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Main events of 1997

January: • Avalanches force extensive

evacuations in the Troms

area of Northern Norway.

Storebrand decides to meet

the additional expenses of

those affected.

February: • Storebrand announces co-

operation with the

Norwegian Health

Association to provide

Norway’s first health card. 

• A share issue by Norwegian

Applied Technology (NAT)

focuses attention on the con-

duct of initial public offe-

rings and on brokers trading

for own account. Own ac-

count trading at Storebrand

and breach of internal rules

attracts attention.

• Storebrand changes and im-

proves its no claims discount

system for car insurance.

April: • The Boards of Christiania

Bank and Storebrand decide

to propose a merger of the 

two groups to create

Christiania.

• Four organisations involved

in the fight against drugs en-

ter into an agreement with

Storebrand for the establish-

ment of an anti-drugs fund. 

June: • Storebrand launches the

first  scheme for surgery-in-

surance in Norway.

• Press comment confirms

that 4 out of 5 are satisfied

with Storebrand’s claims

processing for personal inju-

ries.

• The Norwegian Federation

of Organisations of Disabled

People and Storebrand en-

ter into an exciting agree-

ment to offer insurance to

the disabled - a break-

through in insurance provi-

sion for the disabled. 

• The proposed merger with

Christiania Bank fails to at-

tract the required number 

of votes at Storebrand’s

Extraordinary General

Meeting. 

August: • Storebrand is granted per-

mission to establish

Storebrand Fondsforsikring

a.s. in order to be able to of-

fer unit linked products. 

October: • Launch of the youth pro-

duct “Jump” which can also

be bought on the Internet.

December: • Storebrand Bank introduces

sales of AMS units in mutual

funds over the internet - the

first time this has been done

in Norway.

• By year end each of

Storebrand’s geographic re-

gions has established one or

more customer centres, a sa-

les and service centre and a

new sales agency network.

The distribution project has

proved to be one of the

most extensive processes of

change ever seen in

Storebrand.

The Norwegian Red Cross
and Storebrand

work together

harassment
and violence

If more

people care
stop

the harassment
we can

W e  c a r e  b e c a u s e
w e  k n o w  i t  w o r k s

to prevent
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Storebrand provides over a million cus-

tomers with insurance, asset manage-

ment and banking services. This makes

Storebrand the largest insurance com-

pany in Norway, and a leading provi-

der of financial security and financial

services to both private individuals and

to businesses. Storebrand’s activities

contribute to improving its customers’

financial position, simplifying their

everyday financial requirements and

giving them the protection of insuran-

ce against unforeseen events. The pre-

vention of accidents is accordingly a

major goal for the group, whether the-

se involve people, assets or the environ-

ment. 

Storebrand serves around 40% of

the Norwegian non-life insurance mar-

ket and around 30% of the life insu-

rance market in Norway. Storebrand is

the largest manager of private savings

in Norway, and one of the country’s

largest investors in real estate. The es-

tablishment of its own banking operati-

on has given added breadth to the

company’s range of products and servi-

ces.

The group’s operations

Storebrand operates as an integrated

financial group, with its principal ope-

rations in the areas of non-life insuran-

ce, life insurance, fund management

and banking. The group’s operational

structure consists of 5 market areas ba-

sed upon the main operational activiti-

es. 

Storebrand serves its customers

through Insurance Offices, Agencies

and Bank Branches in six geographic

regions. This ensures that Storebrand

has a presence throughout the coun-

try. Of the group’s 3,891 employees,

1,970 are employed in the 224 offices

of the group’s distribution network.

During 1997 Storebrand fundamental-

ly reorganised the customer service

and sales function in its regional distri-

bution network in order to improve

customer service, telephone accessibili-

ty and the sales activity. In addition the

first advisory offices were opened to of-

fer financial advice to private custo-

mers. 

Storebrand has a wholly owned sub-

sidiary in Sweden,

Forsäkringsaktiebolaget Storebrand

Sverige, which is active in the commer-

cial insurance market. 

In terms of international activities

Storebrand has significant operations

in marine and energy insurance.

This is Storebrand

Storebrand is Norway’s leading commercial provider of financial
welfare services. We help over a million customers with insurance,
asset management and banking services, and offer them the
protection of insurance against health and environmental risks.

Storebrand aims to be accessible to customers, to provide them with
efficient settlement of claims and to help simplify their everyday
financial requirements. A high level  of skill ensures that we offer
competitiveness in products and prices.

Storebrand provides insurance products for both individuals and
groups which complement public welfare provision. Storebrand
takes co-responsibility for improving the environment, increasing
welfare and promoting quality of life.

Storebrand will create value for customers and shareholders by
operating in the markets which offer the best long term return.

The company’s objectives



NOK million 1997 1996 1995 1994 1993

Storebrand Group 
Premium income for own account 14,642 13,213 12,985 12,929 11,008
Operating income 30,918 25,495 22,673 24,260 22,421
Net financial income (insurance) 9,183 7,936 7,238 5,270 9,778
Operating profit 4,809 4,120 4,206 1,985 5,968
Group profit 1,012 1,254 1,451 522 1,397
Total assets 114,517 104,370 99,256 97,626 95,606
Equity capital 5,886 4,857 3,806 2,459 2,428
Solvency capital  * 8,948 7,924 6,912 5,921 5,712
No. of employees (full time equivalents) 3,736 4,029 4,042 4,100 4,105
Capital ratio 14.4% 14.5% 15.8% 8.8% 8.7%

*) Consists of equity capital together with security, reinsurance and administration reserves, natural perils fund and the non-life guarantee reserve. 

Key figures per share
Average number of ordinary shares  1000’s 276,766 276,586 276,418 265,962 176,324
Earnings per ordinary share * 3.57 3.98 4.82 1.20 4.80
Dividend per ordinary share 0.00 0.00 0.00 0.00 0.20
Dividend per preference share 0.50 0.70 0.70 0.90 1.10

*) Calculated for 1993 on the basis of the actual number of shares at 31 December. 
For other years the average number of shares during the year is used.
Earnings per share in 1996 includes realised gains of NOK 138 million from the sale of UNI Storebrand Kredittforsikring AS.
Of this NOK 116.4 million is related to the security reserve etc.
Earnings per share includes accrued premium for the redemption of the preference shares. 

Storebrand Livsforsikring Group
Premium income for own account 7,287 5,936 5,815 6,117 4,742
Income from/expenses of financial assets 8,164 6,674 6,206 4,798 8,749
Operating profit 4,359 3,434 3,342 1,922 5,414
Operating profit adjusted for unrealised gains * 5,471 5,143 5,025 -1,198 9,682
Capital ratio 10.51 % 10.16 % 14.10 % 11.22 % 11.09 %

*) Including unrealised gains on bonds to be held to maturity 

Storebrand Livsforsikring AS
Operating profit: 4,354 3,427 3,337 1,913 5,409
- To policyholders 3,797 2,866 2,755 1,463 4,571
Of which conditional statutory allocations 1,000 1,800 1,000 500 2,800

- To shareholders 557 561 582 434 749
- To taxes 0 0 0 16 94
Return on capital 9.96 % 8.48 % 8.50 % 6.87 % 13.58 %
Return on capital adjusted for unrealised gains 10.45 % 10.01 % 9.90 % 2.44 % 19.87 %
Return on capital adjusted for unrealised gains including bonds to be held to maturity 10.55 % 10.37 % 10.65 %
Average yield 9.50 % 8.14 % 8.16 % 6.50 % 13.20 %
Average guaranteed yield (total) 3.8 % 3.9 % 4.0 % 4.0 % 5.1 %
Average guaranteed yield excluding premium and pension adjustment fund 3.9 % 4.0 % 4.1 % 4.2 % 4.7 %
Cost ratio 0.86 % 0.90 % 1.02 % 1.10 % 1.15 %

Storebrand Skadeforsikring Group
Gross premiums written 8,376 8,173 8,302 8,234 7,928
Premiums written for own account 7,371 7,253 7,222 6,912 6,283
Operating profit 684 1,043 1,184 712 1,164
Claims ratio for own account 77.8 % 74.9 % 70.0 % 73.7 % 77.4 %
Cost ratio for own account 26.9 % 28.5 % 28.1 % 26.3 % 27.9 %
Combined Ratio for own account 104.7 % 103.4 % 98.1 % 99.9 % 105.2 %
Solvency capital 5,160 5,016 4,878 4,694 4,306
Solvency margin 70.0 % 69.2 % 67.5 % 67.9 % 68.5 %
Claims reserve ratio for own account 106.0 % 111.2 % 109.5 % 112.5 % 111.4 %
Total assets 18.236 18,577 18,031 17,251 16,294
Average return on solvency capital 13.5 % 21.1 % 24.7 % 15.8 % 27.9 %
Capital ratio 22.4 % 28.8 % 30.3 % 25.9 % 18.8 %

Key figures
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No. of shares at 31 December 1997

Board of Directors:

Jon R. Gundersen (Chairman) 1,364

Jens Ulltveit-Moe 7,484

Per-Leon Selseth 0

Brit K. S. Rugland 23

Lennart Jeansson 1,000

Leiv L. Nergaard 0

Mathias B. Dannevig 319

Per-Olav Myrtrøen 0

Dagfin Lea 115

Board of Representatives:

Elected by the shareholders:

Sven Ullring (Chairman) 0

Jens P. Heyerdahl d.y. (Deputy

Chairman) 9,136

Tore Lindholt 46

Svein Rennemo 0

Reidar Flod Johansen 0

Kari Broberg 0

Wenche Meldahl 0

Sandra Riise 0

Brit Seim Jahre 0

Jan Magne Heggelund 0

Ole Enger 0

Erik Braathen 13,760

Terje Venold 0

Halvor Stenstadvold 101

Erling Steigum 0

Harald Tyrdal 5

Kristian Zachariassen 0

Anders Renolen 0

Tor Brandeggen 0

Elected by the employees:

Jorun Elisabeth Erstad 115

Ingrid Rongen 0

Inger Anne Strand 36

Arild Lorentzen 488

Morten Rambech Dahl 1,516

Tore Fredriksen 115

Edrund Olaisen 336

Per-Inge Søreng 284

Einar Sørensen 952

Tore Johnsen 0

Auditors:

Ole M. Klette 0

Arne Frogner 0

Control Committee:

Nils Erik Lie (formann) 0

Brit Seim Jahre 0

Harald Moen 422

Carl Graff-Wang 1,290

Sverre Bjørnstad 2,816

Jon Ansteinsson 5,574

Senior Management:

Executive  Management:

Åge Korsvold *) 43,882

Knut W. Francke 1,536

Gunn Ovesen 2,616

Paul Høiness 0

Allan Åkerstedt 0

Idar Kreutzer 300

Office of the Chief Executive :

Åge Korsvold *) 43,882

Idar Kreutzer 300

Espen Klitzing 300

Hans Henrik Klouman 463

Central Staff Functions:

Gry Gautneb 0

Rolf Corneliussen 115

Jon Hippe 0

*)  Åge Korsvold has in addition pur-

chased an option to buy 600,000 sha-

res. As a part of his employment con-

tract he has an option to buy up to

250,000 shares. 

(see Note 3 and 16 to the Accounts for

more details)

The figures show the number of shares

recorded in the share register for each

named individual as at 31 December

1997. The share holdings shown inclu-

de shares owned by spouses, children

or companies where the named indivi-

dual exerts such influence as is defined

in paragraphs 1 - 2 of the Companies

Act.

Directors and officers
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Storebrand recorded a satisfactory

group profit for the year of NOK 1,012

million, as against NOK 1,254 million

for the previous year. Net premium

income was NOK 14,643 million as

compared to NOK 13,213 million in

1996. Whilst the results from the life

insurance activities are satisfactory,

non-life produced weaker results, as a

result of the buoyant Norwegian eco-

nomy causing an increase in claims. A

buoyant economy normally causes an

increase in insurance claims from both

private and corporate customers.

Group results benefited from higher

realized financial income.

The group’s results

The group’s 1997 results were weaker

than in 1996 as a result of increased

claims caused by the buoyant

Norwegian economy and continuing

downward pressure on margins caused

by intense competition. The life insu-

rance company maintained a competi-

tive investment yield throughout the

year, and also saw encouraging growth

in sales, particularly to the private mar-

ket. Operating profit for 1997 for the

Group amounted to NOK 4,809 milli-

on before allocations to policy holders,

as compared to NOK 4,120 million in

1996. After allocating the customers’

share of the profit from life and pensi-

on insurance, group profit was NOK

1,012 million as against NOK 1,254

million in 1996. In non-life insurance

the technical result, expressed as the

sum of the claims and cost ratios, was

104.7 percent in 1997 as against 103.4

percent in 1996. The underlying profi-

tability of this business was not satisfac-

tory in 1997, although the second half

of the year was somewhat better than

the first half. 

Earnings per ordinary share amoun-

ted to NOK 3.57, as compared to NOK

3.98 in 1996.

US GAAP

As in the past two years, Storebrand

has produced a comparison between

its results under United States

Generally Accepted Accounting

Principles (US GAAP) and Norwegian

Accounting Principles (N GAAP). The

group’s result for the year under US

GAAP would have been NOK 351 milli-

on, which is NOK 725 million lower

than under NGAAP. The difference in

profit figures arises in part from reduc-

tions in the required statutory additio-

nal reserves and in the security reserve

in the case of non-life insurance. The

group’s equity under US GAAP is NOK

9.4 billion, which is NOK 3.5 billion

higher than based on Norwegian

accounting principles. Figures presen-

ted on a US GAAP basis are to be

found on page 79 of the Annual

Report.

Christiania

In the spring of 1997 Storebrand and

Christiania Bank produced a proposal

to merge the two companies. For

Storebrand the rationale for the mer-

ger proposal was to be found both in

synergies and sales strength in the dis-

tribution of life insurance and savings

products, and in the importance of

Report of the board of directors

The Board of Storebrand ASA. 

Back row from  the left: Dagfin

Lea, Leiv L. Nergaard, Brit K.S.

Rugland, Per-Leon Selseth og

Mathias B. Dannevig. 

Front row from  the left: Jens

Ulltveit-Moe, Jon R. Gundersen

(chairman) and Per-Olav

Myrtrøen. Lennart Jeansson was

not present when the picture

was taken
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strengthening the company’s market

capitalisation in an industry characteri-

sed by structural change. The compa-

ny’s preference shares came to play a

determining role in voting on the mer-

ger, and represented a sufficiently lar-

ge vote to defeat the proposal at the

Extraordinary General Meeting.

Marketing organisation

Quite independently of the proposal

to create Christiania and consideration

of other structural questions, major

changes were made to Storebrand’s

organisation and market presence

during 1997. Our sales and customer

administration arrangements for the

retail market have been adapted to

make more use of telephone contact

with customers. A number of local offi-

ces have been replaced with service

from regional centres.

The Board will evaluate the experi-

ence of the new marketing organisati-

on in 1998. After taking into account

customer requirements new measures

will be considered and implemented

where necessary in order to reduce

operating costs and claims experience

and to create increased distribution

capacity and sales power.

Competition in the finance industry

demands that resources committed to

marketing and customer administrati-

on are used in the best way possible.

The Board intends to ensure that the

group’s organisation, both centrally

and at a local level, is so structured as

to be able to respond quickly to the

changes and adjustments which will be

required.

Commentary on the insurance

business results

The life insurance activities reported a

good financial result, with a booked

return on financial assets of 9.96 per-

cent, or 10.45 percent after adjusting

for unrealised gains. This is 1.48 per-

centage points better than was achie-

ved in 1996. This year’s investment

results are among the best from the

larger Norwegian life companies. The

cost ratio improved in 1997 to 0.86

percent of average customer funds.

The company maintained its position

as the most cost efficient company in

Norway for the year. The total of the

company’s equity capital, statutory

additional reserves and unrealised

gains, which represents its risk capital,

was NOK 14.6 billion at yearend as

compared with NOK 12.5 billion at the

end of 1996. Increased risk capital ser-

ves to benefit customers, since it allows

the company to increase its equity

investments and the expected invest-

ment return.

The life insurance group’s operating

profit amounted to NOK 4,359 milli-

on, as against NOK 3,434 million in

1996. Of the total profit, NOK 3,797

million was allocated to customers, of

which NOK 2,797 million was allocated

unconditionally and NOK 1,000 milli-

on was allocated conditionally in the

form of additional statutory allocations

to the insurance fund. When determi-

ning the allocation to the additional

statutory reserves, particular attention

is paid to ensuring that customers

receive a good unconditional return

added to their policies for 1997. The

allocation of profit to equity and share-

holders was NOK 562 million. The

value adjusted operating profit, which

takes into account changes in unreali-

sed gains, was NOK 5,471 million, an

increase of NOK 328 million for 1997.

Storebrand Skadeforsikring saw a

reduction in operating profit of NOK

359 million to NOK 684 million in

1997. The technical result was NOK

132 million lower. The 1997 technical

result includes the effects of run-off

gains and the accounting effect of the

reduction in minimum claims reserve

required by the Banking, Insurance

and Securities Commission, which

together amount to NOK 611 million.

The equivalent figure for 1996 was 362

million. If these effects are excluded,

the technical result worsened by NOK

381 million in 1997. The higher claims

which result from the current econo-

mic climate are the main cause of the

weaker results. The claims ratio for los-

ses incurred in 1997 was 6 percentage

points worse than in 1996. Claims were

higher in motor vehicle and home

insurance. Both the frequency of

claims and the average claims amount

increased in 1997. The claims ratio was

also affected by adjustments in favour

of the customer which were made to

policy terms. 

The subsidiary Europeiske

Reiseforsikring AS reported weaker

results. Operating profit amounted to

NOK 34 million as against NOK 70 mil-

lion in 1996. The Swedish subsidiary

Försäkringsaktiebolaget Storebrand

Sverige achieved an operating profit of

NOK 27 million as against NOK 34 mil-

lion in 1996.

The projects in claims processing,

underwriting and setting premium

tariffs produced realised savings of

NOK 367 million by the end of 1997.

This is in line with the target previously

announced by the company. The

savings generated by these projects are

principally invested in measures aimed

at increasing the company’s future

competitiveness.

Market conditions

The life and pensions insurance mar-

ket grew strongly in 1997. The total

market grew from NOK 19 billion

(excluding transfers of policies betwe-

en companies) in 1996 to NOK 22.3

billion in 1997. The life company’s

market share of premiums, excluding

transferred policies, increased from

28.0 percent to 28.9 percent during

the course of the year. Market share

including the effects of premium reser-

ve transfers increased from 26.6 per-

cent to 28.9 percent in 1997. New busi-
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ness sales to the private market were

strong, and sales to the corporate mar-

ket were also satisfactory. Single premi-

um business was a particularly success-

ful feature of private market sales. The

Unit Linked product Storebrand Link

was launched in the third quarter, and

sales have shown a good development

compared to the original projections.

Storebrand lost market share in non-

life insurance in 1997. The market sha-

re for land-based insurance, measured

by gross premium volume, fell by 1.1

percentage points to 38.9 percent. 

Of this reduction 0.3 percentage

points is caused by a change in the

base data used in the statistics. The

market share in motor insurance,

which is one of the most important

lines, fell by 1.3 percentage points. If

market share is expressed in terms of

number of policies, the reduction in

market share for this line was 0.6 per-

centage points. A summary of market

share by line of insurance can be seen

in the management report on page 37.

The Board recognises that winning

back lost market share is a clear objec-

tive, and believes that the measures

implemented in pricing and product

specification, particularly in the private

market, will lead to an improvement.

International insurance business in

the marine, energy and satellite lines

was profitable, but over-capacity in the-

se markets is causing premium rates to

fall. Over-capacity is partly a result of

the buoyant state of the world econo-

my, and partly a reflection of the reaso-

nable returns earned by insurers in

previous years when risk capital

demand and supply were better balan-

ced. This has attracted new capacity,

and we have probably not yet seen the

low point of the cycle for international

insurance. 

Investment management 

On the Oslo Stock Exchange the All

Share Index increased by 31.5% over

the year. The general level of interest

rates fell again in 1997. Overseas secu-

rities markets also developed positively

during 1997, and contributed to the

increase in value of Storebrand’s

investment portfolio, despite the

impact towards year end of the crisis in

Asia. 

The market value of Storebrand

Livsforsikring’s investment assets incre-

ased during the year from NOK 86.3

billion to NOK 93.8 billion. The pro-

portion held in shares increased

during the year from 16 percent to 25

percent at market value. Of this, fore-

ign shares accounted for 48% at 31

December 1997, as against 38% a year

earlier. The overall yield, including

unrealised gains, was 10.5 percent as

compared to 10 percent in 1996.

The market value of investment

assets held by Storebrand

Skadeforsikring fell by NOK 769 milli-

on to NOK 12.9 billion during the

course of the year. This reduction is

principally caused by the commitment

of funds to Storebrand’s new office

building at Filipstad in Oslo, which will

start to produce a return once the buil-

ding is occupied. Interest bearing secu-

rities accounted for 77 percent of the

investment portfolio, as compared to

87 percent in 1996. The proportion

invested in shares, measured by market

value, increased from 7 percent in

1996 to 17 percent in 1997. The overall

yield, adjusted for unrealised gains, was

7.2 percent.

A more detailed account of the fund

management results is provided in the

management report on page 26.

Storebrand Bank

The first anniversary of Storebrand

Bank was 26 August 1997. During 1997

customer numbers increased from

7,000 to 15,000, and total assets grew

from NOK 475 million to NOK 2.8 bil-

lion. Storebrand Bank AS reported a

loss for the year of NOK 64 million,

which was in line with the plans made

when the bank was established. The

Storebrand Bank Group recorded a

loss of NOK 1 million when the results

of Storebrand Finans AS are included. 

The further development of

Storebrand Bank continues, and the

network of local bank-related advice

offices was extended with the establish-

ment of 10 new offices in 1997. The

sale of Storebrand Spar’s mutual fund

products to the private market is now

carried out by Storebrand Bank.

Storebrand Spar 

The market for mutual fund savings

grew strongly in 1997, and a number of

new players appeared on the market.

The total market grew from NOK 65

billion in 1996 to NOK 96 billion in

1997.

The development of Storebrand

Spar’s position in this market was not

satisfactory, with its market share fal-

ling by 0.9 percentage points to 6.2

percent at 31 December 1997.

Competitors with access to banking

networks for product distribution sho-

wed the best market share results in

1997. The Board believes that the

investment in local bank-related advice

offices will play an important role in

increasing sales of investment savings

products from their current level and

in winning back market share. 

The Storebrand Spar Group repor-

ted a profit of NOK 11.9 million in

1997.

Other subsidiaries 

Storebrand Finans had another good

year in 1997 with a profit of NOK 63

million. The main factors contributing

to profitability were lower interest rates

and good receipts on the debt recovery

portfolio.

Storebrand Nybygg, a subsidiary of

Storebrand Skadeforsikring in 1997,

saw a continued level of new construc-

tion activity in 1997. The contractor
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handed over the new head office buil-

ding on 3 February 1998, and the

move to this building will start in mid-

March in line with the original timeta-

ble and budget.

Risk management

The group’s operating companies are

subject to both insurance risk and

investment risk arising from their

investment of assets. Investment risk

includes currency risk. The Boards of

the individual group companies deter-

mine investment policies annually

which are so structured as to evaluate

price, interest rate, credit and currency

risks. These policies also take into

account the legal requirements in

respect of capital adequacy and funds

management. Against this background

specific guidelines are laid down in

respect of the specific investment

instruments (i.e. types of asset). 

Investment exposure is monitored

daily by the fund administrator,

Storebrand Investment Management.

The administrator is responsible for

maintaining investment exposure wit-

hin approved limits.

The Board of Storebrand

Skadeforsikring AS determines the

reinsurance programme to manage

insurance risk on an annual basis. The

risk of losses on lending, on guarante-

es, and on other investments is evalua-

ted, and the necessary provisions are

decided.

A complete report of risk exposure

throughout the Group is reviewed by

the Board of Directors every June. This

report is prepared in accordance with

the requirements for internal control

and reporting laid down by the rele-

vant authorities.

The group’s programme of work to

adapt its computer systems for Year

2000 is proceeding according to plan.

A provision of NOK 50 million was

made in the 1996 accounts to cover the

costs of this work, and it has not pro-

ved necessary to make any further pro-

vision in 1997.

Personnel and organisation 

Employment in the group totalled

3,736 full time equivalent positions at

the end of the year as compared to

4,029 at the beginning of the year. The

number of staff leaving the group’s

employment was equivalent to 557 full

time equivalent positions, but new

recruitment was equivalent to 264 full

time equivalent positions. The intro-

duction of the new distribution structu-

re and measures to increase efficiency

in central staff and support functions

caused considerable internal re-organi-

sation in 1997. Staffing has increased

in areas related to providing financial

services to the private market where

the company is concentrating its

efforts. There have been no compulso-

ry redundancies as a result of the re-

organisation. The average age of the

group’s employees at year end was 44,

unchanged from 1996.

Health, safety and

environment

The incidence of absence from work

on grounds of sickness has increased

from 3.36 percent in 1996 to 3.71 per-

cent in 1997. The Board wishes to see

the level of absence reduced, and will

monitor progress to this effect, whilst

recognising that the group’s experien-

ce follows the trend seen in the econo-

my as a whole. 

Work on Storebrand’s environmen-

tal management programme was incre-

ased in 1997. It is pleasing to report

that the measure introduced integrate

both internal and external target areas.

Procedures for purchasing, constructi-

on projects and property management

which reflect environmental concerns

are included in the internal measures.

External measure include products

related to motor insurance and health

and safety at work which are intended

to improve our customers’ environ-

mental awareness and efficiency. 

The company does not pollute the

external environment beyond the nor-

mal level for the activities in which the

group is engaged.

Board of Representatives,

Board of Directors and

shareholder matters

Storebrand ASA had 75,305 sharehol-

ders at the end of 1997, as against

77,084 a year earlier. As at 31

December 1997 foreign shareholders

accounted for 42.1 percent of the ordi-

nary. The proportion held by foreign

shareholders a year ago was 47 per

cent. The share price of the ordinary

shares increased by 43 per cent over

the course of the year, from NOK

36.95 to NOK 53.00. The highest and

lowest prices during the year were

NOK 57.00 and NOK 35.00 respective-

ly.

Leiv L. Nergaard was elected to the

Board of Directors as a successor to

Tom Ruud. Tor Brandeggen was elec-

ted as a new member of the Board of

Representatives. Jan Kildal and Per

Øverbø were elected as deputy mem-

bers of the Board of Representatives.

Remuneration of the Chief Executive

of Storebrand ASA, the auditor and

officers, and obligations in the event of

termination or a change in manage-

ment employment contracts are detai-

led in Notes 3 and 16 to the Accounts.

Capital situation

The group’s capital ratio, expressed as

the ratio of primary capital to the risk

weighted asset base in accordance with

the rules specified by the authorities,

was 14.4 percent at 31 December 1997.

This is effectively unchanged from last

year. Capital adequacy continues to be

at this high level despite an increase in

the risk weighted asset base resulting

from increased investment in shares.

The minimum legal requirement at 31
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Oslo, 3 March 1998

Translation not to be signed.

Jon R. Gundersen

Chairman

Jens Ulltveit-Moe

Per-Leon Selseth

Brit K.S. Rugland

Lennart Jeansson

Mathias B. Dannevig

December 1997 was 8 percent. The

separate capital ratios of the Life and

Non-life sub groups were 10.5 percent

and 22,4 percent respectively.

Storebrand ASA had liquid assets of

NOK 2,650 million at year end, and

will in addition receive NOK 952 milli-

on in group contribution from its sub-

sidiaries in March 1998. The company

is accordingly well equipped to redeem

the preference share capital as soon as

the necessary resolutions on such

redemption have been approved. 

The international credit rating agen-

cy Standard & Poors rated both

Storebrand Livsforsikring AS and

Storebrand Skadeforsikring AS as A+

for claims paying ability in January

1998.

Future prospects

The many structural changes taking

place in the finance industry both

domestically and internationally bear

witness to an industry undergoing

rapid and major change. It is realistic

to expect the market to be characteri-

sed by continuing focus on structural

change in the years to come. One clear

trend in the finance industry seems to

be for many companies to participate

in structural change in their domestic

market as a precursor to involvement

in the same process internationally.

Developments over the coming years

will be a crucial factor in determining

what role Norwegian companies will

play in the future financial markets of

the Nordic region and in Europe. It is

essential that Storebrand be well positi-

oned to participate in these develop-

ments. It is an important condition for

this that the company maintains a com-

petitive position in its domestic mar-

ket. 

The Norwegian non-life insurance

market continues to be affected by the

buoyant state of the Norwegian econo-

my. It is expected that 1998 will see a

high level of claims, as was the case in

1997, and that the industry as a whole

will introduce product and pricing

measures intended to regain profitabi-

lity. It is expected that the current

trend of falling profitability will be

reversed during 1998, and that profita-

bility will improve in 1999. 

Continuing growth is expected in the

life insurance and savings markets.

New products for pension saving are

expected to contribute to rapid

growth. The increased range of finan-

cial products and services available to

the private market makes the need for

product-neutral advice based on indivi-

dual requirements a key feature of

Storebrand’s sales channels. 

Allocation of profit

Storebrand ASA recorded a profit for

the year of NOK 614 million. It is pro-

posed that the profit for the year be

allocated as follows:

• Dividend to owners of preference

shares NOK 50 million

• Free reserve NOK 564 million

In accordance with the dividend policy

which has been in place over recent

years, the Board proposes the payment

of a full dividend on the preference

shares, which is NOK 0.50 per share. It

is further proposed that no dividend

be paid in respect of ordinary shares.

This dividend policy is founded in the

goal of building financial strength in

order to redeem the preference shares

in 1998. For further information on

the group’s dividend policy reference

is made to the section Shareholder

matters.

