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Life insurers will reconsider the importance
of risk-related products since these returns
are not correlated to the capital market.

Based on our profound knowledge of bio-
metric risks, we can support our clients

with new products and with the cultivation
of entirely new market segments. We are
able to provide expert systems for all key
processes related to risk-taking, including
for example the application process. 

Product consulting and product partnerships

Ceding 
company

Initial ceding 
allowance

Reassurer
Annual proceeds of 
underlying business

Financial solutions are a key pillar of our
business. Demand for financial reinsuran-
ce solutions rose steadily in the course of
the year as the worldwide crisis damaged
the solvency and risk-carrying capacity of
life insurers in many countries.

Against this backdrop, the focus has moved
back to the reinsurance market as a partner,
especially as solutions designed for the ca-
pital market (securitisations) have proven
to be extremely challenging. 

We made the most of this situation and
completed several significant transactions
of this type in the second half of 2008. 

Example of a cash transaction

Typically, such a transaction takes the form
of a block transaction, i.e. it is based on an
existing block of business that was written
in previous years. Such a block of business
constitutes an illiquid asset for life insurers.
By way of a block assumption transaction
it is converted into a cash amount which is
paid to the life insurer as a ceding allowance.
In turn, the reinsurer is entitled to a share
of the future earnings on the underlying
block of business.

Solutions for our customers
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Companies

In Germany the impact of the financial
markets downturn has hitherto been fairly
moderate for life insurance companies.
This is mainly due to the lessons learnt
from the capital market developments of
2002/2003. Investment policies are even
more conservative than before with a rather
low level of investment – if any – in equity.
The situation is quite different in other
markets, where recent developments have
left some major insurance groups in serious
difficulties. 

In general, companies relying mainly on
capital-market-related products have ex-
perienced a major erosion of their margin
base since a large part of their income re-
lates to the volume of assets under own
management. As a consequence we expect
a greater focus on biometric risks: these pro-
ducts offer returns that are not correlated
with capital market performance.

Products

On the product side traditional offerings
with guaranteed interest rates – such as
deferred annuities with a guaranteed min-
imum annual annuity payment at retire-
ment age – still enjoy a significant market
position, which is set to grow further. Add-
itionally, we see further potential for capi-
tal-market-oriented products with guaran-
tees, e.g. unit-linked with mutual funds
that have an in-built guarantee. 

Variable annuities have not played a signi-
ficant role in the German life insurance
market to date. In 2008, however, we saw
a number of attempts to enter the market.
We do not anticipate any major growth in
this area in the medium term due to the
difficulties in obtaining the necessary hed-
ging instruments at reasonable prices.

The German life insurance market as an illustration

Jens Blohm
Hannover Life Re Germany
jens.blohm@hannover-re.com
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by some collateral held by the entity put-
ting up the funds. In this way, IF leaves no
room for toxic instruments such as collat-
eralised debt obligations and credit de-
fault swaps.

The total assets of the Islamic financial 
system surpassed USD 1 trillion in 2008, 
a fivefold increase over just five years ago. 
IF now ranks among the fastest growing 
financial segments in the world, with esti-
mated annual growth of 20%.

A few words on Islamic finance

Islamic finance (IF) has attracted consider-
able interest of late, and this has increased
even more sharply against the backdrop of
the global financial crisis. IF is now regarded
as a more equitable, safe and efficient al-
ternative to conventional financial pro-
ducts.

Unlike conventional finance, IF is based on
the concept of shared risk and does not ac-
commodate dealings with interest-bearing
instruments. The money proffered is backed

In the takaful world, life insurance is refer-
red to as family takaful and non-life insu-
rance is known as general takaful.

In family takaful, the insured becomes a
member of a takaful pool and his pre-
miums (“takaful contributions”) are pooled
together with those from other insureds.
The duty of the takaful operator (insur-
ance company) is to manage the pool in a
prudent and technically efficient way and
to provide for claims and expenses from
the pool. The takaful operator is entitled
to a wakala fee for his services. If the 
amount of claims and expenses exceeds
the contributions, there is a deficit in the
pool and the takaful operator extends a

Takaful 

Like IF, takaful has evolved as an alterna-
tive to conventional insurance products,
which are held to be prohibited by the reli-
gious rules of Islam. Takaful is based on
the concept of Ta’awun or “mutual assi-
stance”, which forms the basis of many 
Islamic practices. Conventional insurance 
is considered forbidden in Sharia (Islamic
law) due to the elements of Riba (inter-
est), Maysir (speculation) and Al Gharar
(uncertainty). Consequently, all transac-
tions in the takaful system are designed to
minimise the elements of uncertainty and
speculation, with funds being invested in
Sharia-compliant securities. A board of Is-
lamic scholars (Shariah Board) supervises
the takaful operator’s compliance with
these rules. 

