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Stable Rating Outlook: Fitch Ratings considers the German non-life insurance sector to be 

well prepared to meet the current challenges, and does not foresee a significant number of 

rating changes over the next 12-24 months.  

Fundamentals Stable on Balance: The agency’s expects continued significant improvements 

in premium rates, especially in motor, to be offset by the low-investment-yield environment. 

Strong Premium Growth Expected: Fitch expects growth in German non-life premiums of 

between 2% and 3% for both 2013 and 2014. This follows the sector’s strongest growth in 

premiums for more than 10 years in 2012 (5.1%) and 2011 (4.5%), indicating that the sector 

continues to maintain underwriting discipline through the current prolonged period of low 

investment yields.  

Catastrophes Support Rate Increases: Significant natural catastrophes and related claims 

experience in 2013 are expected to support further premium rate increases in 2014. Fitch 

estimates that the German non-life sector has suffered exceptional gross claims of 

approximately EUR3.3bn in 2013 from floods in June and severe hailstorm activity in July and 

August. The agency forecasts that these claims will add about 5pp to the year’s gross 

combined ratio and expects insurers to look to recoup losses through increased premium rates. 

Combined Ratio Declining: Fitch expects the German non-life sector to report a gross 

combined ratio of 93% in 2014. The sector was able to report an improved gross combined 

ratio of 94.8% for 2012 (2011: 97.1%), and Fitch believes this is a trend that will continue. 

However, exceptional claims leading to a weaker gross combined ratio of close to 98% will 

buck the trend for 2013. 

Net Underwriting Result Improving: Fitch expects the sector to report a strong increase in its 

net underwriting result for 2014 following material premium rate increases. The agency 

estimates that the sector will report a reduced, but still positive net underwriting result of about 

EUR0.5bn for 2013 (2012: EUR1.6bn) following natural catastrophe losses as adequate 

reinsurance protection should significantly reduce net losses.  

Investment Income to Decrease: Investment returns are expected to decline to 3.0% in 2014 

from 3.4% in 2013 (2012: 4.5%), reflecting the current low-interest-rate environment. Fitch has 

seen some limited increase in risk appetite on the asset side of insurers’ balance sheets.  

Outlook Sensitivities 

Underwriting Discipline: Growth in GWP of 3% or more could lead to a revision of the sector 

outlook to positive. At the same time, a positive ratings outlook will be unlikely as long as the 

low-investment-yield environment pressures the overall profitability of composite insurance 

groups, especially those with significant life operations.  

Reduced Investment Returns: A further decline in insurance groups’ consolidated investment 

returns could lead to a negative rating outlook as further increased risk from composite groups’ 

life businesses could negatively affect the ratings for all groups with significant life operations. 

Increased Investment Yields: A sustainable recovery in yields, which could – for example – 

be indicated by 10-year German government bonds yielding more than 4%, could lead to a 

positive sector outlook. However, such a scenario is viewed as unlikely in the short term.  
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  Figure 1 

 
 

Strong Premium Growth 

In 2012, the German non-life insurance market reported GWP growth of 5.1% (2011: 4.5%) 

after growth of less than 2% per annum from 2004 to 2010. Despite the low level of premium 

growth, the sector was profitable from an underwriting perspective during that period. Fitch 

expects the trend of increasing premiums to be maintained in 2013 and 2014 (see Figure 1).  

The strong GWP growth has been primarily driven by the motor line. After reporting declining 

premium volumes from 2005 to 2010, the motor line grew by 5.2% in 2011 and 5.5% in 2012. 

Fitch expects the motor line to continue this trend and to achieve growth of around 3% for both 

2013 and 2014. 

The sector’s ability to achieve further rate increases in 2014 will benefit significantly from high 

catastrophe claims activity in 2013 (see below). However, the high level of growth may slow 

down after the sector achieved the strongest GWP growth this century in both 2011 and 2012. 

Fitch estimates that GWP growth will be between 2% to 3% for 2013 and expects it to be 

maintained in this range for 2014. 

High Major Claims Activity 

The German non-life sector was hit by exceptionally high catastrophe claims activity in 2013 

after a relatively quiet year in 2012. According to figures released by the German insurance 

association GDV, the floods in June resulted in gross claims of EUR1.8bn for the industry.  

