total of
37,000 in 2008.
Claims
Claims expenses increased by 9.9% from 2007 to 2008 to stand at DKK 4,443m, and the gross claims ratio increased
from 62.3 to 67.3. The level is considered satisfactory, since 2007 was unusually low.
The rising claims level was affected by lower run-off gains, amounting to DKK 391m gross in 2008 against DKK 551m
in 2007, which accounted for 2.4 percentage points of the increase of the gross claims ratio. Furthermore, 2008 was
impacted by higher claims expenses for building and health care insurance. Price increases have been scheduled on a
number of products in 2009 due to increasing underlying claims expenses.

TrygVesta A/S
HEAD OFFICE
Klausdalsbrovej 601
2750 Ballerup
D
k

INVESTOR RELATIONS
+45 44 20 45 20
WEBSITE
t
t

EMAIL
ir@trygvesta.com
CVR. NO.
26460212

Fourth quarter 2008 report – 3 March 2009 - Page 8 of 36

Claims in the fourth quarter of 2008
The gross claims ratio was 65.4 in the fourth quarter of 2008 compared with the unusually low level of 57.9 in the
fourth quarter of 2007.
The claims frequency for motor policies fell by around 3 percentage points in 2008 compared with 2007, and the
claims frequency for building policies fell by 5 percentage points during 2008, while the fourth quarter of 2008 was
higher than the same period of last year and impacted by more windstorm claims, burglaries and service piping claims.
The average motor claim was up by around 4 percentage points from 2007 to 2008, driven by higher costs of spare
parts and higher hourly wages. TrygVesta’s cooperation with selected garages helps keep average claims expenses at
a competitive level, while ensuring that customers receive high-quality service.
The average building claim was 20 percentage points higher in 2008 than in 2007, but the rate of increase subsided
towards the end of 2008 as had been expected. The performance of building insurance was the main factor explaining
the higher claims expenses. The increase in average claims was attributable to higher payroll and material costs, but
also to a changed mix which has resulted in more expensive claims for TrygVesta. Price increases of around 11% have
been introduced in 2009 in order to counter the rising claims expenses.
Expenses
Expenses rose by DKK 69m to DKK 1,155m in 2008 from DKK 1,086m in 2007 due to high wage inflation.
Combined ratio
The combined ratio was 86.1 in 2008 compared with 80.3 in 2007, which was unusually good. The combined ratio was
adversely affected by lower run-off gains, rising average building claims and expenses in connection with The Living
House.
The combined ratio for the fourth quarter was 87.0 against 73.5 in the same period of last year, and was impacted by
lower run-off gains, costs in connection with the above-mentioned, and the lower level of interest rates which seen in
isolation had an adverse impact of 3.8 percentage points 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 earned premiums were up by 5.4% (down by 4.7% in DKK terms) relative to the
fourth quarter of 2007

•

Combined ratio of 97.2 in the fourth quarter against 83.6 in 2007 due to an increase in
medium-sized building and fire claims

