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5. Analysis of Change and Operating Embedded Value Earnings

The Analysis of Change of the EEV 2006 to the EEV 2007 consists of the following elements:

| In EUR million..___________ [ SN\W | _PVFP |  Total

EEV(2006) 527.4 990.9 1,518.3
Initial Adjustments 8.8 0.5 9.3
Restated EEV(2006) 536.2 991.4 1,527.6
Operating Embedded Value Earnings 203.5 76.5 280.0
Economic Variances and Assumption 14.3 16.5 30.7
Changes

Embedded Value Earnings 217.8 93.0 310.8
Exchange Rate Movements -9.7 -49.1 -58.8
Capital Movements -60.4 0.0 -60.4
Others -2.0 -2.0 -4.1
EEV(2007) 681.9 1,033.3 1,715.1

— Initial Adjustments:
The initial adjustments are mainly caused by a refined modelling approach for
administrative expenses (Domestic Operations) and the recalculation of CoC for the
subsidiary in Australia.

— Economic Variances and Assumption Changes:
This element is essentially driven by the reduction of tax rates in Germany and UK.

— Exchange Rate Movements:
The EURO has strengthened during 2007 relative to most of the important currencies.

— Capital Movements:
This is the sum of two effects: the Life & Health Segment share of the dividend payments
to Hannover Re shareholders and the change in intra-company Bridge Financing. Further
details are given in Section 7.

The Return on EEV amounts 16.2% and can be further analysed according to the elements of the
Analysis of Change. Firstly it consists of the Roll Forward (6.6%). The high Value of New
Business makes a significant contribution of 7.0%. The Experience Variances and Operating
Assumptions changes account together for 4.8%. The main drivers are explained in the next
section. The strengthened EUR has an impact of -3.8%. Economic Variances and Economic
Assumption Changes amount to 2.0%.

In EUR million ____SNW__| PVFP

Expected Return on Shareholders' Net Worth 16.4 16.4
Release of Profit on Existing Business and Roll 246.2 162.4 838
Forward

Value of New Business (VNB) -74.7 181.0 106.4
Experience Variances (actual vs exp.) 1.4 46.2 47.6
Operating Assumption Changes 141 11.7 25.8

Operating Embedded Value Earnings 203.5 76.5 280.0