Subsequently, the sector suffered from exceptionally strong hailstorm activity in July and 

August 2013, for which GDV reported gross claims of EUR2.7bn for the industry. Fitch believes 

that hailstorm activity has increased in Germany within the last decade and considers that 

gross claims of about EUR1.0bn should be viewed as “normal” catastrophe experience. 

Consequently, Fitch views 2013 losses of about EUR1.5bn as exceeding expectations and 

being outside of insurers’ typical catastrophe budgets. 

A large portion of the flood and hailstorm claims will be covered by reinsurance. Fitch estimates 

extraordinary net claims to be about EUR0.8bn from the floods and EUR0.7bn from the 

hailstorms, or EUR1.5bn in total. However, insurers are likely to have needed to purchase 

additional reinsurance protection after the events. Fitch believes these reinstatement premiums 

will have been below EUR0.5bn. 

Combined Ratio Declining 

Assuming further rate increases are achieved as per the agency’s expectation, Fitch forecasts 

the German non-life sector’s gross combined ratio to improve to 93% and the net combined 

ratio to improve to 95% for 2014. Fitch believes that the motor net combined ratio will improve 

to 99% and that the line will report an underwriting profit in 2014 (see Figure 2).  
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In 2012, the sector reported a gross combined ratio of 94.8% (2011: 97.1%). The net combined 

ratio improved to 96.3% (2011: 98.9%). Further gross claims of EUR3.3bn in 2013 will add 

about 5pp to the gross combined ratio, while premium growth may reduce the combined ratio 

by 1.5pp. Fitch therefore expects a gross combined ratio of 98% for 2013. 

EUR1.5bn of net catastrophe claims reported in 2013 are expected to add approximately 3pp 

to the net combined ratio. When additional reinsurance expenses and premium growth are 

included, Fitch believes the net combined ratio will weaken to about 99% in 2013.  

The motor net combined ratio was weaker than 100% from 2008 to 2012. However, it improved 

to 103.6% in 2012 from 108.4% in 2011. The same holds true for home insurance, where the 

net combined ratio improved to 109.3% from 111.5%. The flood and hailstorm losses 

negatively affected home insurance profitability in 2013, and Fitch believes that the net 

combined ratio for the home segment may increase to 118% for 2013.  

Net Underwriting Result Improving 

  Figure 3 

 
 

Fitch estimates that the net underwriting result could improve to EUR2.5bn in 2014, which 

would be the second-highest level this century and the highest result since 2006 when the 

sector reported earnings of EUR3.0bn. This estimate assumes continued GWP growth of about 

3% for 2013 and 2014, continued underwriting discipline, and that claims from natural 

catastrophes will return to a ”normal” level. 

The German non-life sector’s net underwriting result (without changes in the equalisation 

reserve) increased to EUR1.6bn in 2012 from EUR0.4bn in 2011 and continued to recover from 

its low of EUR1.5m in 2010. However, Fitch estimates that the net underwriting result will 

decrease to about EUR0.5bn in 2013 because of the exceptionally high natural catastrophe 

losses (see High Major Claims Activity).  
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  Figure 2 
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The contribution from the net underwriting 

result to the sector’s overall profitability 

continues to be limited. At EUR6.4bn, 

investment income was more than 4x as large 

as the underwriting result in 2012 (see 

Figure 3). Nevertheless, the agency believes 

that the proportion of overall profitability 

derived from underwriting is likely to increase 

to one-third in 2014, assuming underwriting 

discipline is maintained and major claims 

activity reduces to a level that is more in line 

with the long-term average. 

Investment Income to Decrease 

The sector’s investment earnings improved to EUR6.4bn in 2012 from EUR5.2bn in 2011. This 

corresponds to a net investment return rate of 4.5% for 2012 (2011: 3.8%). The high return 

(relative to the low-investment-yield environment) is strongly influenced by the market leader, 

which reported return rates of 5% and more for its two largest subsidiaries in 2011 and 2012. 

Excluding the market leader, the return rate declines to 4.0% for 2012 and 3.4% for 2011.  

Despite continued low investment yields, the sector achieved a running yield of 4.5% in 2012 

according to the German regulator. Fitch believes that the high running yield is primarily driven 

by intragroup dividend payments within the sector. From a consolidated perspective, these 

dividends have to be stripped out from investment income.  