•

Customer retention up by 1.1 percentage points to 86.9%

Premiums
Gross earned premiums were up by 4.8% (3.3% in DKK terms) to DKK 4,636m in 2008, a positive trend compared
with the falling gross earned premiums in the period from 2005 to 2007. The 2008 performance meant retention of
market share, and was attributable, among other factors, to increased focus on the Oslo area, which saw the portfolio
rise by around 10% and increased customer retention. The overall customer retention rate increased from 85.8 to
86.9, and the number of policies increased by around 58,000 in 2008.
Claims
Claims expenses increased by 13.8% from 2007 to 2008 to stand at DKK 3,371m, and the gross claims ratio increased
from 66.0 to 72.7. The level of fires in single-family houses in Norway amounted to NOK 264m in 2008, significantly
above previous years, with 2007 amounting to NOK 209m. The run-off result was a loss of DKK 32m in 2008 as
compared with a DKK 81m run-off gain in 2007.
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Claims performance in the fourth quarter of 2008
The gross claims ratio was 72.9 in the fourth quarter compared with a historic low level of 58.7 in the same period of
2007. The higher claims ratio was mainly attributable to an increase in fire claims and a changed run-off result. The
claims frequency for motor policies rose by approximately 1 percentage point relative to 2007, and the average claim
was up by around 4 percentage points. The average claim tracks the general development in payroll and material
costs. TrygVesta’s cooperation with selected garages which repair three out of four motor claims ensures high quality
and lower costs.
The claims frequency for building policies rose by approximately 2 percentage points over 2007, and the average claim
was up by 7 percentage points, driven by higher payroll and material costs. The economic downturn is expected to
reduce growth in claims expenses over the coming quarters.
Due to the higher claims expenses, price increases have been introduced for a number of policies since mid-2007, and
additional increases have been implemented from 1 January 2009.
Expenses
Expenses at DKK 1,004m were 7.3%, or DKK 68m, higher, causing the expense ratio to rise from 20.8 % to 21.7 %.
The increase was attributable to higher selling commission costs and wage inflation of around 8%.
Combined ratio
The combined ratio was 95.9 against 88.6 in 2007.
The combined ratio amounted to 97.2 in the fourth quarter against 83.6 in the same period of 2007. The higher level
was attributable to the factors described above with an increased number of fires in single-family houses,
strengthening and higher selling and payroll costs. The premium increases to be implemented will have a positive
impact on the combined ratio and on earnings.
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Finnish general insurance
Our Finnish branch sells insurances to private household customers and small enterprises under the brand name of TrygVesta
Finland and Nordea Vahinkovakuutus. Insurance policies are sold by Nordea’s branches, our own sales force and call centres,
car dealers and via the Internet. The Finnish branch has around 150 employees.

•

Gross earned premiums were up by 40.4% (40.9% in DKK terms) relative to the fourth
quarter of 2007

•

The private portfolio had a combined ratio of 100 and the branch had an overall combined
ratio of 109.7 for the fourth quarter, an improvement from 122.7 in the same period of 2007

•

The portfolio increased by 45% to DKK 432m at 31 December 2008

Gross earned premiums in Finland rose by 41%, or DKK 103m, to DKK 354m, and around 160,000 insurance policies
were sold compared with around 100,000 in 2007. The sales organisation was strengthened towards the end of 2007,
resulting in higher sales in 2008. Own sales channels accounted for around three quarters of sales, a large part of
which concerns additional sales to customers originally introduced by Nordea. Sales via the Internet totalled 6% of
aggregate sales, a new record in terms of the number of policies. The portfolio totalled DKK 432m at 31 December
2008 and grew by around 45% in 2008 from DKK 299m at 31 December 2007. The number of customers was
approximately 130,000 at 31 December 2008.
TrygVesta insure 4.4 % of the Finnish households by the end of 2008 compared with 3.6% at the beginning of 2008.
Claims
Claims expenses totalled DKK 258m in 2008 compared with DKK 188m in 2007, and the claims ratio, net of ceded
business, was 73.2 % against 75.3 % in 2007. Despite a generally satisfactory claims performance, there are a few
lines, which, based on an overall evaluation of the competitive situation and the premium and profitability levels,
require premium increases. These increases will be implemented in 2009. The effects of these price increases will
begin to materialise from the second half of 2009, but will not feed through until 2011.
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Run-off gains totalled DKK 17m in 2008, reflecting that the Group observes the same caution with respect to
provisions in Finland as in the rest of the Group.
Expenses
The high sales level added pressure on expenses, which rose from DKK 125m in 2007 to DKK 154m in 2008.
Costs relate primarily to selling commissions, but as the proportion of policies sold by the unit’s own call centre
increases, the charge on the expense ratio will be gradually reduced for the benefit of earnings.
In 2008, TrygVesta signed a new agreement with Nordea on settlement of commission to Nordea. As a result,
commission is now accrued over the first year of the policy while it was previously charged to the income statement at
the time of writing the business.

The expense ratio was 43.5 in 2008, compared with 49.8 in 2007.