Leiv L. Nergaard

Per-Olav Myrtrøen

Dagfin Lea

Åge Korsvold

Group Chief Executive Officer



NOK million Note 1997 1996

Operating income
Premiums for own account - life insurance 44 7,402.1 5,936.4
Premiums for own account - non life insurance 45 7,240.4 7,276.3
Income from insurance related financial assets 18 15,489.9 11,763.2
Income from financial assets related to other activities 292.6 242.5
Other insurance related income 266.8 87.4
Other income 226.5 189.4

Total operating income 30,918.3 25,495.2

Costs
Claims for own account - life insurance 44 -5,955.3 -6,032.8
Change in insurance reserves - life insurance 44 -4,339.4 -2,359.3
Claims for own account - non life insurance 45 -5,632.9 -5,452.1
Expenses related to financial assets (insurance) 18 -6,307.1 -3,827.4
Expenses related to assets (other activities) 19,20,21,22 -538.5 -538.9
Operating costs - insurance 19,20,21,22 -2,601.0 -2,652.5
Other insurance related costs -322.4 -206.6
Other costs -412.5 -305.4

Total costs -26,109.1 -21,375.0

Operating profit 4,809.2 4,120.2

Additional statutory allocations - life insurance 24 -1,000.0 -1,800.0
Funds allocated to policyholders - life insurance 24 -2,796.8 -1,066.3

Group profit 23 1,012.4 1,253.9

Changes in security reserve etc. -  non life insurance 5.2 -87.9

Profit from normal activities 1,017.6 1,166.0

Taxes 25 59.3 -50.7

Profit for the year 1,076.9 1,115.3

Earnings per ordinary share 3.57 3.98

10

Storebrand Group
Profit and Loss Account 1 January - 31 December
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NOK million Note 1997 1996

Assets

Intangible assets 26 53.9 50.2

Properties and real estate 27,35,36,37 9,079.4 7,896.6
Shares and other financial investments - long term holdings 28,37 28.9 74.9
Bonds 29,31,37 18,553.7 17,313.3
Certificates 32,33 10,023.9 10,162.8
Other long term financial assets 30,31,37 163.5 199.7
Shares and other financial investments 28,37 20,645.4 12,178.0
Bonds 29,31,37 38,328.1 33,512.9
Certificates 29,37 7,078.5 13,074.1
Other short term financial assets etc. 30,31,37 1,734.1 1,556.8

Total financial assets 105,635.5 95,969.1

Receivables 2,301.1 2,565.2
Other assets 35 3,985.6 3,511.9
Prepaid pension 20 599.7 498.6
Deferred tax 38 100.3 33.2
Prepaid expenses and deferred income 1,840.7 1,742.1

Total assets 114,516.8 104,370.3

Equity capital and liabilities

Equity capital 40 5,885.9 4,857.2
Minority interest in equity capital 1.5 1.5
Subordinated loan capital 41 1,401.0 1,326.7

Insurance reserves - life insurance 85,778.4 78,762.4
Premium reserve for own account - non life insurance 45 3,180.4 3,036.9
Claims reserve for own account - non life insurance 45 7,815.9 8,066.8
Security reserve etc. - non life insurance 45 3,061.9 3,067.2

Total technical (insurance) reserves 99,836.6 92,933.3

Reserves for other risk and costs 152.4 410.6
Accrued pension liability 20 790.5 568.1
Deferred tax 38 100.3 33.2
Debt 5,856.3 3,608.9
Accrued costs and deferred income 492.3 630.8

Total equity capital and liabilities 114,516.8 104,370.3

Storebrand Group
Balance Sheet at 31 December 



NOK million Note 1997 1996

Operating income
Group contribution from subsidiaries 1 760.0 1,154.8
Dividends from subsidiaries 58.4 210.0

Total operating income 818,4 1,364.8

Operating expenses
Salary and personnel costs 2,3 -346.9 -315.5
Depreciation 8 -44.8 -30.3
Recharge of costs/other costs 174.2 66.6

Total operating costs -217.5 -279.2

Financial income and financial expenses
Interest income from securities 92.2 69.9
Other interest income 37.6 32.9
Gain on sale of securities 71.3 153.7
Reversal of securities write-down 25.2
Other financial income 10.8 3.3

Total income from financial assets 212.0 285.0

Loss on sale of securities -9.6 -32.2
Write-down of securities -0.1
Other financial expenses -1.3 -2.5
Interests costs - bond loan 13 -153.0 -153.0
Interests costs - other long term debt -35.1 -51.7

Total costs of financial assets -198.9 -239.5

Net financial income and expense 13.1 45.5

Profit before tax 614.0 1,131.1

Taxes 4

Profit for the year 614.0 1,131.1

Allocations
Legal reserve 113.1
Distributable reserves 564.0 948.0
Dividend 50.0 70.0

Total allocations 614.0 1,131.1

12

Storebrand ASA
Profit and Loss Account 1 January - 31 December



NOK million Note 1997 1996

Assets

Properties and real estate 8,9 11.2 11.4
Shares and participations in group companies/associated 5 4,725.3 4,628.7
Shares and other finacial investments - long term holding 6 16.0 12.7
Other financial assets 146.9
Shares 6 293.5 1.0
Bonds 7 837.0
Certificates 7 1,154.3 1,173.8

Total financial assets 7,037.3 5,974.5

Intra-group accounts 16 853.3 1,622.3
Other receivables and other assets 89.6 32.5
Fixed assets excluding real estate 8,9 120.3 90.9
Cash and bank 366.2 401.6
Pre-paid pension 2 78.8 63.2

Total assets 8,545.4 8,185.0

Equity capital and liabilities

Share capital 11,12 1,884.9 1,883.6
Legal reserve 11 1,272.1 1,262.0
Distributable reserves 11 2,268.2 1,704.2

Total equity capital 5,425.2 4,849.8

Pension liabilities 2 256.9 79.6
Reserve for other risks and costs 26.1 229.8
Allocated for dividend 50.0 70.0
Bond loan 13 1,800.0 1,800.0
Intra-group debt 16 718.8 850.0
Other debt 157.4 196.6
Other accrued costs and deferred income 111.0 109.2

Total equity capital and liabilities 8,545.4 8,185.0

Financial instruments: See note 6 and 7
Guarantees: See note 17

A
ccounts

Storebrand ASA
Balance Sheet at 31 December

13
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Storebrand ASA

Audit report 1997*

We have audited the annual report and accounts of Storebrand ASA for 1997, which show a profit for the year of NOK 614 milli-

on for the parent company and a consolidated profit for the year of NOK 1,076.9 million. The Annual Report and Accounts,

which consists of the annual report from the Board of Directors, profit and loss account, balance sheet, cashflow statement, notes

to the accounts and consolidated accounts, are presented by the company’s Board of Directors and its Managing Director.

Our responsibility is to examine the company’s annual report and accounts, its accounting records and other related matters.

We have conducted our audit in accordance with relevant laws, regulations and Norwegian generally accepted auditing stan-

dards. We have performed those audit procedures which we considered necessary to confirm that the annual report and accounts

are free of material misstatements. In accordance with generally accepted auditing standards, we have examined selected parts of

the evidence supporting the accounts and assessed the accounting principles applied, the estimates made by management, and

the content and presentation of the annual report and accounts. To the extent required by Norwegian generally accepted audi-

ting standards, we have reviewed the company’s internal control and the management of its financial affairs.

The Board of Directors’ proposal for the appropriation of the profit is in accordance with the requirements of the Companies Act.

In our opinion, the Annual Report and Accounts have been prepared in accordance with relevant legislation and regulations

for financial institutions and financial groups and present fairly the financial position of the company and the group as of 31

December 1997 and the result of its operations for the financial year, in accordance with the regulations of the Banking,

Insurance and Securities Commission and Norwegian generally accepted accounting principles.

Oslo, 3 March 1998

Translation, not to be signed Translation, not to be signed

Ole M. Klette Arne Frogner

State Authorised Public Accountant State Authorised Public Accountant 

*Includes the official annual accounts appearing on pages 5 through 13 and pages 48 through 81

Control Committee’s Statement 1997

The Control Committee of Storebrand ASA has reviewed the Board of Directors’ proposed Annual Accounts for 1997 for

Storebrand ASA and the Storebrand Group.

With reference to the auditor’s report of 3 March the Control Committee recommends that the Profit and Loss Account and

the Balance Sheet are adopted as the Accounts of Storebrand ASA and the Storebrand Group for 1997

Oslo, 9 March 1998

Translation, not  to be signed

Nils Erik Lie

Chairman of the Control Committee

Board of Representatives’ Statement 1997

The Board of Directors’ proposal for the Annual Report and Accounts, together with the Auditor’s report and the Control

Committee’s statement have, in the manner required by law, been presented to the Board of Representatives. The Board of

Representatives recommends that the Annual General Meeting approve the Board of Director’s proposal for the Profit and Loss

Account for 1997 and the 31 December 1997 Balance Sheet for Storebrand ASA and for the Storebrand Group.

The Board of Representatives raises no objections to the Board’s proposal regarding dividend and allocation to the free reserve

for 1997.

Oslo, 11 March 1998

Translation, not  to be signed

Sven Ullring

Chairman of the Board of Representatives
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and improvement projects. The reor-

ganisation of the non-life distribution

system and the implementation of cost

savings in the central staff function

represented two major projects.

Expertise in the key areas of the opera-

tions is a major influence on the com-

petitiveness of all the activities in which

Storebrand is engaged. This means

that we have to ensure a continuous

improvement in expertise in areas

such as distribution, claims processing,

product development and technology

so that we achieve a level of expertise

which makes it possible to compete

with the best in our industry. 

Although management attention

has been principally focused over

recent years on improving the group’s

key processes for the private market,

there have also been significant

changes in the corporate market.

Corporate Life was made a separate

business area in 1995 to secure

increased sales focus on medium sized

corporate customers. With a centrally

directed sales organisation and sales

agents located throughout the country,

we have succeeded in combining a

high and effective level of sales activity

with good local knowledge. The result

has been sales figures from this unit

which have exceeded expectations. In

the Oslo/Akerhus region a separate

customer centre has been established

for the corporate market. The idea

behind this customer centre is to

ensure a high level of accessibility and

simpler customer service for the small-

er customers. This frees time and

resources for managing the larger cus-

tomer relationships. Feedback from

both large and small customers has

been very positive, and we now plan to

establish in similar ways in other

regions.

The changes which have been made

have led to a number of employees

leaving Storebrand. In the course of

1997 around 560 colleagues left the

group. Many of these have had a long

career in Storebrand, and they deserve

thanks and appreciation for their con-

siderable efforts over a long period

with the company. 

We have also devoted considerable

resources to new activities over the past

year. In total 265 new staff were recruit-

ed by the group in 1997, many of these

by Storebrand Bank. Even though the

cost-cutting measures carried out have

produced significant savings, the

impact of new activities has meant that

we have not achieved our cost targets

for the year. We must therefore contin-

ue to make further improvements. Not

only do we have to achieve the results

we expect from the measures already

in place, but we must also implement

further changes in our business sys-

tems to ensure that we do not fall

behind in relation to the best interna-

tional players with whom we compare

ourselves.

Competition makes companies

stretch themselves to give their cus-

tomers the best service. The new gen-

eration of products are in general

terms easier both to understand and

produce, but have to comply with a

complex regulatory framework. It is

accordingly ever more important to

have a thorough understanding of how

A time of change for the finance industry
By Åge Korsvold

Group Chief Executive Officer

The finance industry in 1997 was char-

acterised by many mergers and acquisi-

tions, both in the Nordic countries and

internationally. In the Nordic region a

relatively small number of strong inte-

grated financial groups, all of which

are built around a banking business,

now play the leading role in providing

financial services to the retail market.

No Norwegian institutions took part or

were involved in the structural changes

seen in the Nordic markets last year,

and no insurance company from any-

where in the Nordic region could be

said to have played a leading role in

these changes. 

The proposed merger of Storebrand

and Christiania Bank did not meet

with the approval of Storebrand’s

Extraordinary General Meeting in

1997. The principal attraction for

Storebrand of the proposed merger lay

in the increased distribution capacity it

offered, which would have strength-

ened the company’s position in the

regional markets of Norway. In addi-

tion economies of scale and a wider

range of products would have pro-

duced significant cost and income syn-

ergies, giving a stronger platform from

which to meet future structural

changes.

Storebrand is now concentrating on

a multi-channel distribution strategy.

This means that sales activity is based

on a number of different sales chan-

nels such as its own sales agents, tied

agents, insurance brokers, its own cus-

tomer centres, franchise operators and

independent financial advice through

our bank-related advice concept. At

the same time the business portfolio in

which the group is active is being prin-

cipally directed towards those activities

which offer the greatest strategic

potential and the strongest business

position.

1997 was a demanding year for

Storebrand’s organisation, with a

strong focus on internal restructuring

Åge Korsvold.

Group Chief Executive Officer
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our own organisation functions, and of

the regulatory environment in which it

operates, because the consequences of

making ill-advised decisions or failing

to implement an agreed strategy suc-

cessfully are greater than ever. Many

areas of activity demand ever more spe-

cialised and intensified expertise, as

for example in the case of developing

the customer interface, the use of tech-

nology and management itself.

Moreover the kind of expertise

required is changing as new technolo-

gy replaces traditional functions.

1998 will see a continuing pro-

gramme of change to the current

organisation, and a high level of invest-

ment will be maintained to improve

our business systems. Market research

shows that our customers are in favour

of the changes made to our traditional

businesses of life insurance, non-life

insurance and fund management.

However the results in the market for

investment products - the new savings

market which is now developing - do

not live up to our expectations. This

means that 1998 will see not only more

work on a new generation of pro-

grammes of improvement for the non-

life and life insurance activities, but

also a greater and more focused con-

centration on the market areas where

Storebrand wants to have a stronger

position.

We believe that there is still room

for considerable benefit from further

measures to change and rationalise

our activities. After a number of years

with no recruitment and a low level of

investment, Storebrand is now in a

phase of aggressive investment. Staff

numbers are expected to increase in

some parts of the organisation as a

consequence of our investment of sig-

nificant resources in improving the dis-

tribution network for financial prod-

ucts, and  Storebrand will have the

highest level of investment in 1998 that

has been seen for a number of years. 

The major changes taking place in

the finance and insurance industry 

create major challenges for Store-

brand. Change has become part of the

daily routine, and the pace of change

will remain high for many years to

come.

Life and Non-life 
insurance - 
Corporate market

• Personal and asset
   insurance for corporate
   customers
• Collective pensions
• Group life insurance

Financial Services - 
Private market

• Savings
• Personal insurance
• Payments services
• Lending
• Financial advice

Non-life insurance - 
Retail market

• Car insurance
• Combined private lines
• Travel insurance

Fund Management

• Management of the 
  group's investments
• Fund management for 
   external customers
• Investment products
• Life insurance - 
   Large customers

Marine and Energy

• Marine insurance
• Energy insurance

Market areas
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mutual fund investments) using the

Internet and, in the same year,

Storebrand opened customer centres

which are easily accessible for its pri-

vate customers. 

Quite separate from the increasing

use of new channels, the personal

financial services market has always

been one where there is a real need

for personal advice. This is because

decisions often have major conse-

quences for the customer, and because

requirements are complex and vary

from case to case. 

A constantly changing environment

and a stream of new products, such as

the Unit Linked and pension products

introduced in 1997, also increase the

need for advice. Throughout 1997,

Storebrand increased its advisory

capacity both through its existing sales

channels and by establishing two new

channels for sales and advice.

The number of employees selling a

wide range of life assurance and sav-

ings products was increased in 1997.

The efficiency of the sales operation

has doubled over the past two years in

parallel with the increase in its staff

numbers. This dedicated advice- and

salesforce represents a key distribution

channel for Storebrand, which meets

important customer needs. A large

number of private individuals have 

limited idea of what their future pen-

sion entitlements might be, or what

might be the consequences of sickness

or disability. They respond very posi-

tively to the offer of advice on these

questions. The advice and sales force

offer advice which is not restricted to

any particular product across the range

of life insurance, banking and mutual

fund products. Setting up technologi-

cally supported customer centres to

handle customer services has freed

time elsewhere for a professional level

of advice and sales activity. The inter-

play between an efficient centralised

service function and the local advice

Financial services for the private market

The pace of change in the market for

personal financial services accelerated

in 1997. This was partly the result of

changes in the regulatory environ-

ment, the launch of more new prod-

ucts, and increasing willingness by

customers to use new forms of saving

and new distribution channels. These

changes mean that Storebrand is

faced with major changes in terms

both of products and their distribu-

tion, and this was part of the ratio-

nale for the proposed merger with

Christiania Bank. Following the deci-

sion reached at the Extraordinary

General Meeting, Storebrand has

increased its investment in strength-

ening its distribution and building

up its personal advice expertise in the

field of financial services. An increase

in the number of specialised sales peo-

ple for life and savings products, the

establishment of franchised sales out-

lets and building up a network of

local offices offering advice are all

important elements in the strategy. 

The rapidly changing market

for personal financial services

creates new demands

Both the private market for life assur-

ance and the mutual fund market grew

strongly in 1997. Low interest rates, ris-

ing standards of living and a greater

awareness of the need for each individ-

ual to save for their old age give reason

to believe that this trend will continue.

Following the launch of new pension

and Unit-Linked products towards the

end of the year, it also became clear

that the private savings markets for life

assurance, mutual fund products and

bank deposit savings are well on the

way to becoming integrated. The

growth in new forms of saving will

undoubtedly be further strengthened

by the fact that the market for forms of

savings other than bank deposits is rel-

atively undeveloped in Norway. 

In its marketing, Storebrand has

stressed the close relationship between

various forms of savings. In the market

which we now see being formed, cus-

tomers will increasingly seek financial

advice which is not product-specific.

Companies have adapted their services

to this trend. Changes have included

mergers or co-operation between

banks and insurance companies into

so-called “Bancassurance”, such as the

merger between S-E-Banken and Trygg

Hansa in Sweden or the merger

between Winthertur and Credit Suisse

in Switzerland. We have also seen a

number of examples of banks increas-

ing their effort to sell insurance prod-

ucts alongside their traditional ser-

vices, for example DnB and Christiania

Bank. 

Integration of the banking and

insurance industries represents a chal-

lence to Storebrand’s position. The

banks’ increased efforts and their

access to new products has meant that

distribution capacity in the market for

tax incentivised long term savings has

grown considerably. Storebrand’s

share of that distribution capacity has

been correspondingly reduced. This

trend has already been seen, for exam-

ple in Sweden, and was predictable. In

a market where new tax-efficient sav-

ings products are being launched, the

banks will have a large share of the

market at an early stage because of the

strength of their customer relation-

ships and their established position as

savings institutions. 

Storebrand has invested in

new measures

There are significant cost differences

between the various service and sales

channels for savings products. Private

Norwegian customers are increasingly

willing to use low-cost services based on

new technology. Also in 1997, Store-

brand became the first company in

Norway to provide facilities for its cus-

tomers to buy AMS (tax sheltered
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function has proved to be fruitful. The

development of customer centres will

continue in 1998, and they will in due

course take on an important sales func-

tion in addition to the service function

they currently perform.

Storebrand also started to build a

new and specialised “franchise” sales

channel in 1997. Through the “fran-

chise” route, Storebrand will increase

its sales and advisory capacity for life

assurance and savings products without

any increase in fixed costs. The

detailed guidance within which fran-

chisees must operate ensures standards

of quality. A high level of activity in the

franchise channel will bring new cus-

tomers to Storebrand. 

The establishment of 10 local advice

offices is another important part of the

strategy to increase advisory capacity.

The local advice offices are in the form

of modern bank branches. It is not

possible to take out or deposit cash at

an advice office: that is done more easi-

ly and cheaply by using new technolo-

gy. In these offices, customers can

receive advice on a wide range of prod-

ucts and services including traditional

banking products, life assurance and

mutual fund. 

Advice is given either in the branch

or at the customer’s home and on the

customer’s own terms, with an empha-

sis on product-neutral advice. The

product range offered includes a ser-

vice guarantee and training in the use

of automated services. 

The advice offices operate in tan-

dem with direct banking. Where the

situation requires personal contact and

advice the local adviser is involved, but

routine business and transactions are

performed by the customers them-

selves using automated services such as

telephone giro payments, Internet

banking etc., or through one of the

bank’s customer centres. This gives a

unique combination of 24 hour avail-

ability as well as personal advice at a

competitive price and on competitive

terms. Customers who want traditional

branch services and use manual ser-

vices extensively are advised not to

choose this form of service.

Traditional banking will be a signifi-

cant channel for distributing savings

products in 1998. Following the rejec-

tion of the Christiania deal,

Storebrand does not have access to

that type of distribution. As the market

matures, customers will seek a wider

choice of more complex products and

services and that may increase the

competitive advantage of other chan-

nels for product distribution.

Storebrand will, therefore, continue to

pursue a strategy of expanding sales

and advisory services within personal

financial services in 1998.
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Over the course of the next few years,

personal, group and state pensions

schemes in Norway will change radi-

cally. In 1997, Storebrand introduced

freedom of choice as to how personal

pension savings are invested and

what kind of insurance cover an indi-

vidual is able to purchase. Norwegian

local authorities are now able to

choose between a number of suppliers

of pension schemes. Regulations gov-

erning group pension schemes and the

form of the public supplementary

benefit pension system are being

debated. Storebrand is taking an

active role in shaping the new struc-

ture for pensions in Norway by devel-

oping new products and services

which will give the business sector

and private individuals improved

pension arrangements. More customer

choice means ever tougher demands

on companies’ ability and determina-

tion to provide a full range of prod-

ucts. Storebrand is committing con-

siderable resources to becoming

Norway’s leading supplier of pensions

to private individuals, the corporate

sector and local authorities by com-

bining new products and advisory

services with good returns, low costs

and a high level of riskbearning 

ability. 

The new rules for

personal pensions

Arrangements for personal pensions

assume an increasing importance as a

greater proportion of the population

reaches middle age before the post-

pension population peaks in 30 years’

time. This effect, together with higher

incomes, will increase private savings.

The new arrangements for personal

pension policies (Individuelle Pensjons

Avtaler or IPA) point to increasingly

flexible savings schemes in the future.

The IPA scheme replaces the old EPES

system (independent pension policies

within the tax regime) under which it

was not possible to select either the

investment mix or the risk cover. The

IPA scheme means that tax allowable

pension savings of up to NOK 40,000 a

year can be placed in pure savings

schemes with a choice of investment

type. This product can then be sold by

banks, mutual funds and insurance

companies. Additional cover, for exam-

ple pension payments for children and

other dependants, as well as continu-

ing payment of premiums during sick-

ness or disability, may be purchased

separately. However, customers can

also buy themselves a so-called IPA

insurance policy with a guaranteed life-

time pension and the right to choose

the type of investment. This gives the

customer a freedom of choice which

has not previously been available in

Norway. 

This new system gives individuals

better opportunities to cover their par-

ticular needs as they reach pension

age, whether it is the opportunity to

retire from their employment before

they reach 67 years of age, or the

desire to take greater risks in the hope

of increasing the returns on their pen-

sion investment. At the same time,

competition in the market is increas-

ing and towards the end of 1997 a

number of financial institutions

offered their customers various kinds

of IPA products.

Storebrand is committed to

high standards of advice and a

wide range of pension

services

Storebrand has been an active propo-

nent of a more flexible regulatory

framework for personal pensions, and

is able to offer its customers all kinds

of savings and related insurance pro-

tection. Unlike many of its competi-

tors, Storebrand has not concentrated

solely on promoting tax advantages as

the reason for taking out a personal

pension. In its campaign “Også 68-ere

blir 67” (even those born in 1968 will

one day be 67), Storebrand empha-

sised that it is not always advantageous

to postpone the payment of tax. This is

because IPA savings are subject to dou-

ble taxation. The current tax allowance

is 28 per cent, but income from pen-

sions in retirement is taxed as ordinary

income. It would be advantageous for

those who wish to have a relatively high

pension income and who have only a

few years before reaching pensionable

age to save in non-IPA schemes.

Pension saving should be determined

by the level of retirement income

needed and the desire to choose the

date at which to retire, and not by a

possibly expensive attempt to make a

short-term tax saving. Storebrand

therefore offers its own selection of

non tax-allowable pensions savings

products. These are a better alternative

for many, and the saver is free to

decide when money should be made

available. An ABC of Personal Pensions

addressing these questions has been

prepared for Storebrand’s customers.

What about group pension

schemes?

More flexible regulations for personal

pensions have created a serious imbal-

ance between personal pensions and

the rigid framework of rules for group

pensions. The form which group pen-

sion schemes take is regulated down to

the smallest detail so that every scheme

is based on final salary (defined bene-

fit schemes) and no access to invest-

ment choice is available. This makes

Norway one of the few countries where

the tax regulations do not accommo-

date the sale of pension schemes

where benefits are dependent on con-

tributions.  

However, there are strong indica-

tions that the regulatory framework for

group pensions in Norway will be

relaxed. A number of companies want

to start new, simpler pension schemes

The new
 pensions m

arket
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for their employees based on annual

contributions and with a greater

degree of investment choice. This has

the support of a number of Norwegian

employers and other organisations.

Starting in 1998, Storebrand will sell

contribution-based schemes with a

high level of built-in flexibility but

without any tax deduction rights. As

market leader in group pensions,

Storebrand will endeavour to provide a

full range of services and schemes for

the corporate market, whether this

takes the form of total or partial man-

agement of pension funds or the provi-

sion of defined benefit schemes or

contribution-based schemes. In order

that companies can make the best pos-

sible choice, it is clearly desirable that

they should be able to operate within a

neutral tax regime which embraces all

types of scheme.

New competitors in the

market for local authority

pensions 

Pensions for employees in Norwegian

local authorities are based on agreed

scales so that the schemes match the

State Pension Fund. Local authority

pensions are, therefore, a distinctive

market which is not dependent on the

market for private sector pensions.

With the exception of a number of

local funds, KLP (Kommunal

Landspensjonkasse, a pension compa-

ny specialising in local authority pen-

sions) is virtually the sole provider of

employee pension schemes to the local

authority sector. Storebrand has won

approval from the authorities as the

only other provider of public sector

pensions. As a result of the introduc-

tion of competition in the market, a

number of local authorities are being

offered improved terms and alternative

methods of providing pension

schemes. In 1997, the first authorities

switched from KLP to Storebrand.

Storebrand expects that intense com-

petition to supply cost-effective, good

pension schemes will lead to more

authorities switching from KLP and

that this will be to the advantage of a

number of Norwegian local authori-

ties. 

A new pension system?

In parallel with the changes in person-

al and group pensions, there is a

debate about whether state earnings-

related pensions should be funded.

Moving to a funded basis would open

up the management of state pension

funds to private sector financial institu-

tions. A funded system could also make

it possible for individuals to manage

part of their own obligatory pension

contributions. In the new Swedish pen-

sion system, two per cent of social secu-

rity contributions may be managed

and invested privately. It is too early to

see what might result from this process

in Norway. It is clear that, in the longer

term, we will see considerable change

in how people save for their retire-

ment. This will put pressure on the

providers of personal and group pen-

sion products and on the managers of

state pension funds. At the same time,

this will require a greater awareness by

companies and individuals as to how

they should prepare for their retire-

ment.
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In marine insurance - marine/hull, liability

and offshore installations insurance -

Norway is a world leader. Long before the

word “globalisation” entered marketing ter-

minology, the world’s shipping and oil com-

panies were free to buy insurance wherever

the most competitive terms and conditions

were available. Over the last 20 years,

Norwegian insurance companies have grad-

ually taken customers and market share

from others and the latest review by the

International Union of Marine Insurance

of its members’ premium income for the

“marine” sectors in 1995 put Norway in

sixth place. If we take out insurance for the

transport industry, where most companies

arrange insurance in their national market

and where the big exporting countries are

naturally ahead of us, Norway goes up to

second place in the list. 

How and why has Norway

achieved such a strong

position?

Norway is one of the world’s leading

seafaring nations and that has meant a

large and stable domestic market in

marine and liability insurance for

Norwegian insurance companies.

Liability insurance is covered by special

mutual companies. In contrast to the

situation for industrial companies, the

laws governing insurance in Norway

since 1930 have given shipping compa-

nies the opportunity to buy insurance

abroad. So that Norwegian shipping

companies can supply competitive

international maritime services, they

have always put pressure on their own

suppliers and Norwegian companies

have had to be very competitive with

foreign companies to keep their share

of the Norwegian marine insurance

market at between 50 per cent and 60

per cent. 

When the Norwegian commercial

fleet registered its vessels overseas at

the beginning of the 1980s, Norwegian

insurance companies took a strategic

decision to offer insurance to foreign

as well as Norwegian ship owners.

Contacts with insurance brokers in

Norway and overseas, together with the

network of loss-adjusters which had

been established to provide local

claims assistance to Norwegian ship-

ping companies, provided a sound

base for international expansion. It did

not take many years for Norwegian

companies to become fully competitive

with London and the USA which had

long dominated the market for inter-

national shipping insurance.

The search for oil on the Norwegian

continental shelf and the subsequent

development of the oil fields created

new markets for Norwegian insurance

companies. Deep seas and rough

weather conditions meant that better

equipment was needed for exploration

in the North Sea than in other parts of

the world. Norwegian shipping compa-

nies and shipyards saw a new market

opening up, and the Norwegian insur-

ance industry also expanded its activi-

ties into this market. 

The higher insurance values associ-

ated with development of the North

Sea required more risk capital, and

Norwegian capital and maritime exper-

tise soon became recognised.

Norwegian companies, with

Storebrand as market leader, now

undertake direct insurance of oil

installations, both offshore and land-

based, throughout the world.

Storebrand’s route to a

leading position in global

marine and energy insurance

Storebrand’s market share of marine

insurance increased rapidly in the

1980s as the result of mergers with

companies in Arendal, Kristiansand,

Haugesund and Ålesund where ship-

ping companies were major customers

for the local companies. This occurred

in parallel with a big expansion of the

international market . In 1980, nearly

all the customers were Norwegian ship-

ping companies. In 1990, 40 per cent

of premiums came from foreign ship-

ping companies and that percentage

has continued to rise. 

Large international shipping compa-

nies split their insurance between the

major international markets in

London, Norway and the USA. The

unique Norwegian shipping world pro-

vides a basis for a level of expertise

which these customers want to access,

and they are therefore keen to have

Storebrand as one of their main con-

tacts. The customer base accordingly

includes many of the world’s largest

shipping companies. This strong 

international profile also ensures that

the big broking firms place Storebrand

high on their list of companies invited

to take part when insurance for 

their customers is placed in the 

market. 

Several of the companies which now

make up the Storebrand Group were

very active in developing underwriting

capacity and expertise in insurance for

the energy sector. The move from

ships to mobile drilling vessels and

then to offshore platforms was a tech-

nical challenge which was taken on

with great enthusiasm. The oil industry

wanted to have a competitive alterna-

tive to the dominance of the London

market. The timing of our entry to that

market was extremely favourable.

Increasing demand for risk capital

pushed up premium levels and premi-

um volumes, and created profitable

business. Between 1975 and 1990

Storebrand’s premium income from

energy insurance grew from NOK 38

million to NOK 525 million. Good

profitability, together with strong sup-

port from reinsurers, meant that the

company was able to increase its

underwriting capacity over time to

USD 150 million. By 1997 both capaci-

ty and premium volume had fallen

somewhat, but after 25 years

Storebrand is one of the world’s lead-

The m
arine and energy industries
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ing companies in offshore energy

insurance.

An extremely 

cyclical market 

Access to risk capital in the global mar-

ket fluctuates with expected profitabili-

ty and there are large fluctuations over

the normal 10 year cycle. Big losses at

the end of the 1980s led to significant

increases in premiums and higher

retentions from 1991. The absence of

major disasters in the energy industry

and fewer claims in the shipping sec-

tor, together with high premiums, have

meant that profitability has been good

since 1992. Over this period oil compa-

nies have switched a lot of premiums

away from the commercial market 

to their own insurance companies

- so-called “captives”. Good profitabili-

ty has attracted new risk capital to the

insurance market, and there is current-

ly considerable over-capacity. This has

led to tough competition and pressure

on margins in marine and energy

insurance.

How can Storebrand maintain

its position in such a competi-

tive situation?

The global market is only able to dif-

ferentiate between good and less good

risks to a limited extent. Storebrand’s

portfolio analysis shows significant dif-

ferences in the incidence of damage

between the various customer groups,

and our staff see that a critical factor

for success in today’s market is the pur-

suit of a ruthless risk selection proce-
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Violence
recognises no colour

age or limit
To fight crime

cost a lot

But it costs
ten times more

if we don’t
do anything

Youth against
Violence and
Storebrand work 
together  to  reduce
violence and cr ime

dure based on individual risk evalua-

tion and price differentiation. This

may lead to loss of business and

reduced premium income on top of

the drop in volume caused by lower

premiums, but the company has com-

pensated for this fall to some extent by

expanding in new markets, such as

Latin America. 

One consequence of today’s tough

international competition is consider-

able market consolidation. At the start

of the new millennium there will be a

small number of big players in this

market. Storebrand has the combina-

tion of expertise, capital strength and

market profile necessary to be one of

the companies able to take advantage

of the upturn which will follow.



Over the past three years land-based

insurance claims have risen sharply.

For the non-life insurance industry as

a whole, total payments on claims

increased by 28 percent between 1995

and 1997 of which 16 percent can be

attributed to 1997 alone. Both the

average size of claim and the number

of claims increased last year, by 7.5

percent and 8 percent respectively. By

comparison, the consumer price index

rose by 2.4 percent in the same period.

Claims against motor and house

insurance policies grew particularly

strongly. 

There are few scientific studies

which have addressed these develop-

ments but, in both cases, a sharp

increase in purchasing power and a

generally buoyant economy are

assumed to have been important

influences on the increase in claims.

Behavioural changes and new atti-

tudes have made themselves felt, in

addition to the effect of more, and

more expensive, cars and houses. It is

important for Storebrand to establish

and analyse the underlying explana-

tions for the trend in claims in order

to be able to contribute to prevention

measures and to price its products in

a fair and profitable way. 

Increased claims

Buoyant economic conditions have his-

torically given rise to increases in insur-

ance claims in Norway - a pattern

which we share with Sweden but not,

for example, with Great Britain. Claims

payments in respect of vehicle damage

increased by 16 percent in 1997, and

the increase over the past two years has

been over 43 percent. More cars on

the road and new driving patterns may

be among the reasons for a steady

increase in traffic accidents. New car

sales took off seriously in 1996 but,

because there were also incentives to

scrap older vehicles, there was a net

drop in total car numbers that year.