A slight increase in risk and a longer duration within fixed-income investment portfolios may 

have acted to dampen a further reduction in the yield achieved. However, volumes of high-yield 

bonds, hedge funds and other more risky investments were stable at end-2012 compared to 

end-2011.  

Fitch believes that the running yield from fixed-income investments was about 3% in 2012, and 

that it is likely to decrease further in 2013. Despite forecasting slight increases in investment 

yields, the agency expects the trend of a decreasing running yield to continue in 2014 with 

reinvestment rates likely to be less than those of maturing investments. 

Fitch notes that investment income is likely to remain volatile. The agency expects investment 

income in 2013 and 2014 to be about EUR5.0bn and EUR4.5bn respectively, but notes that 

significant uncertainty could result in material variations around these estimates. 

Claims Reserve Development 
 

Figure 5 
Prior-Year Reserve Adjustment (PYRA) and Equalisation Reserve of the 
German Non-Life Sector 
(%) 2009 2010 2011 2012 2013E 2014F 

PYRA/PYR 7.0 6.7 5.9 5.8 6.0 5.4 
PYRA/GWP 9.3 9.2 7.8 7.6 8.0 7.2 
Claims reserve/GWP 135.0 139.4 137.2 134.8 133.3 132.3 
Equalisation reserve/GWP 21.6 20.9 19.5 19.3 19.0 19.5 

Source: BAFin, Fitch 

 

Germany’s claims reserving standards are very strong relative to international standards. Fitch 

expects that claims reserves will continue to grow to end-2014 and forecasts that gross claims 

reserves will reach EUR92bn gross and EUR71bn net. This forecast is based on the 

assumption that the German non-life sector will maintain underwriting discipline. 

  Figure 4 
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Gross claims reserves increased to EUR88.4bn at end-2012 from EUR86.1bn at end-2011, 

and net claims reserves increased to EUR67.8bn from EUR65.7bn. Fitch believes that the high 

catastrophe claims activity in 2013 will lead to a relatively small increase in claims reserves at 

year-end. The agency estimates that gross claims reserves will increase to about EUR90bn 

and net claims reserves to about EUR69bn. 

Measured as a proportion of GWP, Fitch estimates gross claims reserves at 133.3% at end-

2013 (2012: 134.8%) (see Figure 5). Therefore, the adequacy of claims reserves will be down 

slightly at end-2013 as GWP will have increased more than claims reserves. Fitch expects this 

trend to continue for 2014, with the ratio decreasing to 132.3%. However, the decline is 

primarily driven by strong GWP growth, but not necessarily an equivalent growth in exposure 

and it will take some time for the related claims reserves to be built up.  

The German non-life sector consistently delivers significant positive prior-year reserve 

surpluses. Sector data are available for gross reserves only. Fitch estimates that the PYRA will 

increase slightly to 6.0% of the prior-year reserve in 2013, because it is likely that insurers will 

release some additional gains to compensate for the higher claims activity in 2013. Fitch 

believes that the PYRA will decrease to 5.4% of the prior-year reserve in 2014 as long as there 

are no exceptional circumstances that would encourage insurers to increase the level of 

reserve releases. 

Strong Capitalisation 

Fitch expects that German non-life insurers will maintain their strong level of capitalisation at 

end-2013 and end-2014. Further GWP growth in 2013 and 2014 would suggest a further 

decline in the regulatory solvency margin for end-2013 and end-2014. However, Fitch expects 

that the margin will remain well above 250%, which the agency views as very strong. The 

sector reported a strong regulatory solvency margin of 306% at end-2012, slightly down from 

314% at end-2011 due to an increase in premium volume. 

The German non-life industry has prudent reserving practices by international standards, and 

maintains a significant cushion of claims reserves that Fitch views as redundant. Furthermore, 

the German regulatory environment prescribes that non-life insurers maintain an equalisation 

reserve that will be available as a capital buffer should underwriting deteriorate (see Figure 5). 

Measured as a proportion of GWP, Fitch estimates this capital buffer at 19.0% for end-2013 

and expects it to increase slightly to 19.5% by end-2014. 