HANNOVER RETAKAFUL BAHRAIN
The company, market, model and potential

Bahrain Financial HarbourAl Fateh Mosque, Bahrain
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The emergence of takaful has been one of
the major developments in the insurance
industry in recent years. Initial indications
from distributors of takaful products indi-
cate a greater level of acceptability among
those who would otherwise not consider
life insurance. 

The share of total life and health insur-
ance business attributable to family and
medical takaful contributions increased
from 4% in 2006 to 38% in 2007 in the
MENA region and from 9% to 65% in the
South-East Asia region.

In addition to its existing business, Han-
nover ReTakaful aims to expand its oper-
ations in other countries such as Qatar,
Oman or Indonesia. Furthermore, as insur-
ance awareness continues to grow at a
rapid pace throughout the GCC region 
due to the emergence of takaful, we also
expect increased demand in the individual
family takaful market – which is still rela-
tively small at the present time.

Future business development and opportunities

Azmat Sharif
Manager (Life)
Hannover ReTakaful B.S.C. (c), Bahrain
Tel.: +973 17 576657 
Fax: +973 17 214667
azmat.sharif@hannover-re.com

Hannover ReTakaful Bahrain is in a posi-
tion to provide support for all classes of 
family takaful business such as individual
family takaful, group family takaful, group
mortgage and credit takaful and medical
takaful.

As a retakaful company operating on a
worldwide basis, Hannover ReTakaful ac-
commodates the various takaful models
that are practiced in different markets. We
handle the business assumed from a taka-
ful operator in accordance with the model
adopted by the individual operator.

Retakaful

As family takaful continues to grow, there
is a natural need for takaful operators to
be able to draw upon a Sharia-compliant
reinsurance solution. With retakaful ca-
pacity becoming increasingly widely avail-
able in the markets, companies are coming
under more and more pressure from their
Sharia boards to make use of them and
thus comply even more closely with Islamic
rules. Hannover Re, as an international
reinsurer, has responded to this demand
and meets the requirements of Sharia-
compliant reinsurance through its Bahrain
subsidiary, Hannover ReTakaful Bahrain.

Hannover ReTakaful Bahrain is responsi-
ble for providing family retakaful solutions
to various takaful operators on a worldwide
basis.

from the future surplus of the pool, with-
out any interest.

loan to the pool known as Qard Al Hassan.
The Qard Al Hassan is to be recovered
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We strive to use our in-house expertise to
play an active and positive role in issues
that affect the local reinsurance industry.
In particular, we work closely with the
Dublin International Insurance & Manage-
ment Association (DIMA) and participate
in a number of reinsurance and actuarial
working groups.  We are regulated by the
Irish Financial Services Regulatory Author-
ity (the ”Financial Regulator”). Ireland was
one of the first countries to adopt the EU
Reinsurance Directive and we obtained our
licence under the Reinsurance Directive
with effect from 10 December 2007.

Hannover Life Re Ireland was established
in 1999 and is based in the heart of Dublin’s
International Financial Services Centre.
We have grown significantly over the past
ten years and are now one of the largest
life reinsurers in Ireland.  Our clients are
highly rated life insurers located through-
out the world with a strong focus on North
America, the United Kingdom and contin-
ental Europe.  

The team in Dublin consists of fifteen ex-
perienced reinsurance professionals with a
strong focus on actuarial and medical under-
writing expertise.  We have a multi-national
emphasis with employees from seven dif-
ferent nationalities. 

Background

to offer tailored reinsurance solutions that
leverage the strengths of the Ireland domi-
cile. Our focus is to combine our client-fo-
cused, solution-driven approach with the
considerable resources of the network to
develop reassurance solutions for Hannover
Life Re’s international client base.

Hannover Life Re operates as a decentral-
ised network through more than 20 loca-
tions consisting of subsidiaries, branches
and service offices. Along with our recently
established sister company, Hannover Life
Re Bermuda, we play a pivotal role within
the network and use our global mandate

Global mandate

HANNOVER LIFE RE
in Ireland

ConnemaraInternational Financial Services Centre, DublinNational Conference Centre, Dublin 
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Hannover Life Re has significant experience
in developing financial solutions and we
play a key role in this line of business which
includes deficit account financing and block
assumption transactions. Our in-house ex-
pertise in this area means that we have
the tools to implement effective solutions
in a short space of time. Our strong and 
liquid capital base allows us to provide both
cash and non-cash financing solutions to
service our clients’ needs.  