Combined ratio
The combined ratio was 116.7 relative to 125.1 for 2007. In the private business, the combined ratio was 101.5
against 106.6 for 2007.
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Swedish general insurance
Vesta Skadeförsäkring sells insurances to private individuals. Insurance policies are sold by Nordea’s branches, our own call
centre and via the Internet. The Swedish branch has around 100 employees.

•

Gross earned premiums were up by 64.9% (56.8% in DKK terms) relative to the fourth
quarter of 2007

•

Combined ratio of 136.2 in the fourth quarter of 2008, an improvement from 162.2 in the
same period of 2007

•

The portfolio amounted to DKK 259m (SEK 380m) at 31 December 2008

Gross earned premiums in Sweden were up by 146%, or DKK 131m, to stand at DKK 221m. The rapid growth was
generated principally by strong sales through Nordea, but increasingly also by employees of the business unit’s own
call centre, which account for around 50% of sales. During 2008, a total of 122,000 policies were sold in Sweden, an
increase of 35,000 relative to 2007. The portfolio totalled DKK 259m (SEK 380m) at 31 December 2008. The number
of customers totalled 107,000 at 31 December 2008 compared with 50,000 at 1 January 2008.
The gross claims ratio was 96.8 compared with 88.9 in 2007. Profitability is considered satisfactory for a relatively new
business, and the increase was attributable to a number of fire claims on holiday and single-family houses in 2008,
which resulted in visible fluctuations due to the size of the business.
Premiums have not been increased since 2006, but price increases are scheduled in 2009. The effect of these price
increases will begin to materialise from the second half of 2009, but will not feed through fully until 2011.
Expenses
Nominal costs increased by 9.5% to DKK 104m, and the expense ratio was 47.1. The increase was due to higher sales.
As the proportion of policies sold by the unit’s own call centre increases, the charge on the expense ratio will be
gradually reduced for the benefit of the bottom line.
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In 2008, TrygVesta signed a new agreement with Nordea on settlement of commission to Nordea. As a result,
commission is now accrued over the first year of the policy while it was previously charged to the income statement at
the time of writing the business.
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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. Corporate policies have been sold in Sweden
since September 2008. The Corporate business area has some 3,000 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 were up by 4.0% (1.4% in DKK terms) relative to the fourth quarter
of 2007

•

Combined ratio of 85.2 in the fourth quarter against 98.4 last year, mainly due to higher runoff gains and fewer large claims

•

Technical result up by DKK 180m in the fourth quarter of 2008 relative to the same period of
2007

Premiums
Gross earned premiums rose by DKK 227m, or 4.3%, to DKK 5,512m. The Corporate business area has grown since
mid-2007 due to the addition of several large customers. The Danish part of the Corporate business recorded growth
of 5.6%, and the Norwegian part recorded growth of 3.4%.
It was expected in 2008 that increased competition would yield weaker growth going forward. Due to the turbulent
developments in the financial markets, a number of competitors refocused on profitable insurance operations, which,
from a rational perspective, should create more stable price trends and a balanced competitive situation going
forward.
Claims
Gross claims expenses at DKK 3,489m were down by 10.6%, or DKK 415m.
The gross claims ratio was 63.3 in 2008 as compared with 73.9 in 2007, but after net payments to reinsurance the
claims ratio, net of ceded business, improved from 77.2 in 2007 to 72.7 in 2008. The level was unusually low due to
higher run-off gains and fewer large claims in 2008 compared with 2007.
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The gross claims ratio for the fourth quarter of 2008 was 60.7 against 88.8 in the same period of 2007, mainly
attributable to a decrease in the number of large claims, which amounted to DKK 109m (DKK 93m net) in 2008
compared with DKK 320m (DKK 167m net) in 2007.
The gross run-off result amounted to DKK 486m (DKK 394m net) in 2008 and was mainly attributable to motor and
personal lines. By way of comparison, the gross run-off result totalled DKK 102m (DKK 84m net) in 2007.
In the fourth quarter, the gross run-off result amounted to DKK 128m (DKK 59m net) against a negative DKK 86m
(negative DKK 91m net) in the same period of 2007.
Expenses
Expenses rose by 16.7% to DKK 588m, corresponding to an expense ratio of 10.7 % as against 9.5 % in 2007. The
increase was a result of the reversal of a provision relating to losses on reinsurers in 2007 and higher payroll costs.
The expense ratio produced by the Corporate business is considered competitive and satisfactory.
Combined ratio
The combined ratio was 83.4 relative to 86.7 for 2007. Run-off gains favourably impacted the combined ratio by 7.1
percentage points in 2008 compared with 1.6 percentage points in 2007. Large claims impacted the combined ratio
adversely by 4.6 percentage points in 2008, as against 8.3 percentage points in 2007.
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Investment activities
TrygVesta’s investment activities comprise any placement of the Group’s funds in investment assets, such as bonds, equities
(equity investments), real estate or cash.