 

 
 
 

Figure 6 
German Non-Life Sector – Year-End Figures 
(EURm) 2010 2011 2012 2013E 2014F 

Gross written premiums  60,151.3 62,859.0 65,750.6 67,500 69,500 
Gross underwriting result 1,982.3 1,812.5 3,443.1 1,000 4,500 
Net underwriting result 1.5 377.9 1,573.5 500 2,250 
Retention rate (%) 80.6 79.5 79.3 79 79 
Gross loss ratio (%) 70.2 71.1 69.2 73.0 68.0 
Gross expense ratio (%) 26.1 26.0 25.6 25.0 25.0 
Gross combined ratio (%) 96.3 94.5 94.8 98.0 93.0 
Net combined ratio (%) 99.0 97.0 96.3 99.0 95.0 
Prior-year reserve adjustment

a
 (%) 9.2 7.8 7.6 8.0 7.2 

Claims reserve
a
 (%) 139.4 137.2 134.8 133.3 132.3 

Equalisation reserve
a
 (%) 20.9 19.5 19.3 19.0 19.5 

Net investment return rate (%) 4.4 3.8 4.5 3.4 3.0 
a
 As a % of gross written premiums 

Net underwriting result without equalisation reserve adjustment  
Source: BAFin, Fitch calculations, without PSVaG  

 Strong and stable capitalisation. 
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2013 Review 

No significant credit events have occurred for German non-life insurers so far in 2013. Fitch 

views the German floods in June and the hailstorm activity in July and August as earnings 

events, not credit events. The sector is likely to report underwriting profit on a gross and a net 

basis. The increased major claims activity in 2013 supports insurers’ ability to increase rates 

further – despite the strong growth already achieved in 2011 and 2012.  

Commercial and industrial insurance rates remain under pressure, if a little less so than in prior 

years. Fitch does not expect this trend in commercial lines to improve until the German 

economy shows material growth, leading to a strong increase in demand for insurance 

products.  

Insurers remain strongly capitalised, and most have excess capacity. However, Fitch expects 

that the German non-life sector will continue to maintain underwriting discipline despite this 

excess capacity. 

 No significant credit events so far in 

2013. 
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Appendix 
 

Figure 7 
Insurer Financial Strength Ratings 

Issuer 
Rating/Outlook/RW 
(Current) 

Rating/Outlook/RW 
(End-2012) 

Market Implied Rating  
(Current) 

AachenMünchener Versicherung AG A−/Negative A−/Negative BB+ 
Advocard Rechtschutzversicherung 
AG  

A−/Negative A−/Negative BB+ 

Allianz Versicherungs-AG AA/Stable AA/Stable AA- 
ALTE LEIPZIGER Versicherung 
Aktiengesellschaft 

A+/Stable A+/Stable NA 

AXA Versicherung (Germany) AG AA−/Negative AA−/Negative BBB 
Cosmos Versicherung AG A−/Negative A−/Negative BB+ 
DBV Deutsche Beamten 
Versicherung AG 

AA−/Negative AA−/Negative BBB 

DEVK Allgemeine Versicherungs-
Aktiengesellschaft 

A+/Stable A+/Stable NA 

DEVK Deutsche Eisenbahn 
Versicherung Sach- und HUK- 
Versicherungsverein a.G. 

A+/Stable A+/Stable NA. 

DEVK Rechtsschutz-Versicherungs-
Aktiengesellschaft 

A+/Stable A+/Stable NA. 

Europäische Reiseversicherung AG A+/Stable A+/Stable AA- 
Generali Versicherung AG A−/Negative A−/Negative BB+ 
Gothaer Allgemeine Versicherung 
AG 

A/Stable A/Stable NA 

NÜRNBERGER Allgemeine 
Versicherungs-AG 

A+/Stable A+/Stable NA 

Westfälische Provinzial 
Versicherung AG 

AA−/Stable AA−/Stable NA 

Württembergische Versicherung AG A−/Stable A−/Stable NA 

Source: Fitch 
Market Implied Ratings apply to the holding companies of the groups AXA S.A., Allianz SE and Munich 
Reinsurance Company 

 

Please note that the rating outlook for the sector:  

 is based on the outlooks per insurance group, and not per legal entity; 

 includes additional non-public ratings; and 

 includes just two groups on Negative Outlook: AXA and Generali.  
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