However, new car sales and imports of

used cars in 1997 heavily outweighed

the number of vehicles scrapped, with

net growth of 6 percent, or approxi-

mately 100,000 cars in one year. In

December 1997, new car sales were no

less than 30 percent higher than in the

same month the year before. Such a

big increase in the vehicle park means

that there is, of course, a significant

increase in the number of claims, and

official statistics show that the number

of claims increased by about 8 percent

in 1997, and has risen in total by 15

percent since 1995. Other studies, for

example of distances driven, show that

Norwegians are using their cars more

than ever before. This combination

has led to a marked increase in traffic

density, something which can be a

major contributor to more frequent

accidents in densely populated areas -

and in turn to a higher claims frequen-

cy per car. The incidence of claims in

Storebrand’s portfolio has risen by 10

percent since 1995. The extreme win-

ter conditions in many parts of the

country in 1996/7 should also be taken

into account, in particular in northern

Norway, where snow lay through to

midsummer and had an effect on acci-

dent statistics.

The increase in car numbers and in

distances driven cannot, however, be

the sole explanation for the trend in

claims. Many people have noticed

more aggressive driving on Norwegian

roads. In times of high unemployment

and tough economic conditions, most

people make every effort to avoid

unexpected expenditure. More people

look after what they own more careful-

ly, and take more care when driving.

As unemployment falls, optimism rules

and most people have more money in

their hands, so the risk of paying an

insurance retention of NOK 2-3,000 no

longer seems so significant. The

aggression level in traffic increases and

the result can be seen in the insurance

companies’ statistics. Increased use of

mobile phones may also be a contribu-

tory factor to the increase in accidents,

even if a correlation has not yet been

proved. 

An increase in the capacity utilisa-

tion in car workshops has contributed

to higher repair costs, and an increase

of 8 percent in the average claim

amount paid last year serves to confirm

this. The pressure is expected to

increase further in 1998 when the

obligatory European Economic Area

test comes into force. The rise in the

average level of claims may also be

explained by the fact more circum-

stances are now covered by insurance,

so the insured receives more with every

claim. It is worth mentioning that the

individual customer now loses less “no

claims discount” after a claim than was

the case previously, and that many

comprehensive policy customers have

managed to reduced the insurance

retention on their policy to zero.

Product changes have also contributed

to some extent to the number of regis-

tered claims, for example by compre-

hensive policy customers who now

want a free hire car even when damage

to their own vehicle is only slight. 

A rise in fire and water

damage

The increase in house insurance

claims can also be explained to some

extent by the strong growth in the

Norwegian economy. This is not a new

phenomenon in insurance. The trend

in house insurance claims follows both

the number of Norwegians in the

labour force and growth in private

expenditure on durable goods. An

exception to this is a fall in the num-

ber of thefts, indicating that preven-

tion is working. However, claims for

fire and water damage have grown

over the last three years. Between 1995

and 1997, official statistics show a 38

percent increase in the number of

H
igher claim

s
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fires, and the number of water damage

claims increased by 36 percent. In

1997 alone the number of fires rose by

30 percent, although water damage

claims fell by 9 percent relative to the

very cold conditions of 1996. An

increase in socialising and more fre-

quent absence from the home as a

result of increased leisure activities and

more holidays all contribute to the

increase in claims for serious fire and

water damage. A long, hot summer

with dry weather in 1997 also meant

that fire statistics were worse, while the

cold winter with heavy frost partly

explains the increase in water damage.

It seems as though the weather has

been more extreme in recent years,

both good and bad weather.

Storebrand has taken up the issue of

whether there are links between possi-

ble climate changes and the incidence

of insurance claims and is one of 80

international insurance companies

which are taking part in the UN’s envi-

ronment programme. 

There was a 28 percent increase in

fire insurance claims for the industry

as a whole over the period 1995-97, of

which the increase from 1996 to 1997

accounted for 14 percent.. Every home

now contains a lot of electrical equip-

ment, more than one television and

expensive furniture, all of which con-

tributes to increased fire risk and to

higher claims for damage. In some cas-

es improvements in insurance policies,

such as changes in the way Storebrand

settles claims involving age allowances

for damage to plumbing, and the so-

called “full value guarantee” which

means that claims are no longer

reduced as a result of wear and tear on

buildings, have led to higher pay-outs.

In addition, the claims processing

function is experiencing greater aware-

ness by customers and increased

expectation of pay-outs. Storebrand

has invested considerable sums to

ensure that claims settlements are fair

and just. 

The effects on the company’s

accounts

Insurance is sold on the basis of one

year policies. This means that a diver-

gence between actual claims experi-

ence and the expected claims experi-

ence assumed when setting premiums

has a major effect on profit. This was

the case for a number of lines of insur-

ance in 1997, and has made it neces-

sary for companies to introduce mea-

sures to compensate for the actual

claims experience. This is also the case

for Storebrand. The effects such mea-

sures may have in the 1998 accounting

year will depend on the future devel-

opment of claims experience.
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NOK million 1997 1996 1995

Operating profit adjusted for unrealised gains
Unrealised gains 31 December 6,465 5,131 3,201
Unrealised gains 1 January 5,131 3,201 1,241

Change in urealised gains 1,334 1,930 1,960

Booked operating profit
Storebrand Skadeforsikring Group 684 1,043 1,184
Storebrand Livsforsikring Group 4,359 3,434 3,342
Storebrand SPAR AS 12 10 3
Storebrand Bank Group -1 37 20
Storebrand ASA 614 1,131 798
Consolidation adjustments/other companies -859 -1,535 -1,141

Total operating profit after adjustment for unrealised gains 6,143 6,050 6,166

Solvency capital
Equity capital as recorded in the accounts 5,886 4,857 3,806
Statutory additional reserves
Security reserve - non life insurance 1,226 1,321 1,475
Reinsurance reserve - non life insurance 58 47 69
Administration reserve - non life insurance 536 575 557
Natural perils fund - non life insurance 877 729 622
Guarantee reserve - non life insurance 365 395 383

Total 8,948 7,924 6,912

Unrealised gains by constituent sub-groups
Storebrand Skadeforsikring 750 533 321
Storebrand Livsforsikring 5,688 4,576 2,867
Other 27 22 13

Total 6,465 5,131 3,201

Unrealised gains by class of asset
Real estate 90 115 94
Long term investments
Shares and other financial investments 25 11 16
Bonds 1,274 1,020 577
Other long term financial assets 11 4
Other financial assets (short term)
Shares and other financial investments 5,052 3,137 1,671
Bonds 439 589 887
Certificates 2 49 160
Money market deposits -3
Other financial assets -428 209 -204

Total 6,465 5,131 3,201

Tax losses carried forward
Storebrand Nybygg AS 37
Storebrand Leieforvaltning AS 5
Storebrand Bank AS 124
Storebrand Finans AS 665
Storebrand Asset Management AS 3
Storebrand Fondsforsikring AS 3
Storebrand ASA 835

Total* 1,672

*) In addition the group has unutilised tax allowances of NOK 466 million, equivalent to additional losses carried forward of NOK 1,664 million.

Storebrand Group Analytical information



Investment Management
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The management of long term savings
assets is a key area in Storebrand, and
over the years the group has estab-
lished a professional operation for the
management of the life and non-life
company’s investment assets. The
investment management activities have
been successively expanded to include
discretionary asset management for
external clients, as well the manage-
ment of mutual funds for the public.

Storebrand’s aspiration is to be a
competitive, Norwegian based global
investment management group. As
part of this objective Storebrand has
strengthened its expertise in the man-
agement of Norwegian and interna-
tional securities, and in risk manage-
ment and investment control, and has
made significant investments in infor-
mation systems and technology. In
addition fund management was made
a separate business area during 1997,
with the intention of creating a com-
prehensive quality of investment phi-
losophy, risk management and control
across all areas whilst maintaining the
principle of segregation of duty for
investment decisions. 

The investment management busi-
ness area comprises the following
units:

Storebrand Investment
Management AS 
manages Storebrand’s securities port-
folios, including the investment assets
of the life and non-life companies. The
company had funds of NOK 94 billion
under management at the end of 1997.

Storebrand Asset Management AS 
is licensed under the Securities
Trading Act to carry out discretionary
asset and investment management
advisory services. The company
received its licence at the beginning of
last year, and during the year attracted
funds under management of NOK 2
billion.

Storebrand SPAR AS
manages 19 Norwegian equity and
fixed income funds with a combined
asset value of NOK 6 billion. In addi-
tion 6 international equity and fixed
income funds are managed by
Storebrand Luxembourg S.A., a sub-
sidiary with total assets under manage-
ment of NOK 3 billion. These invest-
ment products are principally distrib-
uted through Storebrand Bank and
the other sales channels of the
Storebrand group.

Life - Large customers,
a business area of Storebrand
Livsforsikring, is also a part of the
investment management business area.
This ensures a co-ordination of
Storebrand’s activities in insurance
and investment management for the
largest corporate and institutional cus-
tomers.

Investment philosophy

Storebrand’s group-wide investment
philosophy is to achieve its yield targets
through active portfolio management,
where analysis, a systematic approach
and investment discipline play the cen-
tral roles.

In the management of equity portfo-
lios, Storebrand principally applies a
relative management philosophy
which is based on both quantitative
and qualitative fundamental analysis.
Approximately 70% of the portfolios
managed in this way deviate to only a
small extent from the benchmark
index, but the balance are subject to
active management based on a value
orientated stock selection process.
Certain specific equity portfolios, both
in the life and non-life companies, are
managed on the basis of a 100% value
orientated philosophy. In these portfo-
lios investments are only made where
the fund manager’s analysis estimates
that returns will exceed a specified tar-
get return. By comparison to a portfo-
lio designed to outperform a bench
mark index, this produces a signifi-
cantly more concentrated portfolio in

which particular stocks can account for
a larger share of the total.

Fixed income management is based
on a number of constituent processes
such as the definition of macro-eco-
nomic and market scenarios, micro-
economic analysis, and strategic choic-
es such as international allocation,
interest rate sensitivity, yield curve
exposure and sector allocation.

Risk management and control 

In order to ensure consistent quality
across all the fund management com-
panies in the Group, and to ensure
that each portfolio is managed in
accordance with the agreed investment
philosophy and methodology, a system
has been established to provide group-
wide fora for market and company
commentary and analysis. In addition a
unified control and reporting struc-
ture has been established with daily
reporting of risk exposure and perfor-
mance on a value adjusted basis. An
important objective for such a manage-
ment and control system has been to
reduce the operation’s dependence on
any one particular individual by, for
example, establishing clear job descrip-
tions and signqation of duties.

Asset allocation

On the basis of the desired risk profile
specified by the client (for example

Anl.obl.
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the life company), a benchmark port-
folio is defined which determines the
long term allocation between equities,
interest bearing investments and other
assets. In the short term the portfolio
manager is able to deviate from the
benchmark portfolio within specified
margins, applying a view of the market
to take tactical over-weight or under-
weight positions in particular asset
classes from time to time

The exposure to equity markets
increased markedly for both the life
and non-life companies during 1997,
partly due to increase in value in the
existing equity portfolios, and partly as
a result of a transfer of funds out of
money market placements. The
increase provides the basis for an
increase in value over long term.

Financial markets in 1997

The market trends of falling interest
rates and rising stock markets contin-
ued in 1997. On the Oslo Stock
Exchange the All Share Index rose by
31.5%. The world index closed the
year 20.9% up on a currency hedged
basis.. There were however large varia-
tions in the performance of different
markets around the world, ranging
from a 19.7% fall in Asia to increases
of 29.8% in North America and 34.7%
in Europe.

1997 was also a good year for bond
markets. The EMU process generated
further pressure for convergence of
interest rates in Europe. In the latter
part of the year markets were affected
by the crisis in Asia, which is expected
to reduce growth globally.

The representative market return
for the Norwegian bond market in
1997 was 7.27%. The typical market
return for the government certificate
market for the year as a whole was
4.04%.

The JP Morgan traded world bond
index gained 8.33% on a currency
hedged basis. The variation from mar-
ket to market was also significant here,
ranging from 11.2% in Great Britain to
6.5% in Germany.

The Life company’s yield in

1997 

The total value-adjusted return for the
life company was 10.5% in 1997. This
represented a yield for the company
0.3 percentage points better than that
of the overall benchmark portfolio.
This is principally due to a number of
equity and money market portfolios
outperforming their benchmark
indices.

Equities
The life company’s exposure to equity
markets increased from 16.5% to
25.6% of total investment assets during
the course of the year, and the propor-
tion invested in international markets
increased during the year to approxi-
mately 51%.

The index relative sub-portfolios for
Norway, the Nordic countries, Europe,
USA and Asia (life companies internal
investment funds) had a combined
return of 26.5% in 1997 in line with
the composite benchmark index. The
Norwegian equity portfolio showed a
return of 29.4%, which was 2.1 per-
centage points lower than the Oslo All
Share Index. However the OBX index
(the 25 most traded shares) showed a
27.0% return. Amongst the interna-
tional portfolios Asia performed best
relative to its benchmark index, with a
return 14.8 percentage points better
than the index. The return from this
region was nonetheless negative in
1997. Nordic countries excluding
Norway produced a return 7.8 percent-
age points below index returns. 
The sub-portfolios managed entirely
on a value orientated philosophy
achieved a 41.2 % yield on an annual
equivalent basis.

Bonds classified as short-term assets
(bond fund)
The Norwegian bond portfolio pro-
duced a somewhat weaker return than
the market as a whole in 1997, with a
return of 7.03% as against 7.27% for
the market. The return on the interna-
tional portfolio was broadly in line with

the market, showing a return of 8.30%
as against 8.33% for the market as a
whole. The international component
was stable at 45% throughout the year. 

In total the duration of the portfolio
lengthened from 4.1 to 5.1 during the
year.

Bonds classified to be held-to-maturity
The proportion of total investment
assets invested in bonds to be held-to-
maturity was unchanged from the end
of last year. The book return on these
bonds in 1997 was 7.29%.

Money market 
The money market fund saw a return
of 4.06% as against an index return of
4.04%. The portion of the life compa-
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ny’s funds placed in the money market
fell to NOK 5.6 billion from NOK 8.9
billion at the start of the year as a con-
sequence of the increased allocation to
equity markets. Norwegian money mar-
ket instruments other than those
issued by the government account for
approximately 90% of funds placed in
the money market.

Non.life company´s yield in

1997

Total value adjusted return for the
non-life company was 7.1% in 1997. All
equity portfolios outperformed their
benchmark indices, and their aggre-
gate yield amounted to 29.0%. The
bond portfolio produced a return of
7.47%, not quite reaching the bench-
mark index return of 7.76%.

During the year the proportionate
exposure to shares increased by 9.5%,
and the exposure to international
equity markets increased through the
establishment of index relative portfo-
lios for investment in North American,
European and Asian stock markets.

Investment funds and fund

management for external

clients

Storebrand is a market leader in the
management of traditional life and
pensions savings capital, and is a signif-
icant player in the market for mutual
fund products. The mutual fund mar-
ket is growing rapidly. Total funds
under management of Storebrand
Spar AS and Storebrand Luxembourg
increased by 54%, due in part to an
active programme of product develop-
ment. In Norway, Storebrand has a
6.2% share of the total mutual fund
market. Five new investment funds
were launched during 1997, support-
ing Storebrand’s ability to offer a
choice of investment fund saving alter-
natives to cater for the entire range of
risk/reward scenarios. The best per-
forming fund in 1997 was Storebrand
SMB with a return of 35.7%.

1997 also saw a concentration of
effort on positioning Storebrand as a
dominant player in the market for dis-
cretionary management of long term
investment capital, with the target cus-
tomer group including institutional
organisations, pension funds, trusts,
private companies, utilites and high
net worth individuals. A total of ten
new discretionary management assign-
ments were taken on during the year,
representing funds under manage-
ment of NOK 1.2 billion.

NOK Storebrand Discretionary Investment
million companies management funds

Equities 27,328 584 4,656
Bonds 54,388 1,305 1,122
Combined 
funds 1,075
Money 
market 12,326 360 1,990

Total 94,042 2,249 8,843

Market conditions

Life insurance and bank deposits have
historically accounted for a significant
proportion of households’ financial
assets.

Changes in the volume and compo-
sition of these financial assets result
from value growth (yield) and new sav-
ing.

The pattern of saving is undergoing
a change, and in Norway, as in other
western countries, the proportion of
household financial assets held in vari-
ous types of securities based savings,
and particularly in equities, has
increased over recent years. The share
of household savings held as units in
mutual funds and in other securities
increased from 11% in 1992 to 17.4%
of total financial assets by June 1997. If
the proportion of funds managed by
life companies and pension funds
which is invested in equities is includ-
ed, the picture of increased household
exposure to equity markets is further
reinforced.

In a recent submission to the
Ministry of Finance, the Banking,

Insurance and Securities Commission
produced an analysis which indicates
that life companies with the best solidi-
ty are capable of increasing their expo-
sure to equities from the current 20%
of insurance reserves to 50%.
Storebrand, which is clearly one of the
best capitalised of Norwegian life com-
panies, would welcome such a change,
which would benefit our customers by
permitting a higher expected future
return and correspondingly lower pen-
sion costs over time. This would make
solidity an even more important com-
petitive factor and increases the oppor-
tunities for Norwegian-based manage-
ment of pension capital to compete
with international suppliers.

The public sector is also showing a
trend for long term public saving to
move towards investment in equity
instruments. The decision to invest up
to 50% of the Norwegian Government
Petroleum Fund in equities from 1998
onwards is the most obvious example
of this trend. 

Storebrand expects to see a continu-
ing increase in the proportion of both
private and public sector savings capi-
tal invested in equities, together with
increasing globalisation of Norwegian
investment management. This places
increased demands on breadth and
innovation in the range of products
available, and sharpens focus on cost
efficiency and economies of scale.
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Asset allocation and yields 1997 and 1996 
Market value Yield Asset allocation
Investment assets by type 1997 1997 1996
of investments SBL Index % NOK mill. %

Shares 26.8% 25.4% 24.9%* 23,369 16.5%
Bonds 7.6% 7.8% 35.0% 32,873 35.3%
Money market placements 4.1% 4.0% 6.0% 5,608 10.4%

Total 12.6% 12.3% 65.9% 61,850 62.2%

Bonds held to maturity 7.3% 7.3% 16.0% 15,030 16.0%
Other securities 25.3% 25.3% 1.2% 1,087 1.6%

Total all securities portfolios 11.7% 11.3% 83.1% 77,967 79.8%

Real estate 6.4% 6.4% 8.3% 7,789 8.4%
Loans 5.3% 5.3% 8.6% 8,070 11.8%

Total investment assets 10.6% 10.3% 100% 93,826 100%

* Including share investments in the portfolio “ other securities” is the share total 25.6%

Life insurance
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MAIN FEATURES 

• The highest booked return on capi-
tal of any Norwegian Life company

• Increased premium income
• Satisfactory business development in

all market segments, with strongest
growth in the private market

• Further improvements in cost ratio
and risk result

• High risk bearing capacity provides
the basis to expect competitive
future returns

• Shareholders’ profit of NOK 562
million

Returns

Storebrand Livsforsikring achieved a
booked return on investments of
9.96% in 1997, which is the highest of
any Norwegian  life insurance compa-
ny. The return after adjusting for the
movement in unrealised gains was
10.45% (10.55% including unrealised
gains on assets held as long term
investments).

The satisfactory return achieved can
be attributed to three factors.

Firstly, capital markets performed
well in 1997. The All Share Index of
the Oslo Stock Exchange rose by
31.5%, and the world index closed the
year 20.9% up on a year ago, despite
the unsettled conditions in Asia. 1997
was also a good year for interest rate
markets. The representative market
yield for the Norwegian bond market
was 7.27%, whilst the JP Morgan world
bond index gained 8.33% on a curren-
cy adjusted basis

Secondly, the value-adjusted return
of the investment funds in aggregate
was 0.33 percentage points better than
the representative indices. This is prin-
cipally due to the portfolio as a whole
outperforming the relevant reference
indices.  

Thirdly, there was an increase in
exposure to equity markets from 16.5%
to 25.6% during the course of the year.
Of this increase 58% results from
growth in market value, and 42% repre-
sents an increased allocation to shares
made early in the year. At the same time
the proportions of the portfolio allocat-

ed to the money market and to lending
were reduced significantly.

The loan portfolio was reduced by
NOK 2.2 billion in 1997. Loans trans-
ferred to Storebrand Bank account for
NOK 1.1 billion of this reduction. New
lending in 1997 was carried out by
Storebrand Bank. Some 94% of the
present private market loan portfolio is
secured by mortgages over real estate.
The current level of lending is equiva-
lent on average to 45% of original loan
valuations, so that the risk of loss on
the portfolio is low.

The total return of the property
fund was 6.4%. Rentals in the Oslo
region office market increased in 1997.
In other central locations the rental
market strengthened a little, but the
market in less central locations was lit-
tle changed. Total utilisation of capaci-
ty available for renting is at 97.8%. A
large part of the Vika-portfolio was in
the process of refurbishment during
1997, and was accordingly not available
for letting. 

Premium income

Total premium income, including
transferred reserves, increased by 22.7
% in 1997 to NOK 7,287 million. 

In the case of collective pension
insurance, premium income was 7.6%
higher than in the previous year.
Group life premium income was 3.7%
higher than in 1996. In the private mar-
ket premium income from annuity/
pension insurance increased by 58%. 

According to statistics from the

Association of Norwegian Insurance
Companies, Storebrand’s market share
of premiums written including trans-
fers of premium reserves increased
from 27% in 1996 to 29% in 1997. In
collective lines the increase in market
share in 1997 was from 25% to 26% in
1997, and in individual lines the share
of premiums written increased from
33% to 36%. (The statistics exclude
Norske Liv).  At the same time the
share of indexed new sales in the pri-
vate market increased from approxi-
mately 34% in 1995 to 39% in 1996
and to 42% in 1997. 

Business development 

In the large customer market,
Storebrand consolidated its position
during 1997 by combining a concen-
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its efforts on sales of existing products,
principally “Life account” and “Life
annuity”.
Costs and risk result

The operating costs of Storebrand
Livsforsikring AS amounted to NOK
701 million as against NOK 685 million
in 1996. Operating costs include both
the insurance related costs of sales and
customer administration and the
administration expenses associated
with investment in financial assets.

The cost ratio, expressed as a per-
centage of average customer funds, fell
further to 0.86% as against 0.90% for
the previous year. Storebrand has fur-
ther improved its competitive advan-
tage in cost terms. 

The administration result for the
year was a deficit of NOK 30 million,
an improvement of NOK 9 million
over 1996. For collective pension poli-
cies the company achieved a positive
administration result of NOK 1 million
in 1997, and in individual
annuity/pension insurance the admin-
istration result was in balance.  In indi-
vidual endowment insurance the
administration result was a deficit of
NOK 30 million.

The aggregate risk result increased
to NOK 388 million in 1997, as against
NOK 296 million in 1996.  The risk
result in collective pensions and indi-
vidual annuity/pension insurance cor-
responds to approximately 0.5% of the
average customer fund. The risk result
is transferred to customers through
profit allocation in addition to the
yield.  

Solidity and future returns

Over recent years Storebrand has built
up its risk bearing capacity in order to
have flexibility in determining the
composition of its investment assets.
Storebrand uses, among other mea-
sures, the so called stress test in its risk
management. The available risk capital
must be capable at all times of absorb-
ing a sudden and major fall in values
in both equity and bond markets
simultaneously.  

The company’s risk capital consists
of the total of unrealised gains on the
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tration of effort on the market for tra-
ditional insurance pension schemes
with an aggressive strategy for provid-
ing pension funds with asset manage-
ment, pensions administration, and
actuarial services. The company is find-
ing great interest in its concept of
“turn-key” pension funds whereby
Storebrand supplies a full range of ser-
vices to pension funds, including the
provision of a day-to-day manager,
administration and the investment of
the fund’s assets.

Storebrand’s determined concentra-
tion on the public sector is now begin-
ning to show results, and the local
authorities of Harstad and Karasjok
transferred their pension insurance to
Storebrand at year end. The
Employers’ Federation for private com-
panies in the public sector, APO, has
selected Storebrand to administer its
standardised pension arrangements.
APO has 500 corporate members hav-
ing over 18,000 employees. APO mem-
ber companies are expressing strong
interest in transferring to the
Storebrand scheme.

1997 was a very good year for the
medium and smaller companies corpo-
rate market . Storebrand received an
order based net transfer of collective
pension schemes from companies in

this market. This is a result of a
marked improvement in the effective-
ness of the sales and service apparatus.
Attention has been concentrated on
maintaining the customer base
through a focus on service and advice,
combined with competitive products
and pricing.

Constructive efforts have also been
made to utilise the synergies which
exist with both the non-life corporate
unit and the securities management
unit. We expect these efforts to yield
significant benefits in the future.

Large parts of the smaller customer
market are now managed as separate
profit centres, with a direct responsibil-
ity for customer service and administra-
tion. The ‘Kombipensjon’ pension
product has been specially designed
for this market segment, and its pack-
aged structure makes it easier to
understand for both customers and
the sales force. This has created sales
opportunities through a variety of dif-
ferent sales channels. 

Sales in the private market devel-
oped favourably throughout the year.
The market has been characterised by
the launch of a number of entirely new
products for personal insurance and
savings. In the Spring of 1997
Storebrand launched a health insur-
ance product for surgical procedures
as an entirely new insurance product
in the Norwegian market. Once the
company had received authorisation to
offer life insurance polices with choice
of investment, it launched Storebrand
Link. This product can be seen as an
investment linked savings product with
the wealth tax advantages of a life
annuity product. The new regulations
for personal pension policies
(Individuelle Pensjons Avtaler or IPA)
were decided in November. This type
of product replaces the earlier EPES (
independent pension policies within
the tax regime) and will allow the cus-
tomer to save through life insurance
companies, equity funds or banks.
Storebrand launched its new product
under the name Storebrand Pension.
In addition to new product launches
during 1997, Storebrand concentrated
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securities portfolios, additional statuto-
ry reserves and primary capital in
excess of the minimum requirement
imposed by the authorities or such
higher requirement as the company
may itself impose.

That part of the securities portfolio
which is classified as current assets is
valued to the lowest of cost and mar-
ket. Total unrealised gains increased
by NOK 1,112 million in 1997. The
total unrealised gain  of NOK 5,688
million is made up of gains of NOK
4,388 million in share holdings and of
NOK 1,300 million in interest-bearing
securities. 

Additional statutory reserves form a
part of customers’ funds, but alloca-
tions to these reserves are conditional.
The additional statutory reserves func-
tion as  risk capital to absorb the risk of
price changes in the investment portfo-
lio. This makes it possible to undertake
an allocation of investment assets
which is more advantageous for cus-
tomers. Storebrand allocated NOK
1,000 million to additional statutory
reserves in 1997. This brought the total
additional statutory reserves up to
NOK 6,306 million, which is equivalent
to 9.0% of the premium reserve. The
maximum permitted reserve at 31
December 1997 would have been NOK
8,812 million. 

In addition to maintaining a sound
risk capital in accordance with the
stress test, the capital ratio is also an
important measure of solidity. The life
group’s capital ratio was 10.51% at 31
December 1997, whilst the regulatory
requirement was 8%. At 31 December
1997 the company had booked subor-
dinated loan capital of NOK 1,401 mil-
lion. With a view to further strengthen-
ing the capital ratio and thereby
increasing investment flexibility the
life company took up a new perpetual
subordinated loan of USD 200 million
in February 1998.

Storebrand Livforsikring’s share
portfolio at 31 December 1997 was
close to the maximum limit currently
applicable. The Ministry of Finance is
considering whether to abolish the lim-
itations on the proportion of life com-

panies’ investments which may be held
in shares.  In the debate on what pro-
portion an individual company should
be able to hold in shares, it has been
suggested that the Banking, Insurance
and Securities Commission should
apply a stress test along the same lines
as Storebrand currently employs.  The
proposal is for a stress test whereby risk
capital would be required to absorb
the effect of a loss in investment value
equivalent to a 30% fall in share prices
and a 2% increase in interest rates. 

Storebrand Livsforsikring would wel-
come such a change, which would ben-
efit customers by creating the opportu-
nity for higher future rates of return
over time, and would consequently
reduce the cost of providing for a pen-
sion. Solidity would become an impor-
tant factor in competitiveness.
Storebrand is very definitely one of the
best capitalised life companies in
Norway.

Even though the company has a
sound risk bearing capacity, low inter-
est rates and developments in the capi-
tal markets represent major challenges
to the task of achieving a good rate of
return for customers. 

The combination of professional
asset management, a high level of risk
capacity and low operating costs all
create the basis for Storebrand’s cus-
tomers to expect a good net rate of
return.

Return to shareholders

Storebrand Livsforsikring AS applied
the same model to allocating its sur-
plus in 1997 as has been used in earlier
years.  

In the addition to the financial
income of NOK 218 million generated
by the company’s capital etc., an
amount of NOK 339 million, (equiva-
lent to 0.4 percentage points)  is
retained by the company from the
profit generated by customers’ funds
(the policyholders’ fund). The total
profit from ordinary activities (profit
attributable to shareholders) in 1997
amounted to NOK 557 million. 

The profit attributable to sharehold-
ers carries the cost of refinancing a

subordinated loan. The company origi-
nally had a subordinated loan of NOK
561 million at a fixed rate of 11.15%
repayable in 2002. An amount equiva-
lent to 85.5% of this loan was refi-
nanced in 1997 at the current market
interest rate. The cost of the early
redemption was NOK 95 million, rep-
resenting the current discounted value
of the reduction in interest cost over
the remaining term. 

The average yield, calculated in
accordance with the Banking,
Insurance and Securities Commission
rules, was 9.50%.

The profit for the year of the life
insurance group was NOK 562 million.

Future prospects 

In the market for large corporate cus-
tomers the company’s concept of a
product-neutral approach to selling
group insurance schemes and turn-key
solutions for the pensions fund market
will play a central role in the future. In
addition the company is well posi-
tioned to take on a significant part of
the movement in public sector pension
schemes which the company now
expects to result from KLP losing its
monopoly position. The company has
invested significant resources in devel-
oping products and specialist expertise
relevant to public sector pension
arrangements, and has ambitious plans
for expansion in this sector.

The Banking, Insurance and
Securities Commission has informed
Storebrand Livsforsikring that in its
interpretation of the current rules for
life companies, the company’s product
known as Collective Pension Insurance
with Flexible Investment Profile
(FLEX) is not a product which the
company should be allowed to contin-
ue to sell. To date 22 large corporate
customers have bought FLEX. If the
authorities’ interpretation of the rules
prevails, Storebrand will offer these
companies alternative products. In
Storebrand’s opinion FLEX is a legally
correct collective pension product, and
has been since 1990. Storebrand does
not believe that any changes required
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will have consequences of any signifi-
cance for the Storebrand Group.

In the corporate market for smaller
and medium sized companies, the
company is working to further develop
the positive trend which it is currently
experiencing. A continued emphasis
on product and service quality, com-
bined with intensive improvements in
expertise and advice, will serve to
secure this position. The potential for
new business lies principally with the
smaller company segment, since the
majority of small Norwegian compa-
nies do not currently provide group
pension schemes for their employees.

In the retail private customer market
Storebrand intends to offer its cus-
tomers a complete range of products
and to provide a professional level of
product-neutral advice based on the
customer’s individual requirements.
The increased range of products
places a high priority on product edu-
cation and advice. Attention will be
focused on achieving continuing
increases in sales effectiveness and on
expanding distribution capacity, as well
as on improving customer service. 

ACCOUNTS FOR THE YEAR

Premium income

Storebrand Livsforsikring  recorded
total premium income, including
transferred reserves, of NOK 7,287 mil-

lion in 1997, an increase of  22.7 %
from the previous year.

Net investment income

Booked income from financial assets,
(excluding administration costs),
amounted to a net NOK 8,252 million,
an increase of 21.7% from the previous
year. Realised capital gains on securi-
ties amounted to a NOK 3,409 million.

Claims

During 1997 claims totalling NOK
4,381 million were paid out, compared
with NOK 4,032 million in the previ-
ous year. Insurance benefits paid
included pensions totalling NOK 2,277
million, death and disability benefits of
NOK 978 million and maturing policy
amounts of NOK 320 million. Policies
cancelled and the related withdrawals
from the life funds totalled NOK 802
million (NOK 531 million in 1996).

The 1997 accounts include a charge
of NOK 1,554 million for outward
transfers of premium reserves etc. in
respect of policies transferred out of
the company, either to another insurer
or to an in-house pension fund. 