•

Gross return of DKK 1,258m, or 3.5%, despite capital losses on equities of DKK 887m

•

Reduction of equity proportion in 2007 and early 2008 resulted in relatively lower losses on
equities

•

Falling interest rates in the second half of 2008 yielded capital gains on bonds, but produced
losses from the discounting of provisions

TrygVesta’s investment portfolio amounted to DKK 34.2bn at 31 December 2008. The reduction in the year was
attributable to the low rate of exchange of NOK relative to DKK at 31 December 2008, which also reduced the
Norwegian technical provisions. The gross return was DKK 1,258m, equal to 3.5%. The return was DKK 440m before
transfer of technical interest, which was significantly below 2007, mainly due to losses on equities triggered by the
financial crisis. Bond yields and capital gains from the discount rate should be held up against each other and were in
line with 2007. The return after transfer of technical interest was a negative DKK 988m.

The gross return is composed of returns on equities, bonds and real estate. The equity portfolio amounted to about
DKK 1.2bn at 31 December 2008 and produced a loss of DKK 887m. The overall bond return amounted to DKK
1,882m, comprising capital gains of DKK 468m and interest income of DKK 1,414m. Real estate produced a return of
DKK 263m.
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The equity portfolio produced a loss of DKK 887m for 2008 despite the significant reduction of the portfolio in 2007
and early 2008. If the equity portfolio had not been reduced in 2007 and at the beginning of 2008, the capital loss on
equities would have been approximately DKK 1.2bn higher. At 31 December 2008, equities accounted for 3.4% of
the investment portfolio. Listed equities comprised 20% Nordic, 10% UK, 30% rest of Europe, 25% USA and 15%
Asia and other.

Bonds yielded DKK 1,882m, or 6.1%, in 2008. The strong return was affected by falling interest rates in the second
half-year which, due among other factors to TrygVesta’s risk hedging policy, also increased the capital loss from the
changed discount rate. Bonds accounted for 86.1% of the total investment portfolio at 31 December 2008. Having an
aggregate maturity of 1.7 years, the bond portfolio comprised 22% Danish and Norwegian government bonds, 62%
Danish mortgage bonds and 16% other, including Norwegian bonds.

79% of the bond portfolio is placed in AAA rated bonds, 13% in AA rated bonds and 3% in A rated bonds. The
remaining 5% of the portfolio is placed primarily in unrated money market certificates with good credit quality issued
by Norwegian banks.

The real estate portfolio produced a return of DKK 263m in 2008, or 8.4%. It accounted for DKK 3.6bn, or 10.5%, of
the investment portfolio at 31 December 2008. The head office property at Ballerup was acquired in 2008 and,
together with other head office properties, accounted for DKK 1.3bn. The return on these owner-occupied properties
is recognised in the above table in the item ’Other financial income and expenses’, which partly explains the increase
of this item. The remaining part of the real estate portfolio mainly comprised prime location commercial and office
properties in Denmark and Norway.