We also serve the new markets pillar with a
growing portfolio of US Senior Market bu-
siness with transactions covering medicare
supplement and medicare private fee for
service products.

The company’s business largely focuses on
three key areas within the Hannover Life Re
"Five Pillar" strategic model namely risk re-
assurance, financial solutions and new
markets.  

One of our key areas of expertise is risk re-
assurance.  We reinsure individual term life
business with a focus on the United King-
dom and the United States. The recent
acquisition of the ING individual life rein-
surance business provides a first class un-
derwriting platform as well as access to an
extensive database of mortality research.
This will significantly enhance the range
of services Hannover Life Re can provide
to clients – both in North America and on
a worldwide basis.

the acquisition of the ING individual life
reinsurance business through an indemni-
ty reinsurance transaction.  This will provi-
de a step-change in our scale and operati-
ons and will result in a forecast premium
volume of over EUR 1 billion for the first
time in 2009.

We are rated "A" (excellent) by A.M. Best
and "AA-" (very strong) by Standard & 
Poor’s.  This reflects our strong capital base
and the materiality of our operation with-
in the Hannover Life Re network.

Our core position within the network was
further enhanced in February 2009 with

Financial strength

Focus on serving the Hannover Life Re worldwide client base
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Outlook

Hannover Life Re Ireland has played an
important role in Hannover Life Re’s suc-
cess to date.  We look forward to building
on that position going forward and to deli-
vering profitable growth for the benefit of
our clients supported by the financial
strength of the Hannover Re Group.

Our financial position was strengthened
with a capital contribution of EUR 410
million in February 2009. Our capital and
surplus is forecast to grow to over EUR
700 million by the end of 2009.

Anja Fuhrmeister
Head of Pricing and Marketing

Jakes Greyling
Chief Underwriter

Lorraine McDevitt 
Financial Controller

Steven Hardy
Valuation Actuary

Debbie O'Hare
Managing Director
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wesley.clay@hannover-re.com
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Figures in EUR million 2008 2007

31.12. 31.12.

Assets

Held to maturity 43.1 52.1

Loans and receivables 105.0 116.6

Available for sale 2,646.6 2,496.3

At fair value through profit or loss 55.4 35.2

Other invested assets 67.3 57.7

Short-term investments 148.2 147.0

Cash 97.3 88.3

Total investments and cash 
under own management 3,162.9 2,993.1

Funds held by ceding companies 8,988.5 7,741.9

Contract deposits 288.8 616.0

Total investments 12,440.2 11,351.0

Reinsurance recoverables on 
unpaid claims 103.7 101.6

Reinsurance recoverables on benefit reserve 159.1 255.1

Prepaid reinsurance premium 6.2 6.1

Reinsurance recoverables on other reserves 115.0 2.5

Deferred acquisition costs 1,558.6 1,545.0

Accounts receivable 825.5 1,152.7

Other assets in the segment 336.5 304.3

Total 15,429.8 14,718.3

ASSETS 
of Hannover Life Re

KEY FIGURES
of Hannover Life Re

Figures in EUR million 2008 2007 2006

Gross written premium 3,134.4 3,082.9 2,793.6

Net premium earned 2,784.9 2,795.3 2,373.4

Investment income 245.5 293.9 313.2

Claims expenses 1,674.7 1,672.2 1,495.3

Change in benefit reserves 421.3 397.9 192.8

Commissions 743.4 780.5 831.7

Own administrative expenses 70.1 61.2 50.0

Other income/expenses (0.2) 52.7 22.7

Operating profit (EBIT) 120.7 229.8 139.5

Taxes 35.5 (2.2) (28.3)

Net income 85.2 232.0 111.2

Key ratios

Retention 89.3% 90.8% 85.4%

Expense ratio 2.2% 2.0% 1.8%

EBIT margin1) 4.3% 8.2% 5.9%

Market Consistent Embedded Value

Market Consistent Embedded Value2) 1,652.0 1,715.1 1,527.63)

Value of new business4) 150.5 106.4 64.2

Value of in-force covered business 904.2 994.5 952.03)

(in accordance with IFRS)
1) Operating profit (EBIT)/net premium earned
2) After consolidation, before minority interests
3) After restatement (model refinements)
4) Before minority interests

(in accordance with IFRS)

List of illustrations:

“Starting line”; Bildagentur-online: page 5
“Ready! set! go!”; Vladimir Wrangel: page 7

“International Financial Services Centre”; Irish Image Collection/vario images: page 11
“National Conference Center”; Ros Drinkwater/vario images: page 11
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