Total claims, including changes in
claims reserves, amounted to NOK
5,954 million in 1997. The equivalent
figure for 1996 was NOK 6,033 million.

Allocations to the

insurance fund

Statutory allocations to the premium
reserve amounted to NOK 4,256 mil-
lion as against NOK 2,314 million in
the previous year. The premium
reserve stood at NOK 69,743 million at
31 December 1997. 

Transfers to the policyholders’ pre-
mium- and pension regulation fund in
1997 amounted to NOK 1,658 million.
After crediting interest and other pay-
ments and withdrawals, the premium
and pension adjustment fund totalled
NOK 8,831 million at the end of the
year. Policyholders benefited from a
transfer of NOK 1,139 million to the
premium reserve fund in the insur-
ance fund. The total allocation to poli-
cyholders totals NOK 3,797 million. 

Of this amount NOK 1,000 million is

a conditional allocation to the addi-
tional statutory reserves. During the
year additional statutory reserves
reduced by NOK 194 million, repre-
senting the policyholders’ share of the
effect of transfers, surrenders and
insurance settlements, and by NOK 74
million which was transferred to the
premium reserve and premium fund
as the result of a reduction in the cal-
culation base for additional statutory
reserves etc. Following this the compa-
ny’s aggregate additional statutory
reserves account for NOK 6,306 mil-
lion of the insurance fund.

The insurance fund (aggregate
assets attributable to policyholders)
stood at NOK 85,075 million at 31
December 1997, an increase of 8.8%
from NOK 78,171 million at the previ-
ous year end.

The security fund reserve amounted
to NOK 592 million at the end of 1997,
unchanged from the previous year.

Subsidiaries

Aktuar Consult AS, Aktuar Systemer
AS, and Storebrand Pensjonstjenester
AS are an important part of
Storebrand’s commitment to the pen-
sion fund market, and contribute to
Storebrand’s ability to offer a full
range of services to pension funds. The
companies are wholly owned by
Storebrand Livsforsikring AS. The
three companies together reported a
45% increase in turnover to NOK 22
million in 1997. Total profit of the
three companies was NOK 0.7 million.

Storebrand Livsforsikring AS is a
part owner (25%) of Nordben Life
and Pension Insurance Companie Ltd.
of Guernsey. The company provides
specialist products for multinational
companies.

Storebrand Eiendom AS took over
management of Storebrand’s property
portfolio from 1 January 1997. The
company is 100% owned by
Storebrand Livsforsikring AS.

Værdalsbruket recorded a surplus
for the year of NOK 2 million for 1997.
The life company owns 74.9% of the
shares and Storebrand ASA owns
24.9%.0
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operating profit and its source in the
different sectors of the insurance busi-
ness. The gross sectoral profit is made
up of interest result, risk result and
administration result together with any
changes in premium reserve and secu-
rity reserve.

Interest result is the difference
between the booked return and the
guaranteed return on policies. The
average guaranteed return on policies
in 1997 was 3.8%. The guaranteed
return on premium funds has been 3%
since 1 February 1994. The interest
result also provided the greatest contri-
bution to total profit, and amounted to
NOK 4,671 million in 1997 as against
NOK 3,464 million in 1996.

The risk result arises as a conse-
quence of the incidence of mortality
and disability during the period differ-
ing from that assumed for the premi-
um tariffs. The aggregate risk result
was NOK 388 million in 1997, and was
NOK 296 million in 1996. Apart from
group life insurance, the risk result is

positive in all sectors. The administra-
tion result shows the difference
between the costs assumed for the pre-
mium tariffs and the actual costs. This
element of profitability has improved
significantly over recent years, particu-
larly in respect of individual policies
where cost over-run was previously sig-
nificant. The total administration
result for the year was a deficit of NOK
30 million, as compared to a deficit of
NOK 39 million in 1996. For group
pension policies the company achieved
a positive administration result of NOK
1 million in 1997.

During 1997 an allocation was made
to strengthen that part of the premium
reserve which relates to the administra-
tion of group pension schemes (the
administration reserve). The amount
involved was NOK 675 million. The
administration reserve is intended to
cover the costs of policies where premi-
ums are no longer being received,
including policies on which benefits
are now being paid.

Storebrand Kjøpesenter Holding AS,
which is 100% owned by Storebrand
Livsforsikring AS, manages those shop-
ping centre investments which are
organised in single purpose compa-
nies. The shopping centres are shown
in the accounts as investments in real
estate, since there is no material differ-
ence between these corporately owned
properties and the other properties
which the group owns directly. The
company reported a surplus for the
year of NOK 240.9 million. The prop-
erty investment represented by Scanvik
Corporation is treated in the accounts
in the same way as the shopping centre
investments.

Allocation of the result 

for the year

Of the profit for the year of NOK 557
million for Storebrand Livsforsikring
AS, the Board proposes the transfer of
NOK 225 million as a group contribu-
tion and NOK 192 million as dividend
to the group parent company, and pro-
poses to strengthen the life company’s
equity by retaining NOK 140 million
for equity and tax. The life insurance
group’s capital ratio after this was
10.51% at 31 December 1997. The
minimum capital ratio requirement at
the end of 1997 was 8.0%.
The policyholders’ share of the total
operating profit for the year is divided
between conditional additional statuto-
ry allocations of NOK 1,000 million
and the funds amounting to NOK
2,797 million which will be transferred
to the customers’ premium reserve
fund and premium fund. 

The board of Directors of

Storebrand Livsforsikring AS

The members of the Board of
Directors are: Åge Korsvold
(Chairman), Tom Vidar Rygh, Per
Henry Christensen, Hans Henrik
Kloumann, Aase Fagerhaug and Tony
Hægeland. The Managing Director is
Paul Høiness.

Result analysis

The analysis of results by sector of
insurance shows the composition of

Result analysis
Collective Group Individual

Pension Life Endowment Pension Total Total
NOK million Insurance Insurance Insurance Insurance 1997 1996

1. Financial income a) 5,136.4 48.9 685.1 2,083.4 7,953.8 6.619,9
2. Guaranteed yield of which -2,057.7 -3.2 -319.7 -902.5 -3,283.1 -3.156,2

transferred to premium fund -137.0 -27.8 -164.8 -206,7
3. Interest result 3,078.7 45.7 365.4 1,180.9 4,670.7 3.463,7

4. Risk premium b) 259.9 295.6 239.7 20.4 815.6 784.5
5. Risk bonus b) -5.4 -324.4 -124.0 44.0 -409.8 -436.1
6. Net reinsurance etc.a) -6.0 -3.8 -5.8 -2.6 -18.2 -52.1
7. Risk result 248.5 -32.6 109.9 61.8 387.6 296.3

8. Administration premium 316.2 48.5 158.5 148.4 671.6 645.8
9. Operating expenses -314.7 -49.5 -188.5 -148.3 -701.0 -684.5

10. Administration result 1.5 -1.0 -30.0 0.1 -29.4 -38.7

11. Change in premium reserve -675.1 -675.1 -294.0

12. Sectoral result
(3+7+10+11) 2,653.6 12.1 445.3 1,242.8 4,353.8 3,427.3

To equity:
-Return on capital etc. c) -218.1 -242.0
-0,42% of policyholder’s fund d) -338.9 -319.0

13. Profit of the year -557.0 -561.0

14. Policyholders’ share of profit 3,796.8 2,866.3

a) Of the item “Other insurance related costs” NOK 87.1 million is included in line 1 and NOK
4.7 million in line 6 for 1997.

b) Risk premium and risk bonus are partly based on estimates.
c) Includes: Security fund, subordinated loan capital and equity at book value.
d)Includes: Premium reserve, additional statutory reserves, premium/pension adjustment fund

and the claims reserve.
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NOK million Note 1997 1996

Technical account
Premiums for own account 44 7,286.9 5,936.4

Income from financial assets 18 13,890.3 10,030.5

Other insurance related income after reinsurance 9.4 8.0

Claims for own account 44 -5,953.8 -6,032.8

Change in insurance reserves for own account 44 -5,227.3 -4,159.3
- of which additional statutory allocations -1,000.0 -1,800.0

Transfer to insurance fund: premium reserve -1,138.5 -320.8
Transfer to insurance fund: premium/pension adjustment fund -1,658.3 -745.5

Transfers to policyholders 44 -2,796.8 -1,066.3

Sales costs (insurance) -257.8 -260.6
Insurance related administration costs -355.7 -324.3

Insurance related operating costs for own account 19. 21 -613.5 -584.9

Costs arising from financial assets 18. 19 -5,726.0 -3,356.2

Other insurance related costs after reinsurance -91.8 -108.2

Balance on the technical account 777.4 667.2

Non-technical account

Other income 107.0 107.1
Other costs -322.4 -206.6

Profit from ordinary activities 23 562.0 567.7

Taxes 70.9 -1.4

Profit for the year 632.9 566.3

Storebrand Livsforsikring AS

Allocations
Group contribution -225.0 -420.0
Dividend -192.0
Free reserves -140.0 -140.6

Total allocations 24 -557.0 -560.6

Storebrand Livsforsikring Group
Profit and Loss Account 1 January - 31 December 
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Storebrand Livsforsikring Group
Balance sheet at 31 December 

NOK million Note 1997 1996

Assets

Intangible assets 26 7.1

Properties and real estate 37 7,668.8 7,227.4
Receivables due from/securities issued by group companies 37 213.0 251.8
Shares and other financial investments - long term holdings 37 29.2 81.0
Bonds - held to maturity 37 14,643.7 13,750.7
Loans 7,840.4 10,083.1
Shares and other financial investments 37 18,317.4 11,324.0
Bonds and other securities - fixed yield 37 32,324.9 30,247.2
Certificates 37 4,062.8 6,374.0
Money market deposits 37 1,273.3 904.1
Other short term financial assets 37 168.8 65.4

Total financial assets 86,542.3 80,308.7

Receivables 588.4 970.3
Other assets 2,414.2 1,412.9
Deferred tax 72.1
Prepaid expenses and accrued income 1,469.2 1,477.1

Total assets 91,093.3 84,169.0

Equity capital and liabilities

Share capital 1,361.2 1,361.2
Other reserves 116.1 48.0
Free reserves/losses carried forward 1,170.3 1,030.4

Total equity capital 2,647.6 2,439.6

Subordinated loan capital 41 1,401.0 1,326.7

Premium reserve 69,743.3 64,287.4
Additional statutory reserve 6,306.0 5,574.2
Premium/pension adjustment fund 8,831.2 8,133.4
Claims reserve 194.0 175.6

Insurance fund reserves for own account 85,074.5 78,170.6

Allocations to security fund 591.8 591.8

Total insurance related reserves for own account 85,666.3 78,762.4

Reserves for other risks and expenses 204.0 127.4
Debt 1,039.1 1,362.0
Accrued costs and deferred income 135.3 150.9

Total equity and liabilities 91,093.3 84,169.0



MAIN FEATURES

The profitability of non-life insurance

is currently affected by increased

claims payments, reflecting both

increased claims frequency and an

increase in the average claims size.

Payments on car insurance claims, for

example, have increased by 43 percent

over the past two years, whilst fire and

water damage claims increased by 40

percent and 44 percent respectively

over the past three years. These trends

have affected Storebrand

Skadeforsikring’s 1997 results. It

proved necessary to make relatively sig-

nificant changes to premium pricing

and product terms in the second half

of 1997 to improve profitability.

Further product and pricing measures

will be needed in 1998 to improve

profitability, since claims payments are

expected to continue at a high level.

Increased levels of claims payments

represent a challenge to the entire

industry, and Storebrand’s competitors

are expected to introduce similar mea-

sures. 

A combination of deregulation,

technological developments and more

demanding customers serves to

increase competition and put prof-

itability under pressure. Storebrand

runs a continuing programme of activi-

ty aimed at meeting these challenges.

Improvements made to the company’s

key processes in 1997 included the

implementation of a new product dis-

tribution concept and the introduction

of fundamental improvements in the

claims processing function. 

The new product distribution model

is intended to increase sales effective-

ness, improve customers’ access to the

company and reduce cost levels. This

was achieved in 1997 by clarifying job

responsibilities through increased staff

specialisation in the sales function.

The responsibility for actively market-

ing products to existing customers now

lies with a large number of sales and

service centres. Incoming telephone

calls from customers are in the main

directed to the 9 customer centres.

The first phase of the programme

for improvements to the claims pro-

cessing function was started in 1994

and concluded in 1997. This phase

focused on the control of claims pay-

ments. The initial goal was to achieve

annual savings of NOK 140 million.

The actual annual savings achieved

from the measures introduced

amounted to NOK 210 million by the

end of 1997. The most important mea-

sures introduced in claims processing

have been increased use of competitive

pricing by suppliers, increased use of

cash settlements with customers, and

increased resource allocation to pric-

ing policy, fraud detection and recov-

eries from third parties. 

The programme for the develop-

ment of the claims processing function

was an element of the process of key

function improvement programmes

introduced in 1994. These pro-

grammes also address premium tar-

iffs/underwriting and sales and mar-

keting. The goal of annual savings of

between NOK 300 and NOK 500 mil-

lion by the close of 1997 has been

achieved. 

RESULTS

The 1997 technical insurance result

was affected to a significant degree by

increased claims payments, downward

pressure on premiums and one-off

costs related to the conduct and imple-

mentation of key process projects.

Storebrand Skadeforsikring AS and

subsidiaries achieved an operating

result for 1997 of NOK 684 million,

some NOK 359 million less than the

previous year. This reduction reflects

both a fall in financial income of NOK

273 million and a reduction of NOK

132 million in the technical insurance

result. After correcting for the sale of

UNI Storebrand Kredittforsikring AS

in 1996, financial income was NOK

135 million lower than last year.

Financial income amounted to NOK

1,033 million and the technical result

was a deficit of NOK 376 million in

1997.

The company’s target is for a com-

bined ratio of 100 on average over the

course of the economic cycle. The

combined ratio in 1997 was 104.7 per-

centage points, which reflects a period

of buoyant economic activity with high

claims frequency. The claims ratio of

77.8 is 2.9 percentage points higher

than last year. The accounts include a

write back from the run-off of earlier

claim years of NOK 344 million.

Without this run-off gain the claims

ratio would have been 4.8 percentage

points higher. The cost ratio was 26.9

percent, which is 1.6 percentage points

better than last year. After adjusting for

the one-off restructuring costs and IT

costs incurred in 1996 in connection

with Year 2000 preparations, the cost

ratio is 0.1 percentage points better

than last year. 

Premium income

Gross premium income increased by
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2.5 percent to NOK 8.4 billion in 1997.

The total insurance market grew in

nominal terms by 4.7 percent in 1997.

The company’s market share was 38.9

percent at 31 December 1997, repre-

senting a real reduction of 0.8 percent-

age points over the course of 1997.

Claims

The negative trends seen in 1996 in

both frequency of claims and the

amounts paid out continued in 1997.

This was generally the case in the pri-

vate market, and particularly the case

in the major product lines of home

and motor insurance.

The run-off of earlier claim years

again produced gains, particularly in

the case of motor insurance personal

injuries which has produced run-off

gains for each of the past three years.

In addition 1997 saw run-off gains

from marine insurance.

Costs

The cost ratio was 26.9 percent, as

against 28.5 percent in 1996. After

adjusting for the one-off restructuring

costs and costs associated with the Year

2000 project, the cost ratio was 27.0 in

1996. This reduction in the cost ratio

was somewhat less than had been

expected. This can be attributed prin-

cipally to the changes to the district

office structure being less comprehen-

sive than originally planned, upward

pressure on staff costs in IT in particu-

lar and increased investment in IT and

in new key process projects. In addi-

tion lower premium growth con-

tributed to the cost ratio being weaker

than expected. 

Nominal costs were reduced by

NOK 100 million in 1997. After adjust-

ing for one-off costs incurred in 1996,

costs increased by NOK 12 million. A

start was made in the Autumn of 1997

on a new generation of internal

improvement programmes. The costs

of these, together with increased

resource allocation to IT, represented

a one percentage point increase in the

cost ratio in 1997. After adjusting for

this, the underlying cost savings are

estimated at NOK 120 - 140 million in

1997, taking into account inflation and

salary growth.

Total staffing at year end was 2,394

full time equivalent positions, repre-

senting a reduction of 278 from a year

ago.

Reinsurance

The loss on reinsurance activities

amounted to NOK 257 million in 1997

as against a loss of NOK 356 million in

1996.

There was no significant increase in

the premiums paid on reinsurance

contracts between 1996 and 1997. The

purpose of the reinsurance pro-

gramme is to ensure that exposure to

individual losses and claims is con-

trolled within the agreed guidelines.

The reinsurers’ share of the company’s

technical result should not, in the long

run, exceed a reasonable return on the

capital the reinsurers commit in

respect of their reinsurance of

Storebrand’s risks. 

Subsidiaries

Storebrand Skadeforsikring has three

subsidiaries. Europeiske

Reiseforsikring AS produced a satisfac-

tory operating profit of NOK 34 mil-

lion. This is NOK 35 million weaker

than last year, principally because run-

off gains on earlier years were lower.

The company continues to report

increasing sales of travel insurance,

and gross premiums written increased

by 4.6 percent. Försäkringsaktiebolaget

Storebrand Sverige in Stockholm pro-

duced an operating profit of NOK 27

million for 1997, as against NOK 34

million in 1996. Despite tough compe-

tition, premiums written grew by 4.7

percent last year. 

Storebrand Nybygg AS owns

Storebrand’s new headquarters build-

ing at Filipstad in Oslo. The move to

this building will take place in March

1998, in line with the original

timetable.

DEVELOPMENT BY LINE OF

INSURANCE

Private insurance

Combined private lines 

Combined private lines, which covers

household contents, domestic build-

ings, second homes and personal valu-

ables, continued to show deteriorating

profitability in 1997. The gross claims

N
on-life insurance
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a fall in claims ratio from 101 to 97.

Claims experience on group policies

was particularly poor. However 1997

did see the implementation of neces-

sary increases in premium. Premium

changes will be considered in certain

other sectors during 1998. Gross pre-

miums earned were 10 percent higher

than in 1996.

Motor insurance

Claims experience in motor vehicle

insurance was again poor in 1997. The

claims ratio rose last year from 74 to

86. The trend for personal injury

claims to fall continued in 1997, but

most other types of claim increased.

These increases reflect the effect on

claims of the general state of the econ-

omy, as seen in heavier traffic and a

higher level of aggression on the

roads. The introduction of hire car

cover for comprehensive policies at the

end of 1996 and further improvements

in cover in 1997 contributed to the

increase in total motor claims.

Storebrand found it necessary to

make significant reductions in car

insurance premiums in 1996 in order

to maintain its competitive position. It

has proved necessary to increase the

general level of premiums to accom-

modate increasing claims payments.

These measures are not expected to

weaken the company’s competitive

position, since the increase in claims is

an industry wide phenomenon which

is expected to lead to the industry as a

whole introducing similar premium

adjustments. Premium volume

increased somewhat in 1997, but mar-

ket share fell by 1.4 percentage points. 

Corporate

Industrial insurance

Industrial insurance covers combined

fire and machinery insurance for large

and medium sized trading and manu-

facturing companies. There has been

an increase in the claims ratio over

ratio increased year on year from 86 to

97. The increase in claims was particu-

larly marked in domestic buildings

insurance, where the claims ratio

increased by 14 percentage points to

108 percent. This is a result of a gener-

al increase in both the frequency and

average size of claims, and the failure

of premiums to adequately reflect the

real claims experience. This is a mar-

ket-wide phenomenon associated with

periods of rapid economic growth.

The claims ratio is also affected by par-

ticular changes to the terms of insur-

ance policies in favour of the customer

which were made for competitive rea-

sons in 1996 . 

Gross premiums earned increased

by 5 percent year on year. This reflects

both indexed premium increases and

the company’s own pricing policy.

Pricing measures were introduced in

the second quarter of 1997 to reflect

the poor claims experience. 1997 was a

moderately poor year for the compa-

ny’s market share in terms of number

of customers.

Personal accident insurance

The results from personal accident

insurance were not satisfactory despite

recent years, which has reduced profit

margins somewhat. Gross claims ratio

for last year was 81, which is 10 per-

centage points higher than the previ-

ous year. Claims experience in indus-

trial insurance did not show as poor a

trend as was seen in the private mar-

ket. The deterioration seen in the

claims ratio largely results from

increasing competition for industrial

business, with heavy pressure on prices

and lower premium rates. 

Combined corporate insurance,

including agriculture

The combined corporate lines include

landlords, housing co-operatives,

shops, offices and other small business

enterprises as well as agriculture.

Profitability has deteriorated over the

past year. Gross claims ratio last year

was 93, an increase of 8 percentage

points from the previous year.

Increased claims on agricultural poli-

cies, resulting from fire damage and a

large number of smaller claims for

damage by lightning strikes, were

among the reasons for this increase.

Competition is reflected in this sec-

tor too in the form of falling premium

rates. However the total market does

show some volume increase, and even

though the company has lost some

market share, gross premiums earned

were comparable with the level of the

previous year.

Liability insurance 

The liability insurance sector showed

somewhat weaker profitability than in

the previous year. Gross claims ratio

last year was 74, which is 16 percentage

points higher than last year. As is the

case with all corporate lines, the mar-

ket was characterised by increasing

competition and pressure on premium

levels.

Occupational injury insurance

Occupational injuries insurance con-
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tinues to be characterised by strong

competition, but price levels did not

fall last year to the same extent as had

been seen in previous years.

Profitability continues to be very poor.

This is a reflection of the significant

price reductions sustained in previous

years, combined with a sharp increase

in claims frequency, particularly for

accidents at work. The Association of

Norwegian Insurance Companies illus-

trated the problematic profitability in

this sector in its report on

Occupational Injury Insurance in

August 1997. Storebrand has initiated

a number of measures intended to

produce a gradual improvement in

profitability from 1998 onwards.

Storebrand’s market share, both by

premium and numbers insured,

remained stable in 1997. 

Transport insurance

Transport insurance shows satisfactory

profitability. There have not been any

significant large claims in recent years,

allowing a low claims ratio for this sec-

tor of the industry. The gross claims

ratio for last year was 53, as against 51

in the previous year.

Marine lines

Marine

Marine insurance includes the insur-

ance of ocean-going vessels for

Norwegian and international owners,

and the insurance of ships under con-

struction. There is continuing intense

price competition in this market,

which caused on average a 21 percent

fall in prices during 1997. The market

has seen a high level of activity, and

Storebrand has increased its involve-

ment both by taking a larger share of

insurance on established fleets and by

writing new business. This has limited

the fall in gross premiums earned in

1997 to 9 percent. The intense compe-

tition has resulted in a claims ratio of

86 for last year. However reductions

were warranted in the estimated losses

attributable to previous years, reducing

the total claims ratio for own account

to 46.

Energy

The sector mainly covers the insurance

of offshore oil installations throughout

the world. Underwriting of land based

oil and gas activities was started in

1996, and now accounts for 16 percent

of total premiums in this sector. 1997

saw little in the way of large new losses

in this sector, but it did prove neces-

sary to increase the claims provision

for certain older claims. The gross

claims ratio for last year was 53, but the

consolidated claims ratio was 60.

This sector too is very competitive,

and average premiums on insurance

renewals in 1997 have fallen by 13 per-

cent. However increased involvement

in the land based market has allowed

gross premiums earned to increase by

10 percent.

Satellite

This sector covers the insurance of

satellites during launch and whilst in

orbit. There is a great deal of activity in

the market with many new launches. A

number of major insurers have

increased their involvement in satellite

insurance during 1997, leading to

increased competition in this sector

too. In addition to having an effect on

prices, this has also caused a reduction

in our participation in individual poli-

cies. Gross premium earned increased

nonetheless by 13 percent in 1997.

The gross claims ratio for last year was

76. Estimated losses in respect of earli-

er years have been reduced, resulting

in a consolidated gross claims ratio of

68.

Coastal all risks

This line covers insurance of

Norwegian coastal tonnage, including

the fishing fleet. Last year’s claims

experience was somewhat better than

expected, but it proved necessary dur-

ing the year to increase the claims pro-

vision in respect of previous years loss-

es. The gross claims ratio for last year

was 74, but the consolidated gross

claims ratio was 100. Gross premium

earned fell by 5 percent in 1997,

reflecting the effect of competition in

cutting premium levels.

Natural perils

There were no major natural catastro-

phes in 1997. A surplus of NOK 148

million was recorded in the 1997

accounts and transferred to the natural

perils fund. The total of claims result-

ing from the floods in Østlandet in

1995, which were covered by the

Norwegian Natural Perils pool, was

adjusted upwards by NOK 25 million

in 1997 to NOK 925 million.
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Investment assets by
portfolio

Return Index Market value Allocation

Equity portfolios 29.0% 9.7% 2,146 15.4%
Bond portfolios 7.5% 7.8% 1,774 12.8%
Money market portfolios 4.1% 4.0% 3,885 27.9%
Bonds (held to maturity) 6.6% 6.6% 3,798 27.3%
Other securities 7.0% 7.0% 571 4.1%

Total securities portfolios 7.2% 5.8% 12,175 87.5%

Real estate portfolio 5.9% 5.9% 1,689 12.2%
Loans 11.2% 5.3% 44 0.3%

Total investment assets 7.1% 5.8% 13,908 100.0%



FINANCIAL INCOME AND

ASSET MANAGEMENT

Financial income

Developments in the securities markets

have a considerable impact on the

results of Storebrand Skadeforsikring.

As in the previous year prices rose in

1997 in both bond and equity markets. 

Total financial income amounted to

NOK 1,033 million, a reduction from

NOK 1,306 million in 1996. Gains on

sales of securities in 1997, together

with reversal of earlier write-downs,

amounted to NOK 218 million. The

equivalent figure for 1996 was a gain of

NOK 385 million. In addition unre-

alised gains on securities increased by

NOK 216 million during 1997, giving a

total unrealised reserve of NOK 750

million.

Investment management

The company’s investment manage-

ment is undertaken through manage-

ment agreements with Storebrand

Investment Management AS (securi-

ties), Storebrand Eiendom AS (real

estate) and Storebrand Bank AS (lend-

ing). For the purposes of investment

management the securities portfolio is

divided into a number of clearly

defined sub-portfolios, and an invest-

ment manager is assigned to each of

these. A separate profit and loss

account is maintained for each sub-

portfolio, including accrued income,

with daily reconciliation and mark-to-

market of all securities and other posi-

tions related to the sub-portfolio. This

gives the basis for daily monitoring of

performance and exposure to the mar-

ket. The table on the previous page

shows the allocation of investment

assets by portfolio on the basis of the

actual management and reporting clas-

sification of the investment assets of

Storebrand Skadeforsikring AS. Equity,

bond and money market portfolios

consist principally of equities, bonds,

and interest bearing certificates respec-

tively, but may also include other

financial instruments in accordance

with defined limits. In addition to this

Storebrand Skadeforsikring AS has cer-

tain other investments which are not

included in this part of investment

management. The table is accordingly

not directly comparable with the fig-

ures in the annual accounts of

Storebrand Skadeforsikring AS. The

figures differ also from those present-

ed in the Report of the bord of direc-

tors - investment management.

There were significant changes to

the composition of the non-life compa-

ny’s investment portfolio during 1997.

The risk bearing capacity available to

the investment activity was utilised to a

greater extent by increasing the expo-

sure to equity markets whilst reducing

exposure to the money market. The

total return on investment assets was

7.1 percent. All equity portfolios pro-

duced a return higher than the rele-

vant benchmark index. The return on

the bond portfolio was a little lower

than the benchmark return.

Capital, solvency and liquidity

Total assets at 31 December 1997

amounted to NOK 18,236 billion, a

reduction of NOK 341 million from

the previous year.

Equity capital totalled NOK 2,098

million. This gives a capital ratio of

22.4 percent. The official requirement

is for a capital ratio of 8 percent.

Equity capital has increased by NOK

150 million since 31 December 1996.

Profit for the year was NOK 677 mil-

lion. An amount of NOK 527 million

has been allocated for group contribu-

tion.

Solvency capital, which includes the

security reserve, reinsurance reserve,

administration reserve, natural perils

fund and the guarantee reserve in

addition to equity capital, amounted to

NOK 5,160 million at the close of 1997

(as compared to NOK 5,016 million at

the close of 1996). This represents a

solvency margin of 70 percent. At the

close of 1996 the solvency margin was

69.2 percent. Solvency margin is an

expression of the relationship between

capital resources and insurance risk,

and is calculated as solvency capital as

a percentage of premiums written for

own account. 

PROFIT SENSITIVITY

The profit sensitivity in non-life insur-

ance can be demonstrated by consider-

ing the effect on profit of changes in

the technical elements (expressed

through the Combined Ratio) and by

changes in the return on investment

assets. Storebrand Skadeforsikring has

a premium volume for own account of

a little less than NOK 7.5 billion and

yield generating assets of approximate-

ly NOK 16 billion.

Calculated change in profit due to :
Change in Change in investment return
Combined Ratio -1% 0% 1%

-1 % -85 75 235
0 % -160 0 160
1 % -235 -75 85

The effect of other possible changes in

circumstances can illustrate this fur-

ther:

The company’s policy on underwrit-

ing risk is that the charge on the

accounts for own account from a loss

event should not exceed 6 percent of

solvency capital. Reinsurance cover at a

higher level is considered when condi-

tions in the reinsurance market are

favourable.

The sensitivity of the company’s

bond portfolio to interest rate changes

is such that a 1 percent change in

interest rate levels (a parallel move-

ment in the yield curve) would change

the market value of the portfolio by

around NOK 261 million. Of this

amount NOK 164 million relates to

bonds to be held to maturity, and

40



would accordingly have no direct

impact on profit. 

In the case of the share portfolio the

situation is such that, for example, a 10

percent change in prices would lead to

a change in value of approximately

NOK 215 million. With the unrealised

gains the company holds in the portfo-

lio there is, however, some room for a

possible decrease in value before this

has a direct impact on the booked

result.

Changes in premium income, such

as where the company loses or obtains

new business, will in the short-term

have little effect on profitability if the

risk composition of the portfolio does

not change. A decline in market share

of for example, 1 percentage point,

would lead to a fall in profit of approx-

imately NOK 10 million in the first

year and approximately NOK 30 mil-

lion in each subsequent year.

FUTURE PROSPECTS

Claims payments are expected to con-

tinue at a high, and most probably

increasing, level in 1998. Storebrand

believes this to be a phenomenon

related to the high level of economic

activity currently seen in Norway. It is

expected that the higher level and fre-

quency of claims will lead to a general

increase in premium levels in the

insurance industry. Improved prof-

itability is expected from the non-life

insurance business as the programmes

under way for profit improvement take

effect.

The Norwegian non-life insurance

market is not expected to show volume

growth other than to the extent of ris-

ing gross national product in the com-

ing years. Fundamental changes are

expected in the market over time in

the form of new competitors and new

concepts for product distribution,

based on modern IT and telecommu-

nications technology. Customers,

meanwhile, are becoming better

informed. Storebrand intends to main-

tain a proactive response to the

changes which it expects to see in the

market. 

The organisation has demonstrated,

through its completed and ongoing

improvement programmes, a clear

ability to deliver positive measures

which benefit its customers, sharehold-

ers and employees. 1998 will see fur-

ther practical focus on improving the

distribution apparatus and the claims

processing function. Significant invest-

ment will be carried out in new systems

for the distribution apparatus to assist

customer maintenance and to improve

the IT based infrastructure in order to

strengthen the sales function and

improve the quality of customer

administration. In addition resources

will be committed to establishing an

improved decentralised sales support

system for the industrial market in

order to increase sales presence in this

market. The next phase of improve-

ments to the claims processing func-

tion is already underway, and the com-

pany intends to satisfy customer

demand for quicker and less bureau-

cratic claims processing during the cur-

rent year. 

The company’s economic and mar-

ket position, its competent organisa-

tion and the programmes under way

for further improvement ensure that

the company has a good starting point

from which to meet the challenges of

the future.

The Board of Directors of

Storebrand Skadeforsikring AS

The Board of Directors consists of Åge

Korsvold (Chairman), Yngve Astrup,

Erik Dypedahl, Hans Henrik Klouman,

Anders M. Liaaen and Kjell H. Vedø.