TrygVesta has no investments in hedge funds, structured products or similar investment vehicles, and the Group’s
portfolio does not include any subprime-related products.
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Capitalisation
DKKm

2007

2008

Equity at beginning of period

9.951

10.010

Resolved share buy backs for the period

1.405

0

Resolved cash dividend for the period

1.156

0

Actual share buy backs during the period
Cash dividend paid during the period
Equity at end of period
Equity at end of period adjusted for distribution *

0

1.053

2.244

1.156

10.010

8.244

7.449

7.892

* distribution resolved at the 2008 annual general meeting

TrygVesta’s equity amounted to DKK 8.2bn at 31 December 2008 against DKK 10.0bn at the same date of 2007.
Including hybrid capital of DKK 1.1bn, the total capitalisation amounted to DKK 9.3bn.
Following implementation of TrygVesta’s share buy back programme after the annual general meeting held on 3 April
2008, buy backs have totalled about 3m shares worth DKK 1,053m, or 75% of the programme. A total of 762,610
TrygVesta shares were bought in the fourth quarter of 2008 as part of TrygVesta’s share buy back programme,
corresponding to around 17% of the total share buy back programme.
Adjusted for the implemented and planned share buy back programme, shareholders’ equity stood at DKK 7,892m at
31 December 2008.
The share capital comprised 68m shares of DKK 25 each, equivalent to DKK 1.7bn, at 31 December 2008. A total of
64,378,000 shares were outstanding, and TrygVesta held 3,622,000 own shares, mainly comprising share buy backs
and cover of its share option programme and employee shares.
With respect to Standard & Poor’s capital model, TrygVesta had available capital before suggested dividends based on
2008 results and share buy backs related to 2008 of DKK 9,739m. and DKK 8,951m after, which should be seen
relative to the capital requirement of DKK 7,725m. 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. The capital buffer was 16 % at 31. December 2008 and positive
impacted by the substantial depreciation of NOK against DKK.
TrygVesta issued subordinate loan capital in 2005 of EUR 150m (DKK 1.1bn). The loan carries a coupon of 4.5% and
can be repaid in 2015. This so-called hybrid capital thus accounts for 12% of TrygVesta’s total capitalisation. As an Arating permits hybrid capital to account for a maximum of 25% of the company’s capital, TrygVesta’s existing
capitalisation places it comfortably within this limit.
Standard & Poor’s most recently affirmed TrygVesta’s A- rating in August 2008, and Moody’s affirmed its A2 rating in
late September 2008.
A simplified capital model updated to include full-year 2008 financial data is available at www.trygvesta.com under the
menu item Investor/Key figures.
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Financial outlook for 2009
(This section is identical to the corresponding section in the Annual Report 2008)

Future reporting
TrygVesta’s new process-oriented organisation, which was implemented on 1 January 2009, will result in future
changes to the reporting. The geographical reporting of the Danish and Norwegian businesses will continue
unchanged while, beginning in the first quarter of 2009, Private & Commercial Denmark and Private & Commercial
Norway will be reported as Nordic private and commercial business. Reporting on Corporate, Sweden and Finland
will be unchanged.

The financial crisis and economic downturn have caused greater uncertainty in a number of areas. TrygVesta is
committed to providing profit guidance that is as precise as possible. However, with respect to 2009, the outlook is
subject to much greater uncertainty.
The Outlook for 2009 does not include the impact from the acquisition of Moderna Försäkringar Sak, as these activities
only will be included once the transaction is closed and this is expected in first half of 2009. For further information
please refer to separate company announcement dated 2 March 2009.

Since the end of the third quarter of 2008, the credit and financial crisis has, among other things, resulted in
significant changes in interest rates and exchange rates, and such changes impact TrygVesta’s profit outlook for 2009.
Due to the exceptional circumstances, TrygVesta has elected to update the outlook to include interest rate and
exchange rate levels at mid-February 2009. Other assumptions remain unchanged.
Due to the greater uncertainty and large fluctuations in the financial markets we have elected to present a more
detailed picture of our expectations, also adding a number of sensitivity calculations. This is intended to illustrate the
impact of falling interest rates and the substantial depreciation of NOK against DKK.