The company’s Managing Director

is Knut W. Francke.
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Key figures: Storebrand Skadeforsikring and subsidiaries
1997 1996 1995 1994 1993

Market Booked Market Booked Market Booked Market Booked Market Booked

Change in gross premiums written 2.5% -1.6% 0.8% 3.9% 15.2%
Share of premiums for own account 88.0% 88.7% 87.0% 83.9% 79.2%
Gross claims ratio 75.5% 71.4% 69.7% 68.4% 67.4%
Claims ratio for own account 77.8% 74.9% 70.0% 73.7% 77.4%
Cost ratio for own account 26.9% 28.5% 28.1% 26.3% 27.9%
Combined Ratio for own account 104.7% 103.4% 98.1% 99.9% 105.2%
Financial yield 6.6% 5.6% 8.1% 7.1% 7.6% 6.2% 3.2% 4.3% 11.4% 9.9%
Profit ratio 12.4% 9.5% 17.3% 14.3% 20.2% 16.5% 7.7% 10.4% 22.4% 18.6%
Return on equity 15.7% 13.5% 23.4% 21.1% 29.1% 24.7% 11.3% 15.8% 32.7% 27.9%
Solvency margin 80.2% 70.0% 76.5% 69.2% 72.0% 67.5% 68.7% 67.9% 72.4% 68.5%
Solvency sensitivity 186.1% 213.1% 200.1% 221.4% 210.7% 224.6% 227.0% 229.7% 217.2% 229.3%
Current ratio 78.2% 81.8% 75.8% 78.0% 78.2% 79.5% 88.6% 88.6% 87.5% 88.8%
Regulatory capital adequacy calculation 22.4% 28.8% 30.3% 25.9% 18.8%

Financial yield Net financial income/Average assets
Profit ratio Operating profit/Premium income for own account
Return on equity Operating profit/Average equity
Solvency margin Solvency capital/Premiums written for own account
Solvency sensitivity (Claims reserves + premium reserves)/Solvency capital
Current ratio (Claims reserves + premium reserves)/Total liquid assets
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Storebrand Skadeforsikring Group
Profit and Loss Account 1 January - 31 December 

NOK million Note 1997 1996

Technical account
Gross premiums earned 45 8,257.5 8,222.4
- Reinsurance share of gross premiums earned 45 -1,017.1 -946.1

Premiums for own account 7,240.4 7,276.3

Allocation of investment return transferred from the non-technical accounts 677.5 707.3

Other insurance related income for own account 257.4 79.4

Gross claims 45 -6,237.9 -5,870.9
- Reinsurance share of gross claims 45 605.1 418.8

Claims for own account -5,632.9 -5,452.1

Profit sharing agreements etc. -4.7 -3.0

Sales costs (insurance) -1,011.2 -1,080.8
Insurance related administration costs -1,127.4 -1,158.5
-Reinsurance commissions and profit sharing 155.2 171.7

Insurance related operating costs for own account 19 -1,983.3 -2,067.7

Other insurance related operating costs for own account -225.8 -95.4

Balance on the technical account before allocations to security reserve 328.5 444.7

Changes in security reserve etc. 5.2 -87.8

Balance on the technical account 333.7 356.9

Non-technical account
Income from financial assets 18 1,623.0 1,780.4
Costs arising from financial assets 18 -589.6 -474.6
Allocation of investment return transferred to the technical account -677.5 -707.3
Other income/costs

Balance on the non-technical account 355.8 598.5

Profit from ordinary activities 689.6 955.4

Taxes -12.3 -48.5

Profit for the year 677.2 906.8

Allocations
Group contribution -527.0 -727.0
Free reserves -150.2 -179.8

Total allocations -677.2 -906.8



NOK million Note 1997 1996

Assets

Intangible assets 26 46.8 50.2

Properties and real estate 37 1,575.4 653.1
Receivables due from/securities issued by group companies 505.8 597.8
Shares and other financial investments - long term holdings 37 9.0 9.0
Bonds - held to maturity 3,910.0 3,562.7
Loans 47.9 77.4
Shares and other financial investments 37 2,034.5 853.0
Bonds and other securities - fixed yield 37 6,626.1 8,384.1
Money market deposits 37 140.1 437.7
Other short term financial assets 0.1
Reinsurance accounts 39.7 70.1

Total financial assets 14,888.5 14,645.0

Receivables 1,681.5 1,547.9
Other assets 1,298.3 2,044.4
Deferred tax 25.0 32.3
Prepaid expenses and accrued income 295.8 256.8

Total assets 18,235.9 18,576.6

Equity capital and liabilities

Share capital 1,380.6 1,380.6
Revaluation reserve 7.0 7.0
Other equity 709.9 561.4

Total equity capital 2,097.6 1,949.1

Minority interests’ share of equity capital 1.5 1.5

Reserve for unearned premiums  for own account 3,180.4 3,036.9
Claims reserve for own account 7,815.9 8,066.8
Security reserve 1,226.2 1,321.0
Reinsurance reserve 57.8 47.4
Administration reserve 536.3 575.2
Allocation to natural perils fund 877.0 729.0
Allocation to guarantee reserve 364.6 394.6

Total technical reserves for own account 45 14,058.2 14,170.8

Reserves for other risks and costs 482.6 437.6
Debt 1,404.2 1,700.2
Accrued costs and deferred income 191.8 317.4

Total equity and liabilities 18,235.9 18,576.6
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Storebrand Skadeforsikring Group
Balance Sheet at 31 December 



Results and
balance sheet

Storebrand Bank Group: 
Profit and Loss Account

NOK mill. 1997 * 1996

Net interest income 41.9 34.3

Non interest income 70.2 47.6

Non interst expenses -159.5 -125.6

Operating profit -47.4 -43.7

Net reversal loan losses 46.7 81.3

Profit -0.7 37.6

Storebrand Bank Group: 
Balance Sheet

NOK mill 1997 * 1996

Assets

Deposits at central banks 168.2 48.6

Deposits at other banks 1.3 19.1

Investment assets 495.0 468.6

Loans 2,135.6 128.5

Other assets 63.4 41.4

Total assets 2,863.5 706.2

Liabilities

Loans from other banks 675.1 -

Commercial paper issued 850.0 -

Interest-bearing deposits 896.0 245.5

Other liabilities 107.5 250.1

Shareholders‘ equity 334.9 210.6

Total liabilities and 

shareholders equity 2,863.5 706.2

* Pro forma figures for 1996

Storebrand Bank AS is a wholly owned

subsidiary of Storebrand ASA, and com-

menced operations in August 1996.

Storebrand Bank AS acquired Store-

brand Finans AS from Storebrand ASA

on 26 August 1997, with accounting

effect as from 1 January 1997. Store-

brand Finans is engaged in running

down its finance company activities, and

its collection activities cover both its

own claims and liabilities owed to other

members of the Storebrand group

Storebrand Bank does not have a

traditional branch network, and is

principally targeted at the retail bank-

ing market. The bank makes use of

modern technical solutions to conduct

its business, and is run from a call cen-

tre in Oslo. In order to strengthen its

sales activities the bank has opened ten

local advisory offices over the course of

the past year.

Main features of the 1997

results

In its first full year of operation the

Storebrand Bank group recorded a

NOK 0.7 million net loss. Storebrand

Bank AS showed a net loss of NOK

63.8 million, as against a net loss of

NOK 64.8 million in 1996. The net

interest margin for Storebrand Bank

AS was 1.11 percent,  somewhat lower

than the 1.27 margin recorded in

1996. Noninterest income of the

Storebrand Bank Group, principally

commission from the sale of mutual

funds and mortage servicing fees

amounted to NOK 70.2 million, as

against NOK 47.6 million in the previ-

ous year. Noninterest expenses

equalled NOK 159.5 million, com-

pared to NOK 125.6 million in 1996.

The increase in noninterest expenses

must be seen in the context of 1997

being the bank’s first full year of opera-

tions, involving increased staffing,

development of the bank’s infrastruc-

ture and expansion of the bank’s sales

operation. The bank has recognised

income of NOK 46.7 million in respect

of loan recoveries and reductiones to

loan loss provision, as against an

income of NOK 81.3 million in the

previous year, which to all practical

intent relates to the activities of

Storebrand Finans.

Balance Sheet

The total assets of Storebrand Bank

amounted to NOK 2,863.5 million at

year end, an increase from NOK 706.2

million a year earlier. Asset growth

reflects a sharp increase in mortgage

lending. A total of NOK 2,243.4 million

of new loans were disbursed in 1997,

whereas no mortgage loans were

booked by Storebrand Bank AS in 1996.

Storebrand Bank’s investment assets of

NOK 495.0 million consist of commer-

cial paper and bonds with limited credit

and market risk. Deposits from cus-

tomers amounted to NOK 896.0 million

at year end, representing an increase of

NOK 650.5 million from the previous

year. At year end loans from other

banks amounted to NOK 675.1 million,

and commercial paper issued totalled

NOK 850.0 million. Storebrand Bank

AS received a capital injection of NOK

125.0 million from Storebrand ASA in

December 1997. The bank’s capital

base amounted to NOK 330.1 million at

year end, representing a total capital

ratio of 24.7 percent.

Financial condition and

business development

Storebrand Bank’s results for the year

reflect the significant resources which

have been committed to the develop-

ment of the bank’s infrastructure, ex-

pertise and distribution capability.

After its first year of operation

Storebrand Bank is well positioned to

compete in the retail banking market.

The bank offers a limited but impor-

tant range of products which cater for

its clients’ primary financial needs.

Competitive products are offered in

the areas of deposits, mortgage loans,

as well as mutual funds with transpar-

ent and attractive pricing structures.

The bank’s future development will en-

compass further investment in its distri-

bution capability, marketing, expertise

and systems. Distribution capability will

be increased both through the bank’s

own advisory offices and through mar-

keting co-operation with Storebrand

Livsforsikring, and is expected to con-

tribute to strong growth in deposits,

loans and the sale of mutual funds.

Storebrand Bank AS is expected to

record an operating loss in the current

year. However Storebrand Finans AS is

expected to show profitability.

Storebrand Bank intends to maintain

sound capital ratios at all times.
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Share capital and shares

The company has two classes of shares

- ordinary shares and preference

shares.

Storebrand ASA’s share capital at

the start of 1997 was NOK 1,883.6 mil-

lion. A new issue of shares for employ-

ees during the year resulted in an

increase in the share capital to NOK

1,884.9 million at 31 December 1997. 

At 31 December 1997 the two share

classes consisted of 277.0 million ordi-

nary shares and 100 million preference

shares, all of NOK 5 par value.

Share purchase arrangements

for the company’s employees

It was resolved at the Annual General

Meeting of Storebrand ASA on 13 May

1996 that the Board be empowered to

increase the share capital by up to 3

million shares, each of NOK 5 nominal

value. This authority is valid until 31

December 1998. The issue of these

shares is restricted to employees of the

Storebrand Group. The intention is to

involve the employees more closely in

value creation in the company by mak-

ing as many as possible shareholders. 

In 1997 every employee was given

the opportunity to buy 115 ordinary

shares at a calculated subscription

price of NOK 43.40 per share.

Approximately 62% of the employees

subscribed for a total of 266,570

shares.

Foreign ownership

The EEA Agreement provides for

Norwegian and foreign investors to

have equal rights to acquire shares.

However the restriction on a single

owner holding more than 10% of the

shares in a financial company is main-

tained.

As at 31 December 1997 total for-

eign ownership amounted to 31.8%,

divided between a 42.1% interest in

the ordinary shares and a 3.1% interest

in the preference shares.

Share price development

The company’s ordinary share price

increased strongly in 1997. From a

price of NOK 36.95 at 31 December

1996, the high and low prices for the

year were NOK 57.00 and NOK 35.00

respectively. The price  on 31

December 1997 was NOK 53.00. 

The price of the company’s prefer-

ence shares was NOK 11.90 at 31

December 1996, and remained

unchanged at 31 December 1997.

Preference shares 

The preference shares, established in

1993, have preferential rights in

respect of dividends. If a full payment

of preference share dividend is

approved at Annual General Meetings

the dividend payments to this class of

shares each year will be as follows:

Accounting year 1997 1998

Dividend (NOK) per share 0.50 0.50

Preference shares are entitled to the

same dividend as ordinary shares in

addition to the preference dividend.

No dividend can be paid on ordinary

shares unless the preference shares

have received a full preference divi-

dend. If the preference dividend is not

paid in full in respect of any account-

ing year, no dividend is permitted for

the ordinary shares in respect of the

following accounting year.

Redemption of the preference

shares can be approved at the Annual

General Meeting in 1998 or 1999 and

has to then be implemented as soon as

possible thereafter, in such a way that

Shareholder matters

Share capital and shares
Subscr. Subscr. Ordinary shares Preference shares No. of Share

price NOK No. of shares after change No. of shares after change shares capital 
Date Type of change NOK mill. Restricted Free Restricted Free Total NOK mill 

11.06.93 Write down of par value 
from NOK 20 to NOK 5 58,727,965 12,596,157 71,324,122 356.6

11.06.93 New issue 10.00 2,800.0 206,939,165 44,384,957 82,339,555 17,660,445 351,324,122 1,756.6
10.05.94 Rights Issue 12.25 307.4 227,601,931 48,816,771 82,339,555 17,660,445 376,418,702 1,882.1
01.01.95 Number of shares and capitilasation

restricted and free shares 276,418,702 100,000,000 376,418,702 1,882.1
06.08.96 Issue to employees 27.00 8.0 276,716,737 100,000,000 376,716,737 1,883.6
09.12.97 Issue to employees 43.40 11.5 276,983,307 100,000,000 376,983,307 1,884.9

34

38

42

46

50

54

58

NOK

0 5 10 15 20 25 30 35 40 45 50

Price development

Ordinary shares

Week



46

the holders of these shares receive the

dividend approved at the relevant

General Meeting. Storebrand will

place the question of redeeming the

preference shares before the 1998

Annual General Meeting. When con-

sidering the question of redemption of

preference shares, holders of prefer-

ence shares are not entitled to exercise

voting rights in respect of either their

preference shares or their ordinary

shares.

The redemption price is set at NOK

11.60 per share in 1998 or NOK 11.90

in 1999.

If redemption is not approved by the

Annual General Meeting in 1999 at the

latest, the preference shares are to be

converted to ordinary shares with

effect from the first day after such

General Meeting.

Stock exchange listing

Storebrand’s shares are listed on the

Oslo Stock Exchange and have the fol-

lowing symbols: STB for ordinary

shares and STBP for preference shares.

Shareholders

At 31 December 1996 the company

had 77,084 shareholders. During 1997

the number reduced to 75,305.

Storebrand ASA still has the largest

number of shareholders of all compa-

nies listed on the Oslo Stock

Exchange.

The company’s shareholder struc-

ture shows a disproportionate number

of shareholders with small share hold-

ings: 53% hold fewer than 10 shares

and 77% hold 100 shares or less. Most

of these became shareholders in 1991

when shares were distributed to policy-

holders of UNI Livsforsikring on the

conversion from a mutual company to

a joint stock company.

The company has shareholders from

all the municipalities in Norway and

from 48 foreign countries.

Compliance

The officers in the governing bodies

and senior employees of Storebrand

ASA are subject to rules - based on the

provisions in the relevant legislation

and regulations - regarding the trading

of securities issued by Storebrand ASA.

As one of the country’s leading

financial institutions, Storebrand is

dependent on maintaining an orderly

relationship with the financial markets

and control authorities. The company

therefore places particular emphasis

on ensuring that routines and guide-

lines satisfy the formal requirements

imposed by the authorities on securi-

ties trading. The company has its own

compliance system which ensures that

routines are complied with.

Investor relations

Storebrand wishes to maintain and fur-

ther develop the company’s good con-

tacts with all participants in the nation-

al and international capital markets.

The company has a separate Investor

Relations function within its finance

department. This function is responsi-

ble for establishing and co-ordinating

contact between the company and

external connections, such as analysts,

stock exchanges, shareholders,

investors, etc.

The company has always given par-

ticular emphasis to contacts with the

capital markets and encourages indi-

viduals and institutions in these mar-

kets to visit the company for discus-

sions and presentations.

The company makes regular presen-

tations to the financial communities in

Oslo and London in connection with

the publication of quarterly accounts.

These presentations consist of both

larger meetings with a number of ana-

lysts and other capital market connec-

tions as well as meeting individual

investors or analysts directly.

The company places particular

emphasis on strengthening its connec-

tions with the main international capi-

tal markets both because of the compa-

ny’s size in relation to the Norwegian

market and in order to create the best

possible conditions for trading in the

shares.

Internet

In order to further improve its service

to the capital markets, Storebrand has

established its own Internet site:

http://www.storebrand.no. The com-

pany’s quarterly reports and other

important press releases are made

available on this site at the same time

as they are published through tradi-

tional channels.

Dividend policy

The Board of Storebrand ASA will pro-

pose to the Annual General Meeting

that a dividend of NOK 0.50 per pref-

erence share be paid for 1997.

No dividend will be paid for 1997 on

the ordinary shares: no dividend was

paid on these shares for 1994, 1995 or

1996 either.

Storebrand ASA aims to achieve a

competitive return for the company’s

shareholders over time through divi-

dends and a rising share price. During

1997 the ordinary share price

increased by approximately 43%, and

since 31 December 1993 it has risen by

some 182%.

Storebrand intends to establish a

dividend policy for ordinary shares

Share structure  at 31
December 1997

Shareholders
No. of shares held No. % 

1- 25 48,225 64.0
26- 100 10,039 13.3

101- 1,000 12,704 16.9
1,001- 10,000 3,585 4.8

10,001- 100,000 564 0.7
100,001- 1,000,000 141 0.2

1,000,001- and over 47 0.1

75,305 100.0
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The general RISK amount at 1 January

1998 is estimated as NOK 0,04 per

share.

On a sale of shares, the opening val-

ue/purchase price of the shares will be

adjusted by the total of the RISK

amounts during the period of owner-

ship. The RISK amount to be applied

on a sale of shares during 1998

depends on the year of purchase as fol-

lows:

Year of purchase Total RISK 
per share

1992 or earlier NOK -1.02*
1993 “      1.57*
1994 “      1.45*
1995 “      0.61*
1996 “      0.75*
1997 “      0    *

*) The RISK - amount at 1 January

1998, which will be officially deter-

mined in January/February 1999, must

be incorporated into these figures.

Where shares are bought and sold

during the same calendar year the pur-

chase cost/acquisition value should

not be RISK adjusted.

once the redemption of the prefer-

ence shares has taken place. This poli-

cy will be decided during 1998. It is the

company’s goal to pay an ordinary divi-

dend in 1999 in respect of the 1998

accounting year.

Shareholders’ contact with

the company

The share register of Storebrand ASA

is managed by the Norwegian Registry

of Securities (VPS) through the com-

pany’s share register administrator -

Christiania Bank, Securities Service,

Oslo. The register is updated daily with

reported changes and share holders

receive written notice from the VPS in

the event, for example, of changes in

share holdings (purchase/sale).

In January each year VPS sends an

“Annual Statement” to shareholders.

This is very useful as a basis for com-

pleting tax returns.

If the bank account number for divi-

dend payments shown on the annual

statement is not correct or missing,

shareholders are recommended to

contact the administrator of their own

share account, so that future dividends

can be paid in a simple and secure

manner.

Shareholders should generally con-

tact the administrator of their own

share account with queries and notice

of changes such as, for example, a new

address. In addition, Storebrand’s own

shareholders’ office, Telephone: 22 31

20 61, can provide guidance and infor-

mation.

RISK adjustment

The following paragraph is not includ-

ed in the original Norwegian Annual

Report and is included here by way of

explanation for the international read-

er: 

There are particular rules for

Norwegian resident shareholders relat-

ing to the taxable gain or loss on the

sale of shares. When shares in

Storebrand ASA are sold by Norwegian

resident shareholders the acquisition

price has to be adjusted by a so called

RISK amount when calculating the tax-

able gain or loss. The RISK amount is

calculated annually and is related to

the change in retained capital for the

year. Foreign shareholders are subject

to the tax regulations of their own

domicile and are not affected by the

Norwegian RISK regulations. 

The information provided in the

Norwegian Annual Report for the pur-

poses of Norwegian resident share-

holders is as follows:

The general RISK amounts for both

the ordinary and preference shares in

Storebrand ASA have been set as fol-

lows:

As at: RISK amount

01.01.93 NOK  -2.59
01.01.94 “       0.12
01.01.95 “       0.84
01.01.96 “      -0.14
01.01.97 “       0.75

,

The 20 largest shareholders
at 31 December 1997

Shares
No. %

Folketrygdfondet Oslo 37,671,648 9.99
Orkla ASA Oslo   37,648,956 9.99
Merrill Lynch Int. - client non-treaty account London 21,740,952 5.77
Ivory AS                                                                   Oslo   20,974,103 5.56
Steen og Strøm Invest ASA Lysaker 17,500,000 4.64
Stiftelsen UNI Oslo 17,219,625 4.57
Ivory Enterprices Corp. Oslo  16,697,571 4.43
Merrill Lynch Int. - client treaty account London  14,959,798 3.97
Sundal Collier & Co. A/S - meglerkonto Oslo 11,280,000 2.99
Canica AS Oslo 10,000,000 2.65
State Street Bank & Trust Co. - clients omnibus D Boston 8,374,325 2.22
Hartog & Co. A/S         Oslo  7,000,000 1.86
Morgan Guaranty Trust Co. - clients account 25% Brussels 6,974,893 1.85
Vesta Forsikring AS Bergen 6,216,000 1.65
Morgan Stanley & Co. - customer segregation London 6,148,943 1.63
Tom Undall                   Oslo  5,000,000 1.33
Chase Manhattan Bank - clients treaty account Bournemouth 3,924,408 1.04
Chase Manhattan Bank - escrow account London 3,850,000 1.02
Morgan Stanley Trust Co. - clients account 15% New York 3,506,672 0.93
Kommunal Landspensjonskasse Oslo 3,000,604 0.80

The 20 largest shareholders own in total 259,688,498 shares, which represents 68.9% of the
share capital.
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Accounting principles

Consolidation principles
The Storebrand group accounts
incorporate companies in life
insurance, direct non-life insurance
and banking. The Banking, Insurance
and Securities Commission has issued
specific accounting requirements for
life insurance, non-life insurance and
banking.

The Group accounts consolidate all
subsidiaries of which Storebrand ASA
directly or indirectly owns more than
50%. Investments considered to be of
strategic importance where the group
owns between 20% and 50% of the
voting capital (associated companies),
are consolidated in accordance with
the equity method.

Consolidation of subsidiaries
Elimination of shares in subsidiaries is
based on the purchase value method,
where the book value of shares in
subsidiaries is eliminated against the
equity capital in the subsidiaries. Any
excess value/deficit is booked direct to
the assets/liabilities in question and
depreciated/taken as income in line
with these. Any excess value which is
not directly related to a specific item is
classified as goodwill.

Translation of foreign subsidiaries
The profit and loss accounts of foreign
subsidiaries are translated to NOK at
the average exchange rates for the
year, whilst the balance sheets are
translated at the rate ruling at the end
of the year. Any translation differences
are posted against unrestricted equity.

Elimination of internal transactions
Internal receivables and payables,
internal profits and losses, interest and
dividends, etc., between group
companies are eliminated in the
consolidated accounts.

Gains and losses on internal sales
to/from Storebrand Livsforsikring AS
are not eliminated due to the fact that
the profit of the life company is to be
divided between customers and
shareholders.

Minority interests
In the profit and loss account, the
minority interests’ share of the profit

after tax is stated. This means that all
items in the profit and loss account
include minority interests.

Minority interests are shown in the
balance sheet as a separate item
between other reserves and
shareholders’ funds. Assets and
liabilities are thus shown inclusive
minority interests.

Deferred tax
Calculation of deferred tax in the
profit and loss account and balance
sheet has been made on the basis of
the provisional Norwegian accounting
standard on tax issued by the
Norwegian Accounting Standards
Board (NRS).

The tax charge in the profit and loss
account consists of tax payable and
deferred tax/tax allowances.

Tax payable is calculated on the
basis of the taxable profit for the year.
Deferred tax/tax allowances are
calculated on the basis of timing
differences between accounting and
tax values as well as the tax effects of
the loss and unused allowances carried
forward.

Deferred tax assets cannot be
recorded at a higher value in the
balance sheet than the booked value of
tax liabilities deferred.

The calculation of deferred tax may
differ at Group level due to additional
opportunities to set off amounts within
the Group and the ability to make
group contributions.

Pension costs
Pensions costs and liabilities are
treated in the accounts in accordance
with the principles set out in the
Provisional Norwegian accounting
standard for pension costs.

The net pension cost for the period is
included under “salary and personnel
costs” and consists of the sum of
pension liabilities accrued in the
period, the interest charge on the
estimated liability and the expected
return on the pension funds.

Prepaid pension is the difference
between the actual value of the
pension funds and the present value of
estimated pension liabilities, and is
booked as a long term asset in the

balance sheet. Correspondingly a long
term liability arises in the accounts
when the pension liability is greater
than the pension funds. A distinction is
made between insured and uninsured
schemes. The uninsured scheme will
always be entered as a liability, as such
a scheme does not have a pension
fund.

The cumulative effect of changes in
assumptions, deviations between
calculated and estimated pension
liabilities, and the difference between
the expected and actual return
achieved on pension funds is not
charged to profit and loss until such
time as it exceeds 10% of the higher of
the pension liability or pension funds
at the start of the year (“the corridor
approach”).

Real estate
Method of valuation
The company regularly assesses the
value of the properties which it owns.
The properties are valued individually
by discounting estimated future net
income streams by a rate
corresponding to the yield
requirement for the relevant property.
The net income stream takes into
account existing and future losses of
income as a result of vacancy,
necessary investments and an
assessment of the future development
in market rents. The yield requirement
is based on the expected future risk-
free interest rate and an individually
determined risk premium, dependent
on the letting situation and the
building’s location and standard.

Real estate directly owned by
Storebrand Livsforsikring AS 
Due to the relationship with life
insurance customers the rules for the
treatment of real estate in the accounts
differ as between the life insurance
business and the Group’s other
businesses. 

From 1993 directly owned property
is revalued or written down in
accordance with the estimated changes
in value. The rules previously applied
on valuation and accounting have
ceased to apply. In anticipation of a
final clarification of accounting
standards in this respect, the 1997



accounts do not include any ordinary
depreciation. The company is required
to write-down values in the event of a
fall in market value. Earlier write-
downs can be reversed. The cost of
refurbishment to current standards is
booked as an expense in the accounts.

Other real estate
Ordinary depreciation on the real
estate portfolio is booked as a current
expense for the remaining businesses
in the Group. Investment properties
are valued applying a portfolio
principle. Where there is a permanent
fall in value, the property is written
down. Unrealised gains on the real
estate portfolio are stated as additional
information to the accounts.

Other
Certain properties are owned through
Norwegian partnerships. These are
treated in the accounts in the same
manner as other properties and are
thus included under the same items in
the accounts.

Loans
Loans advanced are carried at nominal
values in the balance sheet, reduced by
provisions for losses.

Provisions for losses have been made
in accordance with the Banking,
Insurance and Securities Commission’s
regulations.

Specific loss provisions are intended
to cover calculable losses on facilities
which are identified as exposed to the
risk of loss at the balance sheet date.
This will include provisions on loans
transferred for legal enforcement,
individual provisions made on loans
particularly exposed to the risk of loss
in the current portfolio and provisions
for the risk of loss on loans where
there has been a payment default
exceeding 67 days.

General loss provisions are booked
to cover losses which, due to matters
existing on the balance sheet date,
must be expected to occur on facilities
which have not been identified and
valued in accordance with the rules for
specific loss provisions. This type of
provision is made for all current loans
where there has not been a payment
default exceeding 67 days. The

provision is made on the basis of past
experience and sector data.

Realised losses on facilities are losses
which are considered to be final.
These include losses arising on the
borrower’s bankruptcy, insolvency or
composition with creditors, or where
the company considers it is
overwhelmingly likely that the loss is
final.

Realised loan losses are posted
directly to reduce nominal values in
the balance sheet.

In the case of loans in default for
more than 90 days, interest,
commission and fees booked as
income, but which remains unpaid,
are reversed.

Changes in realised losses and
allocations for losses are booked under
financial income.

Shares held as long term
investments
Investments in shares in subsidiaries,
associated companies and partnerships
are considered as fixed assets where
the investment is of a long term and
strategic nature. A corresponding
classification is made for strategic
investments in shares.

The book value is the cost price, and
write-downs are made on an individual
basis if these are not due to reasons
which are temporary or of an
insignificant nature.

Bonds to be held to maturity
Bonds classified as to be held until
maturity are managed in accordance
with the Banking, Insurance and
Securities Commission’s guidelines.
Such bonds are booked at cost price at
the time of purchase.
Premiums/discounts in relation to par
value are amortised over the bonds’
remaining term and recorded in the
profit and loss account as an interest
element.

Bonds in default are valued in line
with the Banking, Insurance and
Securities Commission’s guidelines for
loans. 

Portfolio valuation of financial
assets not held as long term
investments.
The portfolio principle is applied to
identify the holdings of short term
assets of the various companies in the
group since these are administered as
a single pool of investments. This
applies to investments in shares,
bonds, certificates and financial
derivatives, including forward foreign
exchange contracts.

The valuation of all such types of
investment is carried out together on
the basis of the lower of market or
purchase price at the date of the
balance sheet. Investments showing a
loss are written-down and the loss is
booked as a financial cost.

Financial investments which present
realised and permanent losses are
taken out of the portfolio. Such
investments are managed individually
and written down to their estimated
true value.

Financial derivatives
Financial derivatives form an
integrated part of Storebrand’s
management of the risk and return
profile of share and bond portfolios.

The basis for recording financial
derivatives in the financial accounts is
the historic price. Financial derivatives
are then included in the valuation of
the total securities portfolio on the
basis of the lowest value principle

Storebrand undertakes routine
mark-to-market valuations of all
derivatives. Valuation is based on
actual market values where these are
available in a liquid market. If no
market price is directly available,
market value is calculated on the basis
of the market price of the underlying
instrument by using mathematical
models generally accepted for pricing
such instruments.

The various categories of financial
derivative are described in “Terms and
Expressions” on page 83.

Share options
Option premiums are capitalised when
the option sale or purchase agreement
is entered into. Options are realised
when they expire, are exercised or are
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closed out by a matching and opposite
transaction. Upon realisation, the
premium is booked to the profit and
loss account together with any other
income or expense arising.

Stock futures
Stock futures are reconciled daily on
the basis of the previous day’s market
prices. The book value is accordingly
equivalent to the previous day’s market
value.

Interest rate options
Premiums arising from interest rate
options are treated in the same way as
share option premiums. 

Interest rate futures
Interest rate futures are treated in the
same way as stock futures.

Interest rate swaps
Interest income and expense arising
from interest rate swaps is accrued
continuously.

FRA - Forward rate agreements
Forward rate agreements (FRA) are
settled on the first day of the period
which is the subject of the agreement
and the full profit or loss arising is
accordingly booked to the profit and
loss account at that time.

Forward foreign exchange contracts
Profit and loss from forward contracts
in foreign currencies are settled and
accounted for in full on maturity. 

Forward foreign exchange contracts
which hedge USD denominated
subordinated loans are carried at
market value in the accounts by
recording the value of the
subordinated loans at the exchange
rate of the forward contracts.

Foreign exchange
Foreign securities are booked at their
original cost price in foreign currency
converted to NOK at the exchange
rate on the date of the transaction (the
historical cost price). The market value
is established on the balance sheet
date, converted to NOK at the
exchange rate on the balance sheet
date.

Foreign currency securities are

normally hedged by forward contracts
which are valued on the basis of
exchange rates on the balance sheet
date.

Securities classified as long term
investments, including shares in
foreign subsidiaries, are booked at the
exchange rate at the date of
acquisition. In the case of revaluations
or write downs, the exchange rate at
the time of valuation is used.

Liquid assets and other
assets/liabilities are converted on the
basis of the exchange rate on the
balance sheet date.

NON-LIFE INSURANCE

Technical (insurance)
reserves
The Banking, Insurance and Securities
Commission has introduced separate
minimum requirements for five types
of technical reserves: unearned
premium reserve, claims reserve,
security reserve, reinsurance reserve
and administration reserve. The
minimum requirements for premium
and claim reserves must be satisfied for
each line of insurance and for security
reserves for each group of lines.

The unearned premium reserve is a
reserve for unearned premiums for
own account on current contracts in
force on the balance sheet date.
Accrual is made pro rata and without
deduction for costs.