DKKm

2009

2008
actual

Interest rate level

Mid February
2009**

Favorable

Negative

scenario

scenario

1,650

1,350

3,93%

NOK/DKK exchange rate

0.85

Premium growth*

4.9 %

4%

Technical result before run-off

1,591

1,500

Technical result after run-off

2,384

1,500

Investment result

-988

300

Profit before tax

1,347

1,800

Profit after tax

846

1,300

1,400

1,200

Combined ratio

89.1

92

91

93

* I local currency
** Since the autumn of 2008, changes in interest rates and exchange rates have impacted the outlook negatively for the pre-tax profit for 2009 by DKK 400m,
of which DKK 350m is attributable to lower interest rates and DKK 50m to the lower NOK against DKK. Interest rate changes have had an adverse impact of 1
percentage point on the combined ratio.
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Lower premium growth expected for 2009
Earned premiums are expected to increase by some 4% in local currency terms, assuming no major changes in
competitive conditions relative to 31 December 2008. Earned premium growth is expected to originate from organic
growth and measures already implemented with respect to premiums. Finland and Sweden together are expected to
contribute 1.8%, while Denmark and Norway will contribute 2.2%.
Expectations for expected growth in earned premiums in 2009 have been lowered relative to the 4.9% gross increase
achieved in 2008. This is a consequence of the economic downturn which is expected to affect our business in several
areas; lower sales of new cars, fewer new single-family houses being built and rising unemployment, reducing the
requirement for workers’ compensation insurance. An overall assessment of the various factors has caused us to
reduce the original growth forecast for 2009 from 5% to 4%.
TrygVesta retains the strategy of generating profitable growth.
Combined ratio affected by declining interest rates
Our third-quarter 2008 interim report released in November 2008 set out a combined ratio forecast for 2009 at the level
prevailing in 2008. This was based on interest rate and other assumptions as prevailing at 30 September 2008.
The interest rate used to discount provisions for claims fell by 1.2 percentage points in the period from the fourth
quarter of 2008 until mid-February 2009 (including the effect of a changed discount curve) with a significant adverse
effect on the combined ratio. Seen in isolation, a 1 percentage point drop in interest rates would increase the
combined ratio by around 1 percentage point due to an increase in the discounted technical provisions.
Based on the interest rate level prevailing at mid February 2009, the combined ratio for 2009 before run-off is
estimated to be at the level of 91-93 with an expectation of 92. The past three years had run-offs of 1.8–4.6% of the
combined ratio, for example, with a combined ratio in 2008 of 89.1 after run-off and 93.7 before run-off. The increase
of the outlook in the combined ratio from the forecast in the autumn of 2008 thus only reflects
the lower interest rate level.
Downward trend in expenses
Costs in 2008 were affected by rising wage inflation and substantial investments in “The Living House”. When adjusted
for these factors the expense ratio was 16.7 equal to 2007. The expense ratio for 2009 is expected to be on a level with
2007. This expectation includes continued expansion in Finland and Sweden. The expense ratio would be just over 15 for
the Danish and Norwegian activities.
Technical result
The technical result is expected to be DKK 1.5bn for the full-year 2009 relative to DKK 1,591m in 2008 and before
run-off. The interest rate used for discounting has risen and fallen considerably again since the summer of 2008.The
outlook for the technical result for 2009 is therefore subject to uncertainty due to uncertainty with respect to interest
rates. See also the sensitivity analysis in the section on Risk management on page 69.
Assumptions for insurance activities
The outlook for the financial results for 2009 is based on assumptions with respect to gross earned premiums, gross
claims incurred, gross expenses, result of business ceded and technical interest. Our outlook for gross earned
premiums is based on the Group’s portfolio at 31 December 2008 and assumptions with respect to sales and loss of
policies and price adjustments of existing policies.
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Assumptions for sales and loss of policies are based on historical levels, planned initiatives and the market situation.
Assumptions for price adjustments are primarily based on agreements relating to adjustments of individual insurance
policies. The outlook is expressed in local currency terms.
We generally base our expectations for claims incurred on assumptions for the various products in the individual
business areas. Expectations regarding claims ratios are based on historical performance in the form of average claims
ratios for the past five years, with recent years’ trends generally being weighted stronger than those of prior years.
Trends in the pricing of our insurance premiums, claims frequencies and the discount rate applied
are the most important factors that may affect our overall performance. Assumptions for storm events and large
claims are based on historical experience for not less than ten years, with recent years’ trends being weighted stronger
than those of prior years. In addition, we incorporate the effect of profitability initiatives and the effect of any
legislative measures in the anticipated claims level.
The outlook for 2009 assumes weather related claims of around DKK 250m and large claims of around DKK 500m
gross. The outlook assumes no run-off losses or gains in 2009 on the provisions for claims.
The outlook regarding gross expenses reflects the projected number of employees during 2009 and the related costs.
The projected number of employees incorporates the effect of measures launched to improve efficiency. The outlook
further includes other expenses such as those relating to IT, operations and our owner-occupied properties, which are
predominantly based on agreements that are known to us.
The result of business ceded is based on contracts made with reinsurers to cover claims events and events such as
storms and large claims. The expected result of business ceded is calculated on the basis of such contracts and
historical data.
Assumptions for investment activities
Due to the volatile and unusual conditions prevailing in the financial markets the assumptions for investment return are
subject to considerable uncertainty. See the section on Risk management on page 69 for a sensitivity analysis.
The outlook for the return on investments for 2009 is based on the following assumptions with respect to investment
assets. An equity proportion of 3.6% and a return of 7% including dividend are assumed. Bonds are expected to account
for around 86% of total investment assets and to yield a return of 3.93% based on interest rates mid-February 2009.
Finally, the real estate portfolio, which accounts for 10% of assets including owner-occupied properties, is expected to
yield a return of 6.1% exclusive of any value adjustments. In 2008, bonds, equities and real estate yielded returns of
6.1%, minus 32.8% and 8.4%, respectively. The investment result after transfer of technical interest for 2009 is
expected to be a profit of DKK 300m against a loss of 988m in 2008.
Currency risk
Currency exchange rates, which have a major impact on the results of the insurance operations, were very volatile in
2008. TrygVesta’s insurance operations are directly exposed to fluctuations in NOK, SEK and EUR. Based on the
expectation of a positive profit contribution from, the Norwegian part of the business, a depreciation of NOK against
DKK would adversely impact the total profit of the Group which presents its financial statements in DKK. The currency
risk on the part of equity tied up in NOK is hedged. The table shows the impact on premium growth and the result of
insurance operations of different NOK/DKK rates.
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Assumptions for tax
The effective tax rate is affected by the corporate tax rate of 25% in Denmark and 28% in Norway, and by the fact
that tax loss carry-forwards are not utilised in Sweden and Finland. We expect an effective tax rate of 27 for 2009.
Whether this is achieved depends on the amount of gains or losses on equities which are tax-exempt or nondeductible.
The return on equity for 2009 is expected to be 14-16% after tax.