The claims reserve is a reserve for
expected claims on losses for own
account which have been notified but
not settled, and for losses which have
incurred but not been reported at the
date of the accounts.

The claims reserve must satisfy the
Banking, Insurance and Securities
Commission’s minimum requirement
for each of the lines of insurance
business the Commission defines.

The statutory security reserve is an
allocation to cover fluctuations
(possible catastrophes and
extraordinary claims) in the company’s
claim liabilities for own account.

The Banking, Insurance and
Securities Commission’s requirements
on security reserves specify that the
inflation element in the claims reserve
is covered by the security reserve. In

line with this, the inflation element has
been transferred from the claims
reserve and added to the security
reserve.

The statutory reinsurance reserve is an
allocation for any costs which the
company incurs as a result of its
reinsurers not covering their portion
of total claim liabilities.

The statutory administration reserve is
an allocation to cover administration
costs incurred on claim settlement in
the event of the winding-up of the
company.

Natural perils fund
The operating profit from the
obligatory natural perils fund, which is
managed by the Norwegian Natural
Perils Pool, must be allocated to a
separate natural perils reserve. These
allocations may only be used to cover
claims resulting from natural perils.

Guarantee reserve
A mandatory reserve for non-life and
credit insurance companies. The
allocation is intended to contribute to
policyholders receiving settlement in
accordance with the policies.

Sales costs
Sales costs are expensed. Expected
commissions on insurance ceded or
assumed are capitalised in the
accounts and expensed in line with the
accrual of the associated premium.

Receivables - direct business
Receivables from policyholders
includes both amounts outstanding
which have fallen due and instalment
premiums which have not yet fallen
due. A loss provision is calculated on
amounts outstanding which have fallen
due in accordance with the age and
historical loss record.

Receivables due from agents and
their other debts are assessed
individually and any loss provisions are
made on the basis of the standing of
the particular agent/underwriter.

Receivables - reinsurance
The balance sheet items contain
receivables and liabilities relating to
reinsurance ceded and assumed,
together with direct business through
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brokers or through pool
arrangements.

LIFE INSURANCE

Premiums for own account
Premiums for own account comprise
premium amount which fall due
during the year, transfers of premium
reserve to the companies and
premiums on reinsurance ceded.
Accrual of premiums earned is made
through allocations to premium
reserve in the insurance reserve.

Claims for own account
Claims for own account comprise
claims settlements paid out, including
reinsurance assumed premium
reserves transferred from the
companies, reinsurance ceded and
changes in claims reserves. The
allocation for
unsettled disability and death benefits
is made through an allocation to the
premium reserve in the insurance
fund.

Transfer of premium 
reserves, etc.
Transferred premium reserves in the
insurance fund on the transfer of
policies between insurance companies
are booked to the profit and loss
account at the date the risk is
transferred. The year’s mandatory
allocations to the premium reserve are
correspondingly reduced. In addition,
the premium reserve transferred
includes the policy’s share in the year’s
realised and unrealised profit.

Insurance reserves
Insurance reserves comprise of the
insurance fund and the security fund.
Insurance fund includes premium
reserve, additional statutory allocation,
premium fund/pension adjustment
fund and claims reserves.

Premium reserve in the insurance
fund 
The premium reserve represents the
cash value of the company’s total
insurance obligations in accordance
with the individual insurance
agreements after deducting the cash
value of future premiums. The

calculation principles are set out in the
Insurance Activities Act. The
calculations are made by an actuary.

Additional statutory allocations in
the insurance fund 
In 1993 the authorities introduced
specific measures to strengthen the
solvency of life insurance companies
which require additional allocations to
be made to the insurance fund. The
maximum additional statutory
allocation is set at the difference
between the premium reserve,
calculated on the basis of 3.5%
guaranteed yield on basic premium
amounts, and the actual guaranteed
yield in the contracts. The company
may apply previous years’ allocations if
the return is not sufficient to cover the
guaranteed yield. Additional statutory
allocations are a conditional reserve,
allocated to customers, which is
booked to the profit and loss account
as a mandatory reserve allocation.

Premium fund/pension adjustment
fund in the insurance fund 
The premium fund contains premiums
prepaid by policyholders on individual
and collective pension insurance as a
result of taxation regulations. The
pension adjustment fund consists of
payments from policyholders on
collective pension insurance also
resulting from taxation regulations.
The fund is to be applied in payments
of future benefit increases to
pensioners.

Payments and withdrawals are not
booked through the profit and loss
account but are taken directly to the
balance sheet. The premium fund is
required to have the same return as
the premium reserve.

Security fund
The security fund consists of statutory
security allocations to cover
unexpected insurance risks. The
calculations are made in accordance
with regulations published by the
Banking, Insurance and Securities
Commission.

It is possible to increase the fund by
50% above the minimum allocation. In
special situations the Banking,
Insurance and Securities Commission
may give permission that all or part of

the fund is used to cover a fall in the
value of securities. In the accounts the
entire fund is shown as a mandatory
fund.

Unit Linked 
Unit linked products are sold by
Storebrand Fondsforsikring AS.
Financial assets are recorded at market
value.

The level of technical reserves
required in respect of such
contracts is determined by the market
value of the financial assets. 

STOREBRAND ASA: DIVIDENDS
AND GROUP CONTRIBUTION

The main income of Storebrand ASA
is the return on capital invested in
subsidiaries. In the company’s
accounts group contributions received
are therefore recorded in the same
manner as dividends received, i.e. as
ordinary operating income.

Group contributions are booked in
the current accounting year. Dividends
are booked in the year when the
distribution is made, which is the year
following the current accounting year.

52



N
otes

53

Notes Storebrand ASA

Note 1: Group contributions from subsidiaries

NOK million 1997 1996

Storebrand Skadeforsikring AS 527.0 727.0
Storebrand Livsforsikring AS 225.0 420.0
Storebrand SPAR AS 8.0 7.0
Storebrand Investment Management AS 0.8

Total 760.0 1,154.8

Note 2: Pension costs and pension liabilities

1997 1997 1997 1996 1996 1996
Net pension costs Insured Uninsured schemes Total Insured Uninsured Total
NOK million schemes Ordinary Early retirement schemes schemes

Pension liabilities accrued -13.5 -4.8 -184.8 -203.1 -11.9 -38.1 -50.0
Interest costs -28.7 -6.5 -1.0 -36.2 -24.3 -6.4 -30.7
Expected return on pension funds 38.6 38.6 35.3 35.3

Net pension cost -3.6 -11.3 -185.8 -200.7 -0.9 -44.5 -45.4

Pension costs in respect of early pensions includes re-organisation costs of NOK 181.8 million. This amount is booked against the provision for
these costs made in the 1996 accounts.

Shown below is a reconciliation of estimated pension liabilities and pension funds with the liability booked in the company's balance sheet.

1997 1997 1997 1996 1996 1996
Net pension liability Insured Uninsured schemes Total Insured Uninsured Total
NOK million schemes Ordinary Early retirement schemes schemes

Earned pension liability -187.9 -47.4 -201.7 -437.0 -151.4 -73.8 -225.2
Estimated effect of future salary growth -18.5 -8.0 -26.5 -19.2 -5.9 -25.1

Estimated pension liability -206.4 -55.4 -201.7 -463.5 -170.6 -79.7 -250.3
Pension funds at market value 279.2 279.2 246.1 246.1

Net estimated liability/surplus 72.8 -55.4 -201.7 -184.3 75.5 -79.7 -4.2

Estimate deviation at 1 January*:
Pension funds -1.2 -1.2 -5.6 -5.6
Pension liabilities 7.2 0.0 0.2 7.4 -6.7 0.1 -6.6

Net liability as recorded in balance sheet 78.8 -55.4 -201.5 -178.1 63.2 -79.6 -16.4

* Deviations from estimate are booked against the "corridor" in accordance with Norwegian Accounting Standards,  and are not reflected in the
balance sheet or profit and loss account. (See Accounting Principles) 
Note 20 also provides a more detailed description of the pension schemes provided by Storebrand and their accounting treatment. The esti-
mated employer's contribution in respect of booked pension liabilities amounts to NOK 31.8 million and is included as part of the "Reserves for
other risks and costs" item in the balance sheet. The calculations are in respect of 690 employees.

Note 3: Remuneration of Board and Committee members and of the Auditor

NOK 1997 1996

Board of Representatives 617,171 687,500
Control Committee *) 845,500 838,416
Board of Directors 1,172,667 1,183,333
Group Chief Executive **) 1,791,603 1,775,006
Auditor's fees for audit and related control functions 1,173,785 803,350
Auditor's fees for consultancy services 2,442,355 1,258,400

**) The Control Committee covers all the Norwegian companies in the group which are required to have a Control Committee, except for
Storebrand Bank AS, which has a separate Control Committee.

**) Includes contractual benefits amounting to NOK 94,190
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Note 4: Tax charge
NOK million 1997 1996 

Profit before tax 614.0 1,131.1
+/- Permanent differences 2.3 -149.5
+/- Changes in timing differences -951.8 70.6
Application of loss carried forward -1,052.2

Tax base for the year -335.5 0.0

Note 5: Parent company’s shares in subsidsaries
Company’s No. of shares Par value Interest Book

NOK million share capital (1,000) NOK in % value

Storebrand Skadeforsikring AS 1,380.6 13,806 100 100.0% 2,559.7
Storebrand Livsforsikring AS 1,361.2 13,612 100 100.0% 1,663.6
Storebrand SPAR AS 1.2 1 1,000 100.0% 30.0
Storebrand Bank AS 75.0 75 1,000 100.0% 400.4
Storebrand Investment Management AS 15.0 15 1,000 100.0% 25.0
Storebrand Asset Management AS 5.0 5 1,000 100.0% 5.0
Storebrand Fondsforsikring AS 30 100 100.0% 29.6
Christiania Gruppen ASA 1.0 10 100 100.0% 1.0
Christiania ASA 1.0 10 100 100.0% 1.0
AS Værdalsbruket * 1.3 2 625 24.9% 0.0
Storebrand Leieforvaltning AS 10.0 100 100 100.0% 10.0

Total 4,725.3

*74.9% held by Storebrand Livsforsikring AS. Minority interests amount to 0,2%

Sale of subsidiary companies
In September 1997 Storebrand ASA sold Storebrand Finans AS to Storebrand Bank AS for NOK 95.8 million. This produced a book profit of
NOK 35.8 million. The transaction was a requirement of Storebrand Bank's licence to operate. The transaction is recorded with accounting effect
from 1 January 1997.

Note 6:  Shares and other financial investments
Share Par value No. of Interest Book Market

NOK million capital NOK shares value value

Shares and other financial investments (long term holdings)
Oslo Reinsurance Company 262.4 200 130,275 9.9 % 15.3 41.0
Other 0.7 0.7

Total shares and other financial investments (long term holdings) 16.0 41.7

Norwegian shares (short term holdings)
Bank and Insurance shares
Den Norske Bank 6,405.0 10 71,500 0.0 % 2.4 2.5
Sparebanken NOR, Primary Capital Certificates 2,569.8 100 48,950 0.2 % 11.4 12.7
Shipping shares
Bona Shipholding Ltd 28.4 1 99 341 0.4 % 9.2 7.5
Ocean Rig 47.0 1 1,213,000 2.6 % 11.0 9.8
Other 4.8 5.6
Industry and other shares
Aker RGI, A-shares 1,111.4 20 100,000 0.1 % 14.5 13.4
Aker RGI, B-shares 433.1 20 90,000 0.1 % 12.8 10.9
Elkem 985.6 20 120,000 0.2 % 12.6 12.1
Fotokjeden Click 1.0 1 153,000 15.0 % 11.3 11.2
Kverneland 89.6 10 129,400 1.4 % 16.1 15.9
Norsk Hydro 4,581.5 20 50,000 0.0 % 18.5 18.2
Norske Skogindustrier, B-shares 148.6 20 62,500 0.2 % 14.5 12.5
Northern Offshore 720.0 10 320,000 0.4 % 8.0 8.0
Orkla 987.2 25 153,000 0.3 % 84.9 98.4
SAS Norge, B-shares 235.0 10 200,000 0.4 % 22.8 20.6
Veidekke 57.0 10 85,800 1.5 % 22.2 22.1
Other 9.8 9.5

Total Norwegian shares (short term holdings) 286.8 290.9

Total foreign shares (short term holdings) 6.7 7.8

Total shares and other financial investments (short term holdings) 293.5 298.7

Equity derivatives Equity exposure Book Market
Amount value value

Share options, Norwegian shares -6.3 -0.9 -0.4
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Note 7:  Certificates and bonds
Certificates Bonds Total

Risk weight Book Market Book Market Book Market
NOK million in % value value value value value value

State or State guaranteed 0% 438.5 438.9 578.1 572.8 1,016.5 1,011.7
Local Government or Local Government guaranteed 20% 24.9 25.0 30.9 30.8 55.8 55.7
Finance and credit companies 20% 555.9 556.2 228.0 227.8 784.0 784.1
Other 100% 135.0 134.9 135.0 134.9

Short term investments 1,154.3 1,155.0 837.0 831.4 1,991.3 1,986.4

Par value : 1,947.4
Modified duration*) (years) Certificates Bonds Certificates and bonds
Norwegian 0.37 2.64 1.33 

*) Modified duration is a measure of interest rate risk. It is related to duration, which measures the weighted remaining interest fixing period.
(see Terms and Expressions)

Interest rate derivatives
Book Market

NOK million value value

Norwegian
Forward rate agreements 0.0 0.1
Interest rate futures -0.2 -0.2

Total interest rate derivatives -0.2 -0.1

Modified duration (years)  - aggregate for certificates, bonds (short term holdings) and interest rate derivatives.
Norwegian 1.39 

Note 8: Property and other operating assets
Equipment Total

Real cars
NOK million estate fittings

Acquisition cost at 1.1 11.9 148.4 160.3
Additions 80.8 80.8
Disposals at acquisition cost -11.9 -11.9
Aggregate depreciation and write-downs at 31.12 -0.7 -97.0 -97.7

Book value at 31.12 11.2 120.3 131.5

Ordinary depreciation for the year -0.1 -44.7 -44.8

Straight line depreciation periods for operating assets are as follows:
Equipment and fittings 4 years
Motor cars: 6 years
Computer systems: 3 years

Note 9: Real estate and other operating assets: Additions and disposals in last 5 years.

NOK million 1997 1996 1995 1994 1993 

Additions
Real estate 0.8 1.1
Operating assets 80.8 61.2 52.2 30.8 22.3

Total 80.8 62.0 53.3 30.8 22.3

Disposals
Real estate 0.1
Operating assets 2.7 12.9 4.1 1.8 2.5

Total 2.7 13.0 4.1 1.8 2.5
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Note 10: Deferred tax allowances and deferred tax

Temporary differences 1997 1997 1996 1996 Net
NOK million Positive Negative Positive Negative change

Securities 929.0 36.0 929.0 950.8 -914.8
Property 1.7 1.7 0.0
Operating assets 48.9 70.2 -21.3
Provisions 45.9 229.8 -183.9
Prepaid pension 78.8 63.2 -15.6
Accrued pension liabilities 256.9 79.6 177.3
Profit and loss account 25.6 32.0 6.4
Other 5.5 5.6 0.1

Total temporary differences 1,040.6 387.7 1,031.5 1,330.4 -951.8

Loss carried forward 835.0 499.5 335.5
Credit carried forward * 1,025.0 965.7 59.3

Set-off -1,040.6 -1,040.6 -1,031.5 -1,031.5 0.0

Net temporary differences 0.0 1 207.1 0.0 1,764.1 -557.0

Limitation of deferred tax allowances -1,207.1 -1,764.1 557.0

Base for balance sheet entries 0.0 0.0 0.0 0.0 0.0

*) Amount calculated to be comparable with losses carried forward. Unused credits deductible from tax total NOK 287 million (28% of credit
carried forward)

Note 11: Change in equity capital

NOK million 1997 1996

Equity at 1.1 4,849.8 3,780.8

Share capital at 1.1 1,883.6 1,882.1
New share capital (employee issue) 1.3 1.3 1.5 1.5

Share capital 31.12 1,884.9 1,883.6

Legal reserve 1.1 1,261.9 1,142.4
Employee issue 10.1 6.4
Allocation of profit 10.1 113.1 119.5

Legal reserve 31.12 1,272.0 1,261.9

Distributable reserves 1.1 1,704.3 756.3
Allocation of profit 564.0 564.0 948.0 948.0

Distributable reserves 31.12 2,268.3 1,704.3

Allocated to dividend -50.0 -70.0

Equity capital at 31.12. 5,425.2 4,849.8
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Note 12: Share classes

Storebrand ASA has two classes of shares, each of NOK 5.00 par value.

NOK Total no. Amount

Storebrand ordinary 276,983,307 1,384,916,535
Storebrand preference 100,000,000 500,000,000

Total 376,983,307 1,884,916,535

Employee share purchase arrangements
The Annual General Meeting of Storebrand ASA resolved on 13 May 1997 that the Board be empowered to increase the share capital by up to 3
million ordinary shares reserved for Storebrand employees. The subscription period was 15-24 October 1997, and the subscription price NOK 43.40
per share. 266,570 shares were issued, increasing the share capital by NOK 1,332,850. The total increase in share capital was NOK 11.4 million.

Preference shares
Preference shares can be redeemed by decision of the 1998 or 1999 Annual General Meetings.  When the question of redemption is considered
holders of preference shares will not be entitled to vote either for their preference or ordinary shares. The redemption price is fixed at NOK
11.60 per share in 1998 or NOK 11.90 in 1999.

Note 13: Bond loan

NOK million Amount Currency Interest Maturity

Storebrand ASA (raised in June 1993) 1,800.0 NOK 8.5% 2003 

Note 14: Loans and guarantees to directors and staff

NOK million Amount

Loans and guarantees to staff: 1,764.1 
Loans and guarantees to Chief Executive Officer: 1.1 
Loans and guarantees to Board and Board of Representatives: 18.2 

Note 15: Liabilities on termination or change of employment for Directors
There are no liabilities to the Chairman of the Board relating to special compensation on termination or change of his appointment.

The Chief Executive Officer, Åge Korsvold, has the benefit of a salary compensation agreement in the event that the Board of Directors request
his resignation.
The salary compensation agreement provides for two year's salary (6 month's notice period plus a further 18 months salary). 
The amount is reduced by salary or other equivalent remuneration resulting from other employment during this period.

Pension is fixed at 70% of salary at the date of departure, and pension rights are built up on a straight line basis over 19 years of service, subject to
at least five year's pensionable service.
In the case of resignation before 5 years service has accrued, pension rights are calculated on the basis of a normal period of pensionable service
of 30 years.
The pension age is 67, with the right, and at the Board's request obligation, to retire with pension from the age of 62.
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Note 16: Transactions with connected parties
No. of shares Remune- Interest rate

NOK million owned *) ration Loan at 31.12.97

Chief Executive Officer 43,882 1.8 1.1 5.30 %
Chairman of the Board 1,364 0.2 0.2 5.80 %
Other Board members 8,941 0.9 2.9 4.15-6.0 %
Control Committee 10,102 0.8 0.0

*) Includes shares owned by spouse, children or companies where the relevant person exercises such influence as specified in §1-2 of the
Norwegian Companies Act.

Share options for senior management
As part of his terms of employment the Chief Executive Officer,  Åge Korsvold, has the option to purchase up to 250,000 ordinary shares of
Storebrand ASA. The option confers the right to purchase 50,000 shares annually from 01.05.1994 to  01.05.1998, both dates included. The right
to exercise the option expires on 30.06.1999, or earlier should he leave his position with the company before that date.

Shareholders
No shareholder has a material influence, defined as voting rights at a General Meeting in respect of more than 20% of the shares.

Transactions between group companies
NOK million Amount Terms

Profit and loss account items:
Group contribution from subsidiaries 760.0
Dividends from subsidiaries 58.4
Purchase and sale of services (net) 564.9 At cost, settled monthly
Interest on internal debt (net) 11.2 6 month NIBOR/bank rate +1%
Gain on sale of Storebrand Finans AS 35.8 Consideration: NOK 95.8 million

Balance sheet items:
Long term debt within the group 718.8 6 month NIBOR
Group contribution 760.0 Settlement March/April 1998
Other intra-group receivables 93.3 Bank rate +1%

Note 17: Guarantees given

Storebrand ASA has given the following guarantees:

Currency Terms Provided in the accounts

1) Institute of London Underwriters (ILU) GBP No specified amount 0
2) Aon Norway AS NOK No specified amount 0
3) Orkla Finans AS NOK No specified amount 0

1) Counter indemnity of Oslo Reinsurance Company ASA (formerly UNI Storebrand International Insurance AS)
2) Contingent liability in respect of AS DUO which ceased trading on 07.06.1993. Liability is not specified and is considered to be immaterial.
3) Guarantee in connection with sale of Carl Kierulf & Co AS in 1993.
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Notes Storebrand Group

Note 18: Net financial income: insurance

Life Non Life Group
NOK million 1997 1996 1997 1996 1997 1996

Income from group companies 9.5 14.6 23.3 33.6
Income from real estate 603.0 658.9 64.4 90.1 667.4 749.0
Interest income - bonds 3,259.1 2,903.5 573.6 411.0 3,833.5 3,314.5
Interest income - lending 471.8 619.6 5.4 9.8 477.2 629.4
Interest income - certificates 219.0 568.1 143.7 347.8 362.7 915.9
Other interest income 130.1 218.5 62.1 65.5 192.5 284.3
Share dividends 353.7 314.9 17.4 22.1 371.1 337.0
Income from other financial assets 34.7 31.0 394.9 242.2 429.8 273.6
Reversal of valuation adjustments - financial assets 190.8 119.7 18.9 32.4 218.0 151.8
Gain on sale of securities 8,580.7 4,531.5 317.5 506.8 8,898.2 5,038.3
Gain on sale of other financial assets 37.9 50.2 1.6 19.2 39.5 69.4

Total income from financial assets 13,890.3 10,030.5 1,622.8 1,780.5 15,489.9 11,763.2

Costs arising from real estate * -139.0 -160.9 -25.8 -28.7 -164.8 -254.5
Interest costs -17.1 -88.0 -19.5 -5.0 -36.6 -24.3
Costs arising from other financial assets * -164.9 -144.7 -424.3 -267.4 -571.5 -412.4
Loss on lending -5.1 -23.5 -1.3 -20.8 -6.4 -44.3
Valuation adjustments - financial assets -16.0 -55.0 -4.1 -0.2 -29.2 -55.2
Loss on sale of securities -5,353.7 -2,832.7 -107.3 -137.8 -5,461.1 -2,970.5
Loss on sale of other financial assets -30.2 -51.4 -7.3 -14.8 -37.5 -66.2

Total costs of financial assets -5,726.0 -3,356.2 -589.6 -474.7 -6,307.1 -3,827.4

Total net income from financial assets 8,164.3 6,674.3 1,033.2 1,305.8 9,182.8 7,935.8

*) of which administration costs (see note 19) -87.6 -107.2 -15.8 -19.8 -104.4 -127.0

Note 19: Operating costs

Life Non Life Other Group
NOK million 1997 1996 1997 1996 1997 1996 1997 1996

Sales costs -257.8 -260.6 -1,011.2 -1,080.8 -2.7 -1,282.5 -1,341.4
Insurance related administration costs -355.7 -324.3 -1,127.4 -1,158.6 -1.6 -1,473.7 -1,482.8
Reinsurance commissions and share of profits 155.2 171.7 155.2 171.7

Total Insurance related operating costs -613.5 -584.9 -1,983.3 -2,067.7 -4.2 -2,601.0 -2,652.5

Operating costs arising from financial assets * -87.6 -107.2 -15.8 -19.8 -1.0 -104.4 -127.0
Operating costs arising from other activities ** -62.7 -52.9 -6.0 -416.1 -446.2 -484.8 -499.1

Total operating costs *** -763.8 -744.9 -2,005.2 -2,087.5 -421.3 -446.2 -3,190.3 -3,278.6

***) of which restructuring costs -6.0 -72.0 -43.0 -142.0 -220.0
***) of which IT costs regarding "Year 2000" -8.3 -39.2 -2.5 -50.0

*)** Operating costs related to management of financial assets in insurance activities.
**)* Operating costs of non-insurance subsidiaries.
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Note 20: Pension cost and pension liabilities

Staff pensions are provided by a group pension scheme, primarily with Storebrand Livsforsikring AS in accordance with the rules on private occu-
pational pension schemes. Pensions are payable at pension age which is 67 for executives and 65 for underwriters. The ordinary retirement age is
65, and a retirement pension equivalent to 70% of pensionable salary becomes payable on retirement. Pension benfits form a part of the group
collective employment terms applicable to employment by Storebrand ASA. Early retirees are defined as those who retire before reaching 65 years
of age. 

Pension costs and pension liabilities are treated for accounting purposes in accordance with the accounting standards for pension costs issued by
the Norwegian Accounting Standards Foundation (see also Accounting principles). Both insured and uninsured schemes are treated as benefits
plans. The following assumptions have been used in the calculations:

Financial assumptions:
- Return on pension fund 8.0%
- Discount rate 7.0%
- Annual earnings growth 3.0%
- Expected adjustment of Social Security Fund's base amount (G) 3.0%
- Annual pension increase 2.5%
- Average rate of employers' contributions 13.5%

Actuarial assumptions:
- Standardised assumptions on mortality/disability and other demographic factors as produced by the Norwegian Insurance Association.
- Average employee turnover rate of 2-3% of entire workforce.
- Linear earnings profile

The calculations apply to 4,344 employees and 1,949 pensioners.
Net accrued pension costs are shown in the table below.

1997 1997 1997 1996 1996 1996
Net pension cost Insured Uninsured Total Insured Uninsured Total
NOK million scheme Ordinary Early retirement scheme Ordinary Early retirement

Pension liabilities accrued -86.4 -25.0 -250.1 -361.5 -79.9 -25.5 -38.3 -143.7
Interest costs -181.7 -34.3 -2.6 -218.6 -158.3 -32.3 -2.6 -193.2
Expected return on pension funds 245.4 245.4 229.9 229.9

Net pension cost -22.7 -59.3 -252.7 -334.7 -8.3 -57.8 -40.9 -107.0

Pension costs in respect of early pensions includes re-organisation costs of NOK 236 million. This amount is booked against the provision for
these costs in the accounts.

Estimated liability
Shown below is a reconciliation of the estimated pension liabilities, and the pension funds held in respect of these, to the liability booked in the
balance sheet:

1997 1997 1997 1996 1996 1996
Net pension liability Insured Uninsured Total Insured Uninsured Total
NOK million scheme Ordinary Early retirement scheme Ordinary Early retirement

Earned pension liability -2,534.3 -450.5 -264.8 -3,249.6 -2,163.8 -445.8 -60.3 -2,669.9
Estimated effect of future salary growth -266.6 -79.2 -345.8 -295.3 -61.2 -356.5

Estimated pension liability -2,800.9 -529.7 -264.8 -3 595.4 -2,459.1 -507.0 -60.3 -3,026.4
Market value of pension funds 3,312.0 3 312.0 3,131.6 3,131.6

Net estimated pension liability/surplus 511.1 -529.7 -264.8 -283.4 672.5 -507.0 -60.3 105.2

Under-funding as per company accounts 2.1 -2.1

Estimate deviation at pr. 1.1.*:
Pension funds -14.2 -14.2 -75.7 -75.7
Pension liabilities 102.8 1.1 2.9 106.8 -100.4 1.4 -99.0

Net pension liability as per balance sheet 599.7 -528.6 -261.9 -190.8 498.5 -507.7 -60.3 -69.5

* Deviations from estimate are booked against the "corridor" in accordance with Norwegian Accounting Standards, and are not reflected in the
balance sheet  or profit and loss account. (See Accounting Principles).

The net pension liability shown in the balance sheet includes early pensions arising from reorganisation of NOK 233.6 million.
The estimated employer's contribution in respect of booked pension liabilities amounts to NOK 100 million and is included in the balance sheet
under 'Reserves for other risks and costs'.
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Note 21: Depreciation of goodwill in subsidiaries

Owned Deprec. Deprec. Deprec.
NOK million by 1997 1996 rate

Försäkringsaktiebolaget Storebrand Sverige Non-life -2.8 -5.9 10%
Aktuar Consult AS Life -0.8 20%
Aktuar Systemer AS Life -1.8 20%
Storebrand SPAR AS SB ASA -2.5 20%

Total - -4.6 -9.2 -

Note 22: Auditors' fees

Fees for audit and other control functions on a group basis amounted to NOK 5,125,974, whilst fees to the auditors for consultancy services
amounted to NOK 2,778,830.

Note 23: Group profit by business area

NOK million 1997 1996 

Storebrand Skadeforsikring Group 684.4 1,043.2
Storebrand Livsforsikring Group 562.0 567.7
Storebrand SPAR Group 11.9 9.7
Storebrand Bank Group -0.7 37.6
Storebrand ASA 614.0 1,131.1
Other companies -5.2 -17.2
Netting on consolidation -854.0 -1,518.2

Total 1,012.4 1,253.9

Note 24:  Profit of Storebrand Livsforsikring AS

The total operating profit of Storebrand Livsforsikring AS, which is shared between policyholders, equity and tax amounted to NOK 4,353.8 mil-
lion. NOK 2,796.8 million is allocated to policyholders, whilst NOK 1,000 million is allocated to conditional reserves for the benefit of policyhold-
ers. NOK 225 million and NOK 192 million are allocated to group contribution and dividend respectively, and NOK 140 million is retained in
Storebrand Livsforsikring AS. In the group profit and loss account the Storebrand Livsforsikring Group accounts for NOK 562 million.

Note 25: Taxation

NOK million 1997 1996 

Profit before tax 1,017.6 1,166.0

Tax payable -12.0 -50.7
Deferred tax - net change 71.3

Tax expense 59.3 -50.7
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Note 26: Intangible assets in subsidiaries

Owned Intangible assets
NOK million by 1997 1996

Försäkringsaktiebolaget Storebrand Sverige (goodwill) Non-life 2.8
Aktuar Systemer AS Life 7.1
Storebrand Filipstad AS (property rights) Nybygg AS 46.8 47.4

Total 53.9 50.2

Note 27: Real Estate
Geographic distribution Book Sq. metres %age

value let

Vika/Filipstad 2,764.8 191,609 99.8%
Oslo - other 1,456.2 154,675 98.7%
Shopping centres (all locations) 3,612.3 318,938 97.9%
Bergen, Stavanger and Trondheim 462.6 47,922 94.7%
Norway - other 696.3 88,692 95.8%
Sweden 11.6 2,345 100.0%

Total life and non life activities 9,003.8 804,181 98.0%

Other companies 75.6

Total 9,079.4

By area Sq.metres
Offices 312,754
Garages 148,958
Commercial 267,930
Warehousing 74,539

Total 804,181



Note 28: Shares and other financial investments
Share Par Number of Interest Book Market

NOK million capital value shares held value value

Shares and other financial investments (long term holdings)
Oslo Reinsurance Company 262.4 200 130,275 9.9 % 15.3 41.0
Other 13.6 13.7

Total shares and other financial investments (long term holdings) 28.9 54.7

Norwegian shares and other financial investments (short term holdings)

Bank and Insurance shares
Christiania Bank og Kreditkasse 3,854.8 7 5,752,725 1.0% 110.6 174.3
Den norske Bank 6,405.0 10 5,162,500 0.8% 143.3 182.2
Fokus Bank 722.6 11 1,250,000 1.9% 82.7 85.6
Romsdals Fellesbank 104.5 50 190,317 9.1% 8.7 33.3
Sparebanken NOR, Primary Capital Certificates 2,569.8 100 159,350 0.6% 37.8 41.4

Shipping shares
Bergesen D.Y. A-shares 132.7 2.5 651,380 0.9% 143.7 113.7
Bergesen D.Y. B-shares 56.7 2.5 1,328,593 1.8% 177.3 229.8
Bona Shipholding 28.4 1 725,704 2.6% 66.6 54.4
Bonheur 57.5 5 298,295 2.6% 147.1 125.3
Det Søndenfjelds-Norske Dampskibselskap 31.7 1 512,000 1.6% 75.8 80.4
Fred Olsen Energy 1,160.0 20 1,118,950 1.9% 179.5 171.8
Frontline 133.7 1 2,464,300 1.8% 85.8 73.9
Ganger Rolf 45.8 5 161,680 1.8% 82.0 67.9
Jahre Tankers 130.0 20 580,000 8.9% 30.2 23.2
Leif Høegh & Co 60.0 2 1,540,850 5.1% 170.8 238.8
Ocean Rig 357.9 1 12,995,500 3.6% 112.1 105.3
Prosafe 162.9 10 1,728,693 10.6% 191.1 276.6
Smedvig, A-shares 81.8 3 677,760 1.6% 77.6 105.4
Smedvig, B-shares 41.5 3 408,500 1.0% 58.1 63.3
Storli, A-shares 148.7 10 572,604 2.6% 58.7 73.3
Storli, B-shares 69.7 10 565,600 2.6% 50.0 70.7
Wilh, Wilhelmsen, A-shares 49.7 5 126,700 0.9% 23.7 39.3
Wilh, Wilhelmsen, B-shares 22.7 5 541,522 3.7% 71.1 165.2
Other 54.8 63.9

Industrial and other shares
Aker Maritime 283.6 5 747,100 1.3% 104.0 119.5
Aker RGI, A-shares 1,111.4 20 2,326,636 3.0% 257.3 311.8
Aker RGI, B-shares 433.1 20 355,120 0.5% 39.1 43.0
Ark 36.2 2.5 160,000 1.1% 14.6 14.0
Braathens Safe 32.2 1 1,205,755 3.7% 62.6 89.8
Choice Hotel Scandinavia 4.0 0.1 1,087,500 2.7% 26.3 26.9
Dagbladet 14.9 20 125,154 10.4% 23.9 71.3
Dyno Industrier 511.7 20 367,500 1.4% 58.1 52.4
Eiendomsspar 445.0 50 330,000 3.7% 35.1 71.6
Elkem 985.6 20 1,289,200 2.6% 137.6 129.6
Elkjøp 71.6 10 62,650 0.9% 17.0 17.2
Glamox 64.0 100 80,939 12.6% 30.6 28.3
Glava 96.0 100 96,574 10.1% 30.2 45.1
Gresvig 37.5 5 1,009,700 13.5% 97.2 89.9
Hafslund, A-shares 68.3 1 2,967,752 2.6% 93.9 132.1
Hafslund, B-shares 47.2 1 700,300 0.6% 29.5 24.7
Hansa 21.5 10 322,500 15.0% 21.5 21.5
Helikopter Service Group 233.6 11.5 661,800 3.3% 51.0 58.6
Hitec 36.3 1 736,650 2.0% 24.0 30.6
Håg 95.6 10 515,200 5.4% 36.2 33.5
Jøtul 58.2 20 363,600 12.5% 38.9 37.5
Kongsberg Gruppen 120.0 5 499,300 2.1% 36.1 38.4
Kverneland 89.6 10 834,070 9.3% 111.6 102.6
Kværner 421.2 12.5 778,440 1.8% 209.9 293.1
Kværner, B-shares 120.6 12.5 174,160 0.4% 46.1 60.3
Merkantildata 76.0 5 836,600 5.5% 123.4 216.7
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Note 28: Shares and other financial investments
Share Par Number of Interest Book Market

NOK million capital value shares held value value

Netcom 23.6 0.5 867,602 1.8% 69.7 158.8
Norsk Fitness 1.1 1 165,000 15.0% 16.5 20.6
Norsk Hydro 4,581.5 20 2,895,035 1.3% 878.0 1,050.9
Norsk Vekst 600.0 90 171,900 2.6% 21.5 40.1
Norske Skogindustrier, A-shares 558.9 20 311,733 0.9% 74.5 66.9
Norske Skogindustrier, B-shares 148.6 20 985,177 2.8% 204.7 197.0
Northern Offshore 720.0 10 2,175,000 3.0% 54.4 54.4
Norway Seafoods 350.3 5 930,000 1.3% 35.5 21.2
Nycomed. B-shares 167.5 4 101,600 0.1% 15.8 18.3
Nydalens Compagnie 184.8 10 1,300,000 7.0% 44.2 74.8
Olav Thon Eiendomsselskap 119.0 10 269,700 2.3% 46.5 63.1
Orkla 987.2 25 2,764,483 5.6% 791.0 1,777.6
P4 Radio Hele Norge 32.1 2 250,000 1.6% 16.3 16.3
Petr, Geo-Services 179.6 5 1,064,950 3.0% 365.2 504.8
Provida 13.1 2 479,800 7.3% 39.6 45.1
Rieber & Søn 398.2 30 392,911 1.5% 23.8 84.5
Saga Petroleum, A-shares 1,538.0 15 1,992,850 1.5% 175.9 254.1
Saga Petroleum, B-shares 512.6 15 808,600 0.6% 64.7 91.0
SAS Norge ASA, B-shares 235.0 10 2,005,326 4.3% 167.7 206.5
Scana Industrier 26.6 1.25 1,258,289 5.9% 44.7 50.3
Schibsted 69.3 1 1,640,900 2.4% 155.8 210.0
Seateam Technology 2.7 0.25 379,100 3.5% 50.7 52.1
Selmer 278.2 12.5 1,831,828 8.2% 88.8 131.0
Steen & Strøm 27.9 1 4,145,953 14.9% 243.1 435.3
Tandberg 17.5 2 593,000 6.8% 56.7 94.3
Tandberg Data 103.5 3 1,365,300 4.0% 102.3 117.4
Tandberg Television 58.3 2 1,453,400 5.0% 91.3 127.9
Telenor Venture 100.0 1000 14,063 14.1% 30.0 48.5
Tomra Systems 161.1 4 335,300 0.8% 57.2 55.2
Ulstein Holding 214.1 10 268,700 1.3% 26.9 31.4
Union, A-shares 7.0 10 56,020 5.6% 15.5 53.2
Veidekke 57.0 10 699,700 12.3% 140.7 180.5
Other 167.9 327.6

Equity fund units
Storebrand Aksje Innland 18,143 270.7 274.8
Storebrand Global 95,958 96.2 102.7
Other 0.2 0.3

Total Norwegian shares and other financial investments (short term holdings) 8,739.0 11,857.2

Foreign shares (short term holdings) No. of Book Market- No. of Book Market
shares value value Shares value value

Australia Sweden
Broken Hill Proprietary 335,000 23.9 22.9 Addum 168,330 16.1 15.6
News Corporation 390,000 14.8 15.9 Asea Brown Boveri A 260,000 20.5 22.7
Canada Astra, A 1,205,333 135.7 154.1
BCE 88,516 20.9 21.2 Atlantic Container Line 571,450 59.4 162.9
Northern Telecom 38,112 27.1 24.9 Duni Holding 90,190 25.3 26.2
Seagram 70,138 16.4 16.7 Elektrokoppar Holding 163,090 15.0 15.1
Denmark Ericsson, B 458,000 122.5 127.1
D/S 1912, B-shares 49 15.4 16.7 Hennes & Mauritz, B 82,500 14.7 26.8
Danisco 60,000 19.6 24.6 Nobia 176,687 17.3 16.4
Københavns Lufthavne 20,000 15.7 17.8 Nordstrøm & Thulin 2,454,500 49.4 40.4
Novo-Nordisk, B-shares 32,500 21.7 34.3 Volvo. B 252,440 39.5 50.0
PSE 136,054 14.6 14.7 Germany
Sabroe Holding 119,037 21.1 20.5 BASF 147,080 32.7 38.5
Teledanmark, B-shares 40,000 14.9 18.3 Bayer 79,081 15.1 21.8
Finland Daimler Benz 56,382 22.9 29.2
Gws Perlos 458,404 16.0 15.5 Karstadt 11,716 30.5 29.5
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Note 28: Shares and other financial investments
Foreign shares (short term holdings) No. of Book Market- No. of Book Market

shares value value Shares value value

Metsa Specialty Chemicals 119,391 16.7 16.2 Linde 6,683 33.2 30.1
Nokia, A-shares 150,000 77.9 78.7 Mannesmann 12,375 38.5 46.2
Nokia 50,000 28.1 26.4 Phil.Holzmann 6,500 15.6 12.3
UPM-Kymmene 110,000 15.3 16.2 Sap 12,100 21.8 29.2
France Siemens 102,913 39.2 45.0
Alcatel Alsthom 32,761 27.2 30.7 Veba 59,699 24.3 30.0
Danone 21,666 21.5 28.6 Viag 7,433 23.2 29.6
Elf Aquitaine 53,522 48.5 46.0 Volkswagen 15,000 32.6 47.5
Generale Des Eaux 31,326 21.8 32.3 USA
Lagardere 95,188 19.7 23.2 Abbott Laboratories 79,755 33.5 38.5
LVMH 23,796 33.2 29.2 Airtouch Communication 88,033 20.1 26.9
Michelin 78,720 30.3 29.3 Alcoa 45,390 26.3 23.5
Peugeot 51,932 41.3 48.3 Amer T & T 179,877 48.6 81.0
Rhone Poulenc 139,399 41.7 46.1 American Home Products 63,452 34.3 35.7
Total 39,107 31.8 31.4 Amoco 59,964 36.8 37.5
Unibail 31,132 20.4 22.9 Anheuser Busch 57,664 17.8 18.7
Usinor 147,452 21.3 15.7 Applied Materials 58,889 14.9 13.0
Hong Kong Atlantic Richfield 42,703 24.2 25.2
Cheung Kong Holdings 350,000 16.4 16.9 Bell Atlantic 76,705 49.9 51.3
China Light & Power Holdings 400,000 15.5 16.3 Bellsouth 99,157 39.2 41.1
Cosco Pacific 3,550,000 23.1 21.2 Boeing 111,065 40.2 40.0
Hutchison Whampoa 614,000 25.7 28.3 Boston Scientific 108,990 42.8 36.8
Swire Pacific 500,000 21.4 20.2 Bristol Myers Squibb 100,956 43.4 70.3
Italy Burlington Northern Santa Fe 22,066 14.7 15.1
Benetton Group 250,000 25.7 30.0 Cabletron Systems 217,970 53.9 24.0
ENI 1,378,917 49.8 58.1 Campbell Soup 52,472 21.5 22.4
Mediaset 821,645 26.2 30.0 Carnival 43,945 17.0 17.9
Japan Caterpillar 65,210 24.7 23.3
Ajinomoto 455,000 28.6 32.7 CBS 104,200 22.4 22.6
ASAhi Glass 456,000 28.8 16.0 Cendant 72,126 16.7 18.2
Bridgestone 128,000 19.0 20.5 Chevron 52,628 30.3 29.8
Canon 343,000 50.4 59.1 Chrysler 77,286 20.0 20.0
Dai Nippon Printing 142,000 17.1 19.7 Cisco Systems 125,443 37.0 51.4
Denso 164,000 21.1 21.8 Coca Cola 242,330 104.8 118.7
East Japan Railway 800 22.4 26.7 Colgate Palmolive 200,283 66.6 108.3
Fanuc 55,000 15.1 15.4 Columbia  Healthcare 94,772 24.9 20.6
Fidelity Japanese Values 2,300,000 22.3 7.2 Computer Associates Intl 67,020 17.5 26.1
Fuji Photo Film 213,000 48.9 60.3 Conagra 63,064 16.9 15.2
Fujitsu 315,000 24.1 25.0 Cruise Holdings 375,000 23.2 13.8
Hitachi 1,023,000 57.6 53.9 Dominion Resources 64,329 18.1 20.1
Honda Motor 328,000 68.1 89.0 Dow Chemical 37,248 27.0 27.8
Ito-Yokado 95,000 30.8 35.8 Duke Energy 41,981 15.7 17.1
Kirin Brewery 496,000 33.4 26.7 Dupont (E.I.) De Nemours 120,692 46.1 53.3
Kubota 598,000 18.4 11.7 Eastman Kodak 44,430 18.8 19.9
Kyocera 42,000 16.8 14.1 Electronic Data Systems 81,989 24.6 26.5
Matsushita Communic,Industrial 110,000 22.6 21.7 EMC 75,626 16.0 15.3
Matsushita Electric Industrial 310,000 34.2 33.5 ESG Re 118,182 15.5 16.3
Mitsubishi Corp 619,000 42.4 36.1 Exxon 244,209 94.7 109.9
Mitsubishi Estate 205,000 16.2 16.5 First Data 585,191 128.1 125.9
Mitsubishi Heavy Industries 554,000 24.1 17.1 Gannett 68,487 21.3 31.1
Mitsui Corp 409,000 21.0 17.9 General Electric 331,313 137.6 178.8
Mitsui Fudosan 532,000 39.0 38.0 General Motors 94,867 37.2 42.3
NEC 536,000 49.0 42.2 Genlyte Group 359,200 33.0 46.9
NTT 1,964 127.3 124.6 Genuine Parts 79,030 18.6 19.7
Rohm 67,000 47.9 50.5 Gillette 59,499 34.6 43.9
Secom 42,000 18.1 19.8 Heinz(H.J)Co 38,402 15.6 14.4
Sharp 325,000 15.3 16.5 Hewlett-Packard 128,064 54.0 58.9
Shin-Etsu Chemical 227,000 30.5 32.0 Home Depot 87,963 26.8 38.1
SMC 32,400 19.8 21.1 IBM 100,907 82.3 77.6
Sony 148,000 77.0 97.3 Intel Corp 173,972 95.9 89.9
Sumitomo Electric 293,000 31.8 29.5 International Paper 59,637 19.4 18.9
Taisei 702,000 21.6 8.5 J. C. Pennyco 38,013 15.7 16.9
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Note 28: Shares and other financial investments
Foreign shares (short term holdings) No. of Book Market- No. of Book Market

shares value value Shares value value

Takeda Chemical 131,000 18.4 27.6 Johnsen & Johnsen 123,724 48.2 59.9
Terumo 200,000 22.7 21.8 Kimberly-Clark 62,452 21.5 22.6
Toyota Motor 410,000 76.3 86.9 Kroger 264,123 39.8 71.7
Yamanouchi Pharm 226,000 42.8 35.8 Lilly (Eli) & Co 117,134 39.6 60.0
Liberia Loews 113,485 71.6 88.6
Royal Caribbean Cruises 696,100 215.4 265.2 Lucent Technologies 67,046 34.6 39.4
Luxembourg May Department Stores 37,803 15.1 14.6
Stolt-Nielsen, B-shares 1,208,700 149.2 199.4 Mc Donalds 80,014 25.9 28.1
Netherlands Merck & Co 249,737 166.1 195.1
Dsm 23,121 14.6 15.6 Metromedia Intl Group 794,951 60.6 55.5
Getronics 114,318 28.0 26.9 Microsoft 126,541 105.3 120.3
Heineken 29,729 34.8 38.2 Minnesota Mng & Mfg 47,963 33.3 28.9
Philips Electronics 66,659 24.4 29.5 Mobil 92,899 42.3 49.3
Unilever, cert. 149,307 55.9 67.9 Monsanto 71,554 23.3 22.1
VNU 249,159 36.6 51.9 Motorola 81,528 35.3 34.2
Singapore Mt Investors, A-shares 50,000 32.5 36.8
Singapore Airlines, Free shares 455,000 24.9 21.8 Nabisco Hldg 217,980 67.1 77.6
Singapore Press Holdings, Free shares 150,000 15.7 13.8 Nike Inc B 61,242 23.9 17.7
Spain Norex America 2,214,500 30.6 333.9
Iberdrola 300,617 23.3 29.2 Oracle 115,704 24.1 19.0
Pryca 145,000 16.7 15.9 Pfizer 134,323 47.6 73.7
Repsol 142,059 34.0 44.7 Philip Morris 519,589 141.2 173.1
Telefonica De Espana 133,330 29.0 28.1 Phillips Petroleum 163,485 58.9 58.5
Great Britain Procter & Gamble 129,785 55.8 76.2
Allied Domecq 465,075 21.9 29.7 Rite Aid 40,333 19.7 17.4
BP 773,669 64.6 75.7 Sara Lee 55,573 21.3 23.0
British Land 428,503 25.6 35.0 SBC Communications 90,802 47.3 48.9
British Telecom 486,966 27.8 28.2 Schering-Plough 63,663 28.5 29.1
BTR 866,639 22.8 19.4 Sears Roebuck & Co 59,137 20.2 19.7
Cookson Group 1,174,026 28.0 28.1 Sonat 50,112 16.0 16.9
Diageo 860,618 47.3 58.3 Southern 90,958 15.2 17.3
General Electric 691,060 26.9 33.1 Sprint 56,315 23.1 24.3
Glaxo Wellcome 444,647 45.6 77.7 Texas Instruments 366,113 119.3 121.2
Granada 280,000 28.2 31.6 Texas Utilities 54,575 15.8 16.7
Inchcape 724,042 19.8 14.3 Time Warner 63,504 26.6 29.0
Marks & Spencer 849,793 49.5 61.9 Transocean Offshore 140,000 23.0 46.6
Nycomed Amersham, A-shares 1,992,108 433.4 554.8 Union Pacific 32,042 14.6 14.7
Nycomed Amersham, B-shares 424,241 103.0 113.7 United Technologies 30,243 17.0 16.2
P & 0 365,397 24.9 30.8 Viacom Inc -Cl «B» 68,323 15.4 20.8
Powergen 457,279 36.4 44.0 Wallgreen 91,291 21.9 21.1
Rank Group 720,384 30.9 29.7 Walmart Stores 240,102 49.7 69.6
Reed Int, 400,000 24.3 28.2 Walt Disney Holding 76,947 40.0 56.1
Rio Tinto 329,284 32.5 30.0 Warner-Lambert 24,695 21.1 22.5
Rolls-Royce 866,639 22.0 24.8 Waste Mangement 106,845 20.7 21.6
Rurik Investment Limited 3,700,000 25.4 57.0 Worldcom 103,060 25.4 22.9
Sainsbury 1,008,981 43.9 62.4 Xerox 48,688 27.4 26.4
Shell Transp & Trad 1,731,891 70.4 93.0 Other 1,781.7 1 964.9
Smithkline Beecham Group 355,349 27.7 26.9 Equity fund units
Storehouse 1,083,299 29.2 31.1 Apax Uk V-B 61 63.6 77.0
United Utilities 318,704 20.5 30.2 Esg Partners  100 15.6 16.3
Vodafone 585,005 15.0 31.2 Head Insurance Investors 125 81.1 92.2
Whitbread 399,980 38.3 43.5 Storebrand Asia 85,676 84.0 48.6
Zeneca 119,032 22.1 31.2 Storebrand Europa 92,714 92.8 140.9
Switzerland Storebrand Scudder Evf A 166,667 208.2 229.2
Alusuisse 6,066 37.2 43.0 Storebrand Scudder Evf B 15,148 14.4 19.1
Nestle 8,337 82.9 92.2 Storebrand USA 95,499 96.8 155.1
Novartis 9,076 100.5 108.6 Wand Partners 24 17.9 17.9
Roche GS 1,091 71.2 79.9 Zenit 4,416 39.2 69.5
Schindler 2,945 25.5 22.6 AOther 21.0 21.9

Total foreign shares and other financial investments (short term holdings) 11,906.4 13 840.4

Total shares and other financial investments (short term holdings) 20,645.4 25 697.6
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Note 28: Shares and other financial investments
Equity derivatives Equity exposure Book Market

No. of shares Amount value value

Share options, Norwegian shares
Norsk Hydro -114,650 -41.4 -5.0 -2.9
Other -0.2 -0.3

Total share options, Norwegian shares -114,650 -41.4 -5.2 -3.2

Share options, foreign shares 2.3 0.2 1.0
Stock index futures, foreign shares 608.4 6.8 6.8

Equity derivatives, foreign shares 610.7 7.0 7.8

Note 29: Certificates and bonds

Certificates Bonds Total
Risk weight Book Market Book Market Book Market

NOK million in % value value value value value value

Norwegian
State/state guaranteed 0% 2,141.9 2,141.5 16,575.8 16,527.5 18,717.6 18,669.0
Local government/local government guaranteed 20% 299.8 299.8 988.7 983.5 1,288.5 1,283.3
Finance and credit institutions 20% 4,364.4 4,366.5 6,852.3 6,816.1 11,216.8 11,182.7
Other 100% 185.0 184.9 762.6 825.3 947.6 1,010.2

Foreign
State/state guaranteed 0% 11,605.1 11,953.1 11,605.1 11,953.1
Local government/local government guaranteed 20% 27.6 27.6 27.6 27.6
Finance and credit institutions 20% 59.8 59.8 435.9 457.7 495.7 517.4
Other 100% 1,107.8 1,203.6 1,107.8 1,203.6

Total 7,078.5 7,080.1 38,328.1 38,766.8 45,406.6 45,846.9

Par value 43,136.3

Modified duration*) in years Certificates Bonds Certificates and Bonds

Norwegian 0.4 2.7 2.2
Foreign 0.2 5.1 5.1

*) Modified duration is a measure of interest rate risk. It is related to duration, which measures the weighted remaining interest fixing period.
(see Terms and Expressions)

Interest rate derivatives
Book Market

NOK million value value

Norwegian
Forward rate agreements -4.9
Interest rate futures -6.9 -6.9
Interest rate swaps 0.4 6.1
Interest rate options

Foreign
Forward rate agreements 13.6
Interest rate futures -11.0 -11.0

Total interest rate derivatives -17.5 -3.1
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Modified duration (years) - aggregate for certificates, bonds (short term holdings) and interest rate derivatives.
Norwegian 2.4
Foreign 6.8

Bonds to be held to maturity

Par Purchase Book Market Unrealised Unrealised
NOK million value cost value value profit loss

Norwegian government bonds 5,702.3 6,155.0 6,017.2 6,536.3 519.1
Private company debt instruments 7,097.0 6,902.5 6,946.1 7,352.5 406.9 -0.5
Other debt instruments 5,584.4 5,593.8 5,590.4 5,938.6 349.9 -1.7

Total portfolio 18,383.7 18,651.3 18,553.7 19,827.4 1,275.9 -2.2

Modified duration in years 4.2

Remaining term *)

Book
NOK million value

Up to 1 year
from 1 to 5 years 9,699.7
from 6 to 10 years 8,853.9

Total 18,553.7

*) to maturity adjusted for expected redemptions/instalments

Note 30. Currency
On balance sheet Forwards Net position

Long Short Net Net In currency NOK
Mill. position position book sold

ATS 2.8 -16.6 -13.8 -18.0 4.2 2.5
AUD 67.3 -2.6 64.7 58.3 6.5 31.1
BEF 1,547.1 -7.9 1 539.2 1,450.0 89.2 17.7
CAD 150.1 -5.3 144.8 141.1 3.7 19.1
CHF 79.8 -0.3 79.6 62.9 16.7 84.3
DEM 499.3 -2.0 497.3 481.5 15.8 65.0
DKK 1,162.8 -23.6 1,139.3 1,092.0 47.3 50.9
ECU 2.6 -0.8 1.9 -1.2 3.1 24.8
ESP 12,770.2 -62.8 12,707.5 11,999.0 708.4 34.3
FIM 221.1 -6.1 215.0 202.0 13.0 17.6
FRF 365.5 -10.3 355.2 312.0 43.2 53.0
GBP 243.2 -13.7 229.5 221.2 8.3 100.9
HKD 158.4 -14.6 143.8 129.3 14.5 13.8
IDR 5,346.0 5,346.0 5,346.0 7.0
IEP 0.2 -0.3 -0.1 -0.1 -0.5
ITL 386,496.8 -492.1 386,004.7 367,906.6 18,098.1 75.5
JPY 40,140.2 -97.6 40,042.6 37,759.1 2,283.5 129.4
KRW 132.4 -1.6 130.9 130.9 0.6
MYR 2.9 -1.3 1.5 1.5 0.0 0.1
NLG 88.1 -3.1 85.0 70.6 14.4 52.4
PHP 13.9 13.9 13.9 2.5
PTE 407.4 -0.6 406.8 337.0 69.8 2.8
SEK 2,184.1 -310.9 1,873.3 1,851.2 22.1 20.5
SGD 11.1 11.1 8.7 2.4 10.4
THB 16.0 16.0 16.0 2.5
USD 1,795.4 -306.8 1,488.6 1,416.9 71.6 526.5

Total 1,344.6
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Note 31: Financial derivatives
The concepts applied in the following tables are set out in the following section.

Nominal volume
Financial derivative contracts are related to underlying amounts which are not recorded in the balance sheet. In order to quantify a derivative po-
sition, reference is made to underlying concepts such as nominal principal, nominal volume, etc. Nominal volume is arrived at differently for dif-
ferent classes of derivative, and gives an indication of the size of the position and risk the derivative creates. Gross nominal volume principally in-
dicates the size of the exposure, whilst net nominal volume gives an indication of the risk exposure. However nominal volume is not a measure
which necessarily provides a comparison of the risk represented by different types of derivative. 

Long positions and short positions
A long position in a share derivative produces a gain in value if the share price increases. For interest rate derivatives, a long position produces a
gain if interest rates fall, as is the case for bonds. A long position in a currency derivative produces a gain if the currency strengthens against the
NOK .The gap between long and short positions is taken into account in calculating the total net nominal volume, whereas gross total nominal
volume takes no account of the result for a particular instrument of a long versus a short position.

Average gross nominal volume
The average figures are based on daily calculations of gross nominal volume.

Credit equivalent amounts
Credit equivalent amounts are intended to give a measure of the credit risk associated with financial derivatives. In general the credit risk is seen
as being limited, since either stock exchange listed and cleared contracts or contracts with well known financial institutions are employed. Credit
equivalent values represent the weighted volume of currency and interest rate agreements for the purposes of capital adequacy calculations,
where gross nominal volume is taken into account.

Summary
Nominal volume Credit Book Market

Gross Average Net equivalent value value
NOK million amount

Share options 132.2 385.1 -115.6 -5.0 -2.1
Stock index futures 608.4 195.7 608.4 6.7 6.7

Total share derivatives 740.7 580.7 492.8 1.7 4.6

Forward rate agreements 35,719.3 32,085.6 -7,661.2 5.2 8.7
Interest rate futures 5,487.5 4,662.1 5,310.3 -18.0 -18.0
Interest rate swaps 679.8 924.9 479.8 2.2 0.4 6.1
Interest rate options 1,210.6

Total interest rate derivatives 41,886.6 38,883.3 -1,871.1 7.5 -17.5 -3.1

Forward foreign exchange contracts 34,861.9 26,743.9 -24,938.6 107.5 40.4 -408.2

Total currency derivatives 34,861.9 26,743.9 -24,938.6 107.5 40.4 -408.2

Total derivatives 77,489.1 66,207.9 -26,316.9 115.0 24.6 -406.7

Specification

Share options Gross Book Market
nominal value value

NOK million volume

Norwegian options - sold 109.0 -5.2 -3.2
Foreign options - bought 8.3 0.4 1.2
Foreign options - sold 14.9 -0.2 -0.2

Total share options 132.2 -5.0 -2.1
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Stock index futures
Gross Book Market Realised 

nominal value value on open
NOK million volume contracts

Foreign stock index futures 608.4 6.7 6.7 11.9

Total stock index futures 608.4 6.7 6.7 11.9

FRA
Gross Book Market

nominal value value
Currency volume

NOK 24,750.0 -4.9
SEK 10,969.3 13.6

Total FRA 35,719.3 8.7

Interest rate futures
Gross Book Market Realised

nominal value value on open
Currency volume contracts

NOK 2,210.7 -6.9 -6.9 4.8
AUD 135.3 -1.9 -1.9 2.4
DEM 1,177.9 -7.8 -7.8 6.8
JPY 1,875.1 -1.4 -1.4 3.9
USD 88.6 0.0 0.0 -0.6

Total interest rate futures 5,487.5 -18.0 -18.0 17.4

Interest rate swaps
Gross Book Market

nominal value value
Currency volume

NOK 679.8 0.4 6.1

Total interest rate swaps 679.8 0.4 6.1
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Forward foreign exchange contracts
Sale Purchase Net sale

Currency Contract Currency Contract Currency Contract Market value
Million amount value NOK amount value NOK amount value NOK 31.12.97

ATS 18.0 10.5 -18.0 -10.5
AUD 60.8 291.7 2.5 12.0 58.3 279.7 -0.8
BEF 1,450.0 288.4 1,450.0 288.4 -2.6
CAD 153.8 789.7 12.7 66.1 141.1 723.7 -4.0
CHF 62.9 317.6 62.9 317.6 -2.2
DEM 481.5 1,975.3 481.5 1,975.3 -11.9
DKK 1,117.0 1,205.8 25.0 27.0 1,092.0 1,178.9 -6.8
ECU 1.2 9.7 -1.2 -9.7
ESP 12,390.0 600.1 391.0 18.9 11,999.0 581.1 -5.6
FIM 212.0 287.5 10.0 13.6 202.0 274.0 -1.1
FRF 323.0 396.8 11.0 13.5 312.0 383.3 -3.1
GBP 266.6 3,239.5 45.4 552.3 221.2 2,687.2 -54.5
HKD 199.3 189.1 70.0 66.5 129.3 122.6 -10.3
ITL 369,806.6 1,543.5 1,900.0 7.9 367,906.6 1,535.6 -10.0
JPY 43,659.1 2,473.4 5,900.0 335.2 37,759.1 2,138.1 16.1
MYR 13.0 24.5 11.5 21.7 1.5 2.8 1.8
NLG 71.9 261.6 1.3 4.6 70.6 257.0 -3.3
PTE 337.0 13.6 337.0 13.6
SEK 1,911.2 1,776.7 60.0 55.8 1,851.2 1,720.9 0.9
SGD 10.1 44.0 1.4 6.1 8.7 37.9 0.5
USD 1,933.0 14,269.5 516.1 3,828.4 1,416.9 10,441.1 -470.7

Total currency 29,988.5 5,049.9 24,938.6 -567.7

Forward foreign exchange contracts - NOK 4,873.4 29,325.6 -24,452.1 159.5

Total forward sales and purchases 34,861.9 34,375.5 486.5 -408.2

Note 32: Lending
NOK million 1997 1996

Secured loans 9,293.4 9,603.2
Specific provisions -3.1 -5.0
General provisions -1.7 -4.5

Total secured loans 9,288.6 9,593.7

Other loans 803.5 633.2
Specific provisions -61.5 -58.9
General provisions -6.7 -5.2

Total other loans 735.3 569.1

Total lending 10,023.9 10,162.8
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Note 33: Loans secured on property relative to estimated value

NOK million 1997 1996 

Not greater than 60% estimated value 6,618.0 7,032.4
Between 60-80% of estimated value 2,305.5 2,145.7
Over 80% of estimated value 369.9 425.1

Total 9,293.4 9,603.2

- of which guaranteed 169.1 219.0

Note 34: Interest in associated companies

1997 1997 1997 1996 1996 1996
Share of Book Equity Share of Book Equity

NOK million profit value value profit value value

Nordben Life and Pension Insurance Co. Ltd. 3.9 16.9 27.4 4.1 16.9 27.9

In the group accounts the shares are included at the value of the equity capital.