Impact of exchange rate changes on the groups’ results

DKK/NOK
Præmievækst påvirkning i DKK
Forsikringsteknisk resultat (mio. DKK)

0.95

0.90

0.85

0.80

0.75

4.7%

2.4%

0.0%

-2.4%

-4.7%

70

35

0

-35

-70
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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 confirm such statements
to actual results, except as may be required by law.

This is a translation of the Danish fourth quarter 2008 report. In case of any discrepancy between the Danish and the English
version, the Danish version shall apply.
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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 report for the first to
the fourth quarter of 2008.
The 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 report gives a true and fair view of the Group’s assets, liabilities and financial position at 31
December 2008 and of the results of the Group’s activities and cash flows for the period 1 January – 31 December
2008.
We are furthermore of the opinion that the management’s report gives a true and fair view of developments in the
Group’s operations and financial situation, the results for the period in review and the Group’s financial position in
general and describes significant risk and uncertainty factors that may affect the Group.
Ballerup, 3 March 2009.
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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Statement of changes in 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 Q4 2006 – Q4 2008
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Further information
Financial calendar
Annual general meeting

22 April 2009

First quarter report

12 May 2009

Half-year report

18 August 2009

Report for the first to third quarter

10 November 2009

Contact information
Ole Søeberg

Chief Investor Relations Officer

+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

Chief Communications Officer

+45 44 20 30 70

troels.rasmussen@tryg.dk

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