Note 35: Properties and other operating assets

Real Properties Total Equipment Total
estate under property inventory

NOK million construction cars

Purchase cost as at 1.1 7,604.1 404.7 8,008.8 630.3 8,639.1
Previous revaluations 1,152.1 1,152.1 1,152.1
Additions 1,009.3 422.9 1,432.2 155.2 1,587.4
Disposals at purchase cost -622.6 -622.6 -30.5 -653.1
Total depreciation and write-downs at 31.12 -891.1 -891.1 -479.1 -1,370.2

Book value at 31.12. 8,251.8 827.6 9,079.4 275.9 9,355.3

Ordinary depreciation for the year 7.3 7.3 109.6 116.9

Straight line depreciation is applied over the following periods for operating assets:
Equipment and inventory: 4 year
Motor cars: 6 year
Computer systems: 3 year

Note 36: Property and other operating assets: Additions and disposals in last 5 years

NOK million 1997 1996 1995 1994 1993 

Additions
Real estate 1,432.2 3,983.8 558.9 240.0 299.5
Operating assets 155.2 137.3 129.9 89.9 116.0
Leased operating assets

Total 1,587.4 4,121.1 688.8 329.9 415.5

Disposals
Real estate 624.0 997.0 177.3 403.8 262.6
Operating assets 18.1 27.0 32.0 9.1 23.3
Leased operating assets 17.6 65.0

Total 642.1 1,024.0 209.3 430.5 350.9
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Note 37: Market value and unrealised gains by asset category
Life Non Life Other Group

Book Market Book Market Book Market Book Market Unrealised
NOK million value value value value value value value value gains

Real estate 7,668.8 7,668.8 1,575.4 1,665.7 11.2 11.2 9,079.4 9,169.7 90.3
Long term investments
Shares and other financial investments 1.8 1.9 9.0 9.0 18.1 43.8 28.9 65.2 25.8
Bonds 14,643.7 15,723.2 3,910.0 4,104.2 18,553.7 19,827.4 1,273.7
Other long term financial assets 240.4 250.9 240.4 250.9 10.5
Other financial assets (short term)
Shares and other financial investments 18,317.4 22,921.3 2,034.5 2,477.5 293.5 298.7 20,645.4 25,697.5 5,052.1
Bonds 32,324.9 32,734.3 5,125.5 5,160.5 877.7 871.7 38,328.1 38,766.5 438.4
Certificates 4,062.8 4,063.3 1,500.6 1,500.8 1,515.1 1,516.0 7,078.5 7,080.1 1.6
Money market deposits 1,273.3 1,273.3 140.1 140.2 19.0 19.0 1,432.4 1,432.5 0.1
Other financial assets 168.8 -246.7 -13.0 92.9 93.5 261.7 -166.2 -427.9

Total 78,701.9 84,390.3 14,295.1 15,044.9 2,827.5 2,854.0 95,648.5 102,113.1 6,464.7

Unrealised gains 5,688.4 749.8 26.5 6,464.7

Note 38: Deferred tax allowances and deferred tax

NOK million 1997 1996 Net
Temporary differences Positive Negative Positive Negative Movement

Securities 8.8 91.6 110.0 -27.2
Real estate 245.2 242.8 249.9 404.6 -157.1
Operating assets 251.1 75.3 10.8 103.8 -268.8
Reserves 66.1 229.4 66.8 485.2 -255.1
Prepaid pensions 599.0 498.6 -100.4
Accrued pension liability 855.9 624.3 231.6
Profit and loss account 26.8 18.7 38.6 17.8 12.7
Other 15.4 5.1 18.0 12.4 -4.7

Total temporary differences 1,212.4 1,518.8 882.7 1,758.1 -569.0

Loss carried forward 1,671.8 1,285.5 383.6
Credit carried forward *) 1,664.0 1,410.6 253.4

Set-off -853.7 -853.7 -764.1 -764.1

Net temporary differences 358.7 4,000.9 118.6 3,690.1 68.0

Limitation of deferred tax allowances -3,642.2 -3,571.5 -68.0

Base for balance sheet entries 358.7 358.7 118.6 118.6 0.0

Deferred tax/tax allowances 100.3 100.3 33.2 33.2 0.0

*) Amount calculated to be comparable with losses carried forward. Unused credits deductible from tax total NOK 466 million. (28% of credit
carried forward)



74

Note 39: Losses carried forward

NOK million Amount

Storebrand Nybygg AS 37.1
Storebrand Finans AS 665.0
Storebrand Bank AS 124.0
Storebrand Asset Management AS 3.4
Storebrand Leieforvaltning AS 4.6
Storebrand Fondsforsikring AS 2.7
Storebrand ASA*) 835.0

Total 1,671.8

*) In addition the group has unused allowances deductible from tax of NOK 466 million, equivalent to NOK 1,664 million of loss carry forward.
Unused allowances deductible from tax are divided as to NOK 278 million for Storebrand ASA and NOK 179 million for Storebrand
Livsforsikring AS.

Note 40: Change in equity capital

NOK million 1997 1996

Equity capital at 01.01 4,857.2 3,806.3
Profit for the year 1,076.9 1,115.5
Translation gain/loss - foreign subsidiaries -6.2 -2.4
Allocated to dividend -50.0 -70.0
Share issue (net proceeds) 11.4 7.9
Other capital movements -3.4 -0.1

Equity capital at 31.12. 5,885.9 4,857.2

Note 41: Subordinated loan capital

Borrowing Lender/date drawn down Borrowing Amount Currency Interest
NOK million company NOK Currency gain/loss in % Maturity

J.P. Morgan (16 bank syndicate, 11.05.1995) * Life 840.0 USD -74.3 6.80% 2005 
Carl Kierulf & Co AS. SPN Fonds/Oslo Securities (15.01.1992) Life 81.2 NOK 11.15% 2002 
Chase Manhattan Bank Oslo (01.12.1997)* Life 479.8 NOK 5.90% 2007 

Total 1,401.0 -74.3 

The subordinated loan shown in previous years, NOK million 561, has been refinanced and divided into two parts as shown above, with NOK 81.2
million continuing on the same terms. The cost of partial redemption was NOK 95 million. 

* Both loans are on floating interest terms, respectively USD Libor +0,9% and NOK Nibor +0,56%.
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Note 42: Capital adequacy
Life Non-life SB Bank SB ASA Group

NOK million Group Group Group

Risk-weighted calculation base 35,644 7,225 1,405 5,706 44,794

Core capital 2,525 1,657 330 5,346 5,234

Gross subordinated loan capital 1,320 1,320
Reduction in eligible subordinated loan capital -58 -16

Eligible subordinated loan capital 1,262 1,304

Revaluation reserve 7 7
Intangible assets -47 -47
Other deductions -39 -49

Net primary capital 3,748 1,617 330 5,346 6,449

Capital ratio (%) 10.5% 22.4% 23.5% 93.7% 14.4%

The required minimum capital ratio is 8%.

Note 43: Disputes

The company has not been served with any legal actions in 1997 for which provision is required in the accounts.
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Note 44: Storebrand Livsforsikring AS: Analysis by sector of insurance

Collective Group Individual Ind. annuity Total 
pension life endownment pension

NOK million insurance insurance insurance insurance

Single premiums 680.2 0.3 45.5 726.0
Annual premiums 2,677.4 349.5 243.4 342.4 3,612.7
Account products 1,454.9 659.1 2,114.0
Transfer of reserves received 718.6 16.8 114.1 849.5
Reinsurance ceded -2.3 -4.3 -5.8 -2.9 -15.3

Premium income 1997 4,073.9 345.2 1,709.6 1,158.2 7,286.9

Premium income 1996 3,785.4 332.8 899.7 918.5 5,936.4

Income from financial assets 8,936.6 85.0 1,192.1 3,624.7 13,838.4
Other insurance related income 5.9 0.1 0.8 2.6 9.4

Claims paid -1,843.7 -302.4 -490.6 -944.1 -3,580.8
Canceled policies/withdrawn from life accounts -41.6 -693.2 -67.5 -802.3
Movement in claims reserves 1.3 -17.5 -10.3 8.1 -18.4
Transfer of reserves paid -1,410.4 -5.9 -137.7 -1,554.0
Reinsurance ceded 0.1 0.9 0.7 1.7

Claims 1997 -3,294.3 -319.9 -1,199.1 -1,140.5 -5,953.8

Claims 1996 -3,791.8 -282.3 -903.9 -1,054.8 -6,032.8

Movement in premium reserve -2,947.2 -13.0 -602.5 -693.5 -4,256.2
Additional statutory reserves applied 140.3 41.7 11.7 193.7
Allocation to additional statutory reserves -608.5 -98.4 -293.1 -1,000.0
Gauaranteed yield on premium/pension adjustment fund -137.0 -27.8 -164.8

Movements in insurance related reserves 1997 -3,552.4 -13.0 -659.2 -1,002.7 -5,227.3

Movements in insurance related reserves 1996 -2,861.3 -50.7 -218.5 -1,028.8 -4,159.3

Transfers to policyholders -1,716.4 -4.5 -295.8 -780.1 -2,796.8
Insurance related operating costs -258.2 -49.0 -180.9 -125.4 -613.5

Operating costs related to financial assets -56.6 -0.5 -7.5 -23.0 -87.6
Other costs related to financial assets -3,610.9 -34.4 -481.7 -1,464.6 -5,591.6

Costs related to financial assets -3,667.5 -34.9 -489.2 -1,487.6 -5,679.2

Other insurance related costs -59.9 -0.1 -8.5 -23.3 -91.8

Balance of the technical account 467.7 8.9 69.8 225.9 772.3

Other income 0.0
Other costs -139.0 -1.3 -18.6 -56.4 -215.3
Tax 0.0

PROFIT FOR THE YEAR 328.7 7.6 51.2 169.5 557.0

In the Group’s Profit and Loss Account (page 10) Storebrand Fondsforsikring AS is included.
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Note 45: Storebrand Skadeforsikring: Results by sector
Technical results and reserves

Private Corporate Motor Marine Other lines Total
NOK million 1997 1996 1997 1996 1997 1996 1997 1996 1997 1996 1997 1996

Premium written
Gross premiums 1,878 1,784 1,923 1,975 2,900 2,896 911 868 764 650 8,376 8,173
Premiums ceded -17 -16 -304 -290 -30 -1 -345 -340 -309 -273 -1,005 -920

Premiums for own account 1,861 1,768 1,619 1,685 2,870 2,895 566 528 455 377 7,371 7,253

Gross business
Premiums earned 1,828 1,740 1,937 1,997 2,861 2,957 894 906 738 622 8,258 8,222
Current claims -1,705 -1,417 -1,737 -1,774 -2,169 -1,823 -371 -572 -256 -285 -6,238 -5,871
Insurance related
operating costs -595 -618 -471 -491 -792 -851 -186 -178 -78 -81 -2,122 -2,219

Technical result -472 -295 -271 -268 -100 283 337 156 404 256 -102 132

Business ceded
Premiums earned -17 -16 -319 -289 -31 -1 -336 -371 -314 -269 -1,017 -946
Current claims 51 192 93 100 77 231 185 95 605 419
Insurance related 
operating costs -1 -1 -7 -8 -6 -8 -3 -3 -17 -20

Commission income 1 61 76 63 61 30 34 155 171

Technical result 34 -17 -73 -128 69 -1 -202 -87 -102 -143 -274 -376

For own account
Technical result -438 -312 -344 -396 -31 282 135 69 302 113 -376 -244

Current claims for own account 
Incurred this year -1,606 -1,464 -1,402 -1,479 -2,351 -2,184 -455 -494 -163 -213 -5,977 -5,834
Incurred in previous years -48 47 -143 -202 282 361 161 153 92 23 344 382

Total for the accounting year -1,654 -1,417 -1,545 -1,681 -2,069 -1,823 -294 -341 -71 -190 -5,633 -5,452

Technical reserves for own account 
Premium reserve 826 774 537 532 1,364 1,329 222 200 231 202 3,180 3,037
Claims reserve 1,117 1,014 3,126 3,003 2,061 2,477 1,032 972 480 601 7,816 8,067

Key ratios:
Gross Claims ratio 93 81 90 89 76 62 41 63 35 46 76 71
Claims ratio f.o.a. 91 82 95 98 73 62 53 64 17 54 78 75
Premium reserve % f.o.a. 44 44 33 32 48 46 39 38 51 54 43 42
Claims reserve ratio f.o.a 60 57 193 178 72 86 182 184 105 159 106 111



Storebrand ASA Storebrand Skadeforsikring Storebrand Livsforsikring Storebrand Group
NOK million 1997 1996 1997 1996 1997 1996 1997 1996

Cash flow from operational activities
Premiums received - direct insurance 8,293.7 8,214.1 5,299.3 3,782.3 13,706.7 11,996.4
Premiums received - insurance assumed - - 11.7 22.6 11.7 22.6
Premiums paid - reinsurance -946.6 -1,055.4 -35.3 -4.8 -981.9 -1,060.2
Claims and benefits paid - direct insurance -6,566.1 -6,023.4 -4,657.8 -4,255.9 -11,223.9 -10,279.3
Claims settlement received in respect of claims and benefits paid 682.2 832.7 682.2 832.7
Receipts from policy transfers - - 844.6 537.6 844.6 537.6
Payments on policy transfers - - -1,466.6 -2,147.0 -1,466.6 -2,147.0
Payments to third parties for goods and services 103.3 146.3 -448.1 -663.4 -619.8 -117.9 -1,116.3 -768.8
Payments to employees, pensioners, employment taxes etc. -306.7 -286.6 -1,593.3 -1,573.1 -294.3 -368.4 -2,294.5 -2,278.5
Interest paid -158.0 -184.0 -21.4 -19.0 -54.7 -116.3 -229.4 -260.2
Interest received 41.0 44.0 944.5 1,080.3 4,089.7 4,324.0 5,146.7 5,508.9
Dividends received 1.0 15.5 94.9 353.7 315.4 538.4 507.5
Payments of tax, duties etc. -37.3 -19.1 -0.4 -1.3 -38.5 -22.0
Net receipts from securities 63.1 151.0 283.7 369.4 3,807.5 2,108.4 4,162.9 2,631.6

Net cash flow from operational activities -256.3 -129.3 606.8 1,238.0 7,277.6 4,078.7 7,742.1 5,221.3

Cash flow from investment activities
Loans disbursed to customers -807.6 -1,744.3 -2,963.4 -1,839.3
Loan repayments by customers 122.4 326.2 3,050.3 1,828.5 3,298.9 2,089.5
Receipts from sales of shares and other financial investments 344.0 99.0 1,285.3 1211.8 10,070.7 6,450.9 11,700.0 7,761.7
Payments for purchase of shares and other financial 
investments -701.0 -302.0 -2,454.3 -1334.1 -17,087.8 -9,757.5 -20,270.8 -11,093.2

Receipts from sales of bonds 559.0 421.0 4,457.2 8994.1 36,314.9 44,803.5 41,409.2 54,218.6
Payments on purchase of bonds -1,396.0 - -6,694.1 -10,343.2 -38,907.8 -52,613.9 -47,111.4 -62,986.6
Receipts on sale of certificates 2,549.0 1,229.0 -5,247.4 15,536.5 24,723.2 40,962.9 22,817.2 57,823.5
Payments on purchase of certificates -2,529.0 -1,810.3 8,895.0 -14,721.3 -22,412.0 -32,027.2 -16,821.3 -49,031.8
Receipts on sale of real estate 87.8 275.9 594.5 709.1 682.3 985.0
Payments on purchase of real estate -437.4 -365.2 -1,023.7 -3,415.2 -1,461.1 -3,780.4
Receipts on sale of other securities -70.1 64.9 -70.1 65.3
Payments on purchase of other securities -42.6 36.7
Net payments on purchase of fixed assets etc. -78.0 -48.0 -44.4 -47.5 -11.4 -6.0 -145.2 -116.3

Net cash flow from investment activities -1,252.0 -411.3 -29.9 -466.8 -5,566.8 -4,744.3 -8,978.3 -5,867.3

Cash flow from financing activities 
-deposits from customers 3,792.8 561.5
-repayment of customer deposits -3,114.9 -331.5
-payments on repayment of long term lending -232.7 -529.3 -411.4 -103.0
-receipts from redemption of term loans 555.9 398.0 159.4
-receipts from issue of certificates debt/short term loans 1,399.9
-receipts from subordinated loan capital 74.3 7.1 74.3 7.1
-receipts from issue of new capital 5.7 7.9 5.7 7.9
-dividend payments -70.0 -70.0 -210.0 -70.0 -70.0
-receipts/payments of group contribution 1,214.0 1,351.0 -727.0 -740.0 -420.0 -400.0

Net cash flow from financing activities 1,472.9 759.6 -1,138.4 -552.0 -345.7 -392.9 2,144.3 175.0

Net cash flow for the period -35.4 219.0 -561.5 219.2 1,365.1 -1,058.5 908.1 -471.0

Net movement in cash and cash equivalent assets -35.4 219.0 -561.5 219.2 1,365.1 -1,058.5 908.1 -471.0
Cash and cash equivalent assets at start of the period 401.5 182.5 1,438.8 1,219.6 2,201.9 3,260.4 4,251.9 4,722.9

Cash and cash equivalent
assets at the end of the period 366.1 401.5 877.3 1,438.8 3,567.0 2,201.9 5,160.0 4,251.9

Reconciliation
Profit before tax 614.0 1131.0 689.5 955.4 562.0 567.7 1,017.6 1,166.0
Tax paid in the period -37.3 -14.0 71.4 1.3 33.3 -12.7
Gains/losses on sale of fixed assets -3.9 -0.3 -3.0 -0.3
Ordinary depreciation 44.8 30.3 39.1 34.7 19.7 23.9 116.9 101.1
Other non-cash items 13.3 139.4 7,867.7 5,175.6 7,881.0 5,315.0
Difference between pension cost and
payments/receipts to pension scheme 20.0 14.0 -78.5 -78.2 -9.0 -18.7 -67.6 -83.5

Items classified as investment or financing 
activities -1,214.0 -1,351.0 31.5 -2.7 -334.0 157.8

Movement in accruals 282.8 46.7 -50.8 203.4 -1,234.2 -1,671.1 -902.1 -1,422.1

Net cash flow from operational activities for the year -256.3 -129.3 606.8 1,238.0 7,277.6 4,078.7 7,742.1 5,221.3
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The accounting principles under

which the group financial statements

have been prepared conform with

Norwegian generally accepted ac-

counting principles (N GAAP) and dif-

fer in certain significant respects from

United States generally accepted ac-

counting principles (US GAAP).  A

summary of the significant differences

is presented below.

Significant Differences Between Norwegian
and United States Generally Accepted
Accounting Principles

Resultatdifferanser mellom N GAAP og US GAAP

Mill. kroner 1997 1996

Konsernresultat - N GAAP 1,012.4 1,253.9 
Avsetninger skadeforsikring/skatt/minoritetsinteresser 64.5 -138.6 

Konsernets resultat - N GAAP 1,076.9 1,115.3 

Justeringer for US GAAP:
Aktiverte salgskostnader -117.2 -177.4 
Skadeoppgjørskostnader -75.3 -9.7 
Forsikringstekniske avsetninger i skadeforsikring -388.2 194.7 
Eiendom 104.8 3.5 
Pensjonskostnader -26.1 -26.1 
IT kostnader -26.0 50.0 
Verdipapirer -876.9 426.4 
Salg av datterselskap 0 -118.2 
Livsforsikringskundenes andel av US GAAP justeringer 549.3 -69.9
Balanseføring av utsatt skattefordel -109.4 -113.9 
Skatteeffekter på US GAAP justeringer 239.6 -76.5 

Konsernets resultat - US GAAP 351.4 1,198.2 

Egenkapitaldifferanser mellom N GAAP og US GAAP

31.dec 31.dec
Mill. kroner 1997 1996

Konsernets egenkapital - N GAAP 5,885.9 4,857.2 

Justeringer for US GAAP:
Aktiverte salgskostnader 1,833.7 1.950.9 
Skadeoppgjørskostnader -368.4 -293.1 
Forsikringstekniske avsetninger i skadeforsikring 1,735.1 2.123.3 
Eiendom -1,353.9 -1.458.7 
Pensjonskostnader 182.6 208.7 
IT kostnader 24.0 50.0 
Verdipapirer -899.2 -22.3 
Livsforsikringskundenes andel av resultatjusteringer 451.1 -98.2 
Markedsverdijustering for verdipapirer 6,257.1 4,302.3 
Livsforsikringskundenes andel av markedsverdijustering -4,253.3 -3,012.3 
Balanseføring av utsatt skattefordel 878.9 988.3 
Skatteeffekter på US GAAP justeringer -1,010.5 -1,050.2 
Utbytte 50.0 70.0 

Konsernets egenkapital - US GAAP 9,413,2 8,616.0 

Reconciliation of group net income to US GAAP

NOK million

Group result - N GAAP
Technical allocations non-life/income taxes/minority interests

Result  - as reported in Group Profit and Loss Account - N GAAP

Effect of estimated US GAAP adjustments:
Contract acquisition costs
Claim adjustment expenses
Liabilities for unpaid claims
Real estate
Pension costs
Software costs
Investment securities and derivatives
Disposal of line of business
Life insurance policyholders participation in other US GAAP adjustments
Full deferred asset recognition
Income tax effects of other US GAAP adjustments

Net income - US GAAP Basis

Reconciliation of shareholders’ equity to US GAAP

NOK million

Equity capital - as reported in Group Balance Sheet - N GAAP

Effect of estimated US GAAP adjustments
Contract acquisition costs
Claim adjustment expenses
Liabilities for unpaid claims
Real estate
Pension costs
Software costs
Investment securities and derivatives
Life insurance policyholders’ participation in income statement adjustments
Effect of recognizing market value for available for sale securities
Life insurance policyholders’ participation in adjustment for AFS securities
Full deferred asset recognition
Income tax effects of other US GAAP adjustments
Dividends

Shareholders’ equity - US GAAP basis
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Contract Acquisition Costs

Under N GAAP all costs and expenses

incurred in connection with the origi-

nation of new insurance contracts are

charged to expense as incurred.

Under US GAAP those costs which vary

with and are primarily related to the

acquisition and renewal of insurance

contracts, for example commissions,

are capitalized and charged to expens-

es in proportion to related revenue

recognized.

Claim Adjustment Expenses

Under N GAAP all expenses associated

with processing and settling claims un-

der insurance contracts are charged to

expense as incurred.  Under US GAAP

costs expected to be incurred in con-

nection with the settlement of unpaid

claims are accrued when the related li-

abilities for unpaid claims are accrued.

Liabilities for Unpaid Claims

Under N GAAP liabilities for unpaid

non-life claims (claims reserve or allo-

cations to non-life technical reserves)

include certain minimum amounts re-

quired by regulation and the anticipat-

ed effects of inflation on future pay-

ment amounts are considered to be

part of a special statutory reserve.  US

GAAP prescribes no minimums for

such liabilities and requires that liabili-

ties for unpaid claims include infla-

tionary effects.  Statutory reserves not

supported by actual incurred claims

are not recognized.

Real estate

Under N GAAP real estate held both

for investment and for use in the busi-

ness was periodically revalued to cur-

rent value until 1994.  Since then such

real estate is carried at the lower of

revalued cost or current value.

Furthermore, real estate is not depreci-

ated in the life insurance company

while buildings are depreciated over

100 years in the non-life companies.

Interest expense incurred during the

development of a real estate project is

expensed as incurred.  Also, any im-

pairments in value deemed permanent

are evaluated on a total portfolio basis.

Under US GAAP real estate is carried

at historical cost and, for buildings

used in the business and income-pro-

ducing investment properties, depreci-

ation is recorded over the expected

useful lives of the buildings not in ex-

cess of fifty years.  Interest expense in-

curred during the development of a

real estate project is capitalized as part

of its cost.  Impairment provisions are

evaluated on an individual property

basis.

Pension costs

While N GAAP and US GAAP provide

for similar measurements of pension

costs, US GAAP spreads certain transi-

tion effects of adopting its standard

over the remaining service period of

employees covered measured from

January 1, 1989, while N GAAP provide

for the full absorption of the transition

liability in shareholders’ equity effec-

tive January 1, 1994.

Software costs

Under N GAAP, the group has accrued

as a liability certain internal and exter-

nal costs  associated with modifying in-

ternal use software for the year 2000.

US GAAP require such costs be ex-

pensed as incurred.

Investment Securities and

Derivatives

Under N GAAP cost of investment se-

curities is defined as original cost and

transactions involving debt securities

are recorded as of the settlement date.

Investment securities except those clas-

sified as held to maturity beginning in

1995, and related derivative instru-

ments are generally carried in the fi-

nancial statements at the lower of cost

or market with any required adjust-

ments made in the income statement

(profit and loss account).

Under US GAAP cost is defined as

amortized cost for debt instruments

which requires that premiums and dis-

counts arising at time of purchase be

amortized over the lives of the related

securities through the income state-

ment and all securities transaction are

recorded as of the trade date.  The ac-

counting for investment securities de-

pends on their classification and two

classifications are relevant to the group

financial statements:

- Held to maturity securities are debt

securities which will not be sold before

their maturity dates and are carried at

amortized cost reduced by any impair-

ments in value deemed to be other

than temporary. 

- Available for sale securities are

quoted equity instruments and all oth-

er debt securities and are carried at

fair market value with the difference

between such value and amortized cost

carried as a separate component of

shareholder’s equity.  Impairments in

value deemed other than temporary

are written down through earnings.

Under US GAAP derivative financial

instruments are generally marked to

market through the income statement

unless they are effectively hedging or

altering the characteristics of a finan-

cial instrument on the balance sheet.

Life Insurance Policyholders’

Participation

Pre-tax operating results of the life in-

surance entity are shared with policy-

holders on the basis of a formula

which by government regulation must

allocate at least 65% of profits before

the allocation to policyholders.  US

GAAP considers the 65% minimum

policyholder participation as applica-

ble to all elements of pre-tax profits

and therefore provides for a similar

65% participation in all of the US
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GAAP differences which are of timing

nature and which affect the measure-

ment of such profits in the life insur-

ance entity on a US GAAP basis.

Norwegian government regulation

also requires a participation by termi-

nating policyholders in unrecognized

unrealized investment gains through a

formula that attributes 75% of such

gains to policyholders as a group.  No

recognition of this potential liability is

reflected under N GAAP.  Under US

GAAP 75% of the adjustment to share-

holders’ equity arising as a result of

marking available for sale securities to

market value is allocated to policyhold-

er liabilities in recognition of this regu-

latory provision.

Income Taxes

N GAAP limits the recognition of de-

ferred tax assets regardless of the

prospects for recoverability.  US GAAP

requires the recognition of all deferred

tax amounts subject to a recoverability

test for deferred tax assets.

An additional US GAAP difference

arises to reflect the income tax effects

of the other US GAAP differences.

Dividends to shareholders

Under N GAAP dividends to share-

holders are recorded in the year to

which they are deemed to relate.

Under US GAAP dividends are not

recorded until formally declared by

the board of directors.



See also the preceding description of
Accounting Principles 

General
Capital ratio:
Eligible primary capital as a percentage
of the risk-weighted balance sheet.
(Individual assets and off-balance sheet
items are given a risk weighting based
on the estimated credit risk they repre-
sent.)

Duration:
The average remaining term of cash-
flow on interest bearing financial
instruments. Modified duration is cal-
culated on the basis of duration and is
an expression of sensitivity to changes
in the underlying interest rates.

Earnings per ordinary share:
Profit for the year less preference divi-
dend and other costs related to prefer-
ence shares forms the base for the cal-
culation of earnings per ordinary
share. Adjustment is also made for the
year’s allocations to statutory security
reserves etc. in respect of non-life
insurance. These statutory allocations
include security, reinsurance and
administration reserves, as well as the
natural perils fund and the guarantee
reserve. The total number of shares
used in the calculation is taken as the
average number of ordinary shares in
issue over the course of the year. In the
event of new issues of shares, the new
shares are included from the date of
subscription.

Equity capital:
Equity capital consists of restricted
equity capital and free reserves such as
the contingency reserve, etc.

Primary capital:
Primary capital is capital eligible to ful-
fil the capital requirements under the
authorities’ regulations. Primary capi-
tal may comprise Tier 1 capital and
Tier 2 capital.

Subordinated loan capital:
Subordinated loan capital is loan capi-
tal which ranks after all other debt.
Subordinated loan capital is part of
Tier 2 capital.

Tier 1 capital:
Tier 1 capital is part of primary capital
and consists of equity capital less the
revaluation reserve and net prepaid
pensions.

Tier 2 capital:
Tier 2 capital is part of the primary
capital and consists of the revaluation
reserve and subordinated loan capital.
In order to be eligible as primary capi-
tal, Tier 2 capital cannot exceed Tier 1
capital. Perpetual subordinated loan
capital, together with other Tier 2 capi-
tal, cannot exceed 100% of Tier 1 capi-
tal, whilst subordinated loan capital
which is not perpetual cannot exceed
50% of Tier 1 capital. To be fully eligi-
ble as primary capital, the remaining
term must be at least 5 years. If the
remaining term is less, the eligible por-
tion is reduced by 20% for each year.

Life insurance
Administration result:
The difference between actual costs
and those assumed for the premium
tariffs.

Annuity/pension insurance:
Individual life insurance where the
annuity/pension amount is paid in
instalments from an agreed age, dur-
ing the life of the insured. Such insur-
ance can be extended to include
spouse, child and disability pensions.

Average yield:
Average yield is an expression for the
average return the company has
obtained on policyholders’ funds dur-
ing the course of the year. The average
yield is a gross yield before deducting
costs and will thus not be comparable
with interest reported by other finan-
cial institutions. The average yield is
calculated in accordance with rules set
by the Banking, Insurance and
Securities Commission.

Collective pension insurance:
A collective pension insurance scheme
where pensions are paid in instalments
from an agreed age, during the life of
the insured. Such insurance normally
includes spouse, child and disability
pensions.

Cost ratio:
Operating costs as a percentage of
average customer funds.

Endowment insurance:
Individual life insurance where the
insured amount is payable on either
the expiry of the insurance period or
the death of the insured if earlier.
Such insurance can be extended to
provide disability pensions or disability
insurance.

Group life insurance:
Collective life insurance in which an
insured sum is payable on the death of
an insured member of the group. Such
insurance can be extended to cover
disability insurance.

Interest result:
The result arising from financial
income deviating from that assumed
for the premium tariffs.

Operating profit:
Operating profit from the year’s opera-
tions including the share due to insur-
ance customers.

Return on capital:
The booked return on capital shows
income from financial assets expressed
as a percentage of the average of the
company’s total assets over the year in
accordance with rules set by the
Banking, Insurance and Securities
Commission. The value-adjusted
return on capital shows income from
financial assets plus the year’s change
in unrealised gains expressed as a per-
centage of the average of the compa-
ny’s total assets over the year at market
value.

Risk result:
The result arising from the incidence
of mortality and/or disability during a
period deviating from the assumptions
used for the premium tariffs.
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Non-life insurance
Claims:
Total claims amount for losses
incurred.

Claims ratio:
Claims incurred as a percentage of pre-
miums earned.

Claims reserve ratio:
The claims reserve f.o.a. as a percent-
age of premiums written f.o.a..

Combined ratio:
The sum of the cost ratio and the
claims ratio.

Cost portion:
Operating expenses as a percentage of
premiums earned.

Cost ratio:
Operating expenses as a percentage of
premiums written.

Direct business:
Insurance business where a direct
agreement is entered into between the
insurance company and the insurance
customer.

F.o.a.:
For own account.

Gross claims:
The sum of total claims amount for
losses incurred in the period and any
changes in losses which occurred in
earlier periods.

Gross premiums:
Used both for premiums written and
earned and corresponds to total premi-
ums without deduction for reinsurance
ceded.

Insurance (technical) profit:
Premium income less claims and oper-
ating costs.

Operating profit:
Technical profit (before changes in
security reserves etc.), and the result of
the non-technical profit and loss
account.

Premiums earned:
Premiums for the risk the company has

incurred during the accounting peri-
od.

Premiums written:
The sum of all notified (invoiced) pre-
miums with the main due date in the
accounting period for direct insur-
ance, together with premiums booked
in the period for insurance assumed
from other companies (reinsurance).

Reinsurance ceded/assumed:
Insurance risk ceded to/assumed from
another insurance company.

Reinsured portion of claims:
Reinsurers’ portion of gross claims.

Reinsured portion of premiums:
That part of gross premiums ceded to
other insurance companies (reinsur-
ers) for agreeing to assume part of the
risk the company has itself assumed
towards its insurance customers.

Run-off results (gains/losses):
Amounts related to losses which have
occurred in previous years, represent-
ing the 
difference between actual and expect-
ed claim amounts paid on settled loss-
es, as well as changes in expected claim
payments for unsettled losses.

Solvency capital:
Solvency capital consists of that part of
the company’s capital which does not
represent continuing obligations and
is an expression of the company’s
solidity.

Solvency margin:
Solvency capital as a percentage of pre-
miums written f.o.a..

Financial derivatives
The term financial derivatives
embraces a wide range of financial
instruments for which the current val-
ue and future price movements are
determined by shares, bonds, foreign
currencies or traditional financial
instruments. Derivatives require less
capital than is the case for traditional
financial instruments such as shares
and bonds, and are used as a flexible
and cost effective supplement to tradi-
tional financial instruments in portfo-

lio management. Financial derivatives
can be used to hedge against unwant-
ed financial risks, or to create a desired
risk exposure in place of using tradi-
tional financial instruments.

Share options:
The purchase of share options confers
a right (but not an obligation) to buy
or sell shares at a pre-determined
price. Share options may be related to
stock market indices as well as to spe-
cific individual stocks. The sale of
share options implies the equivalent
one-sided obligation. In the main
exchange traded and cleared options
are used. Purchases of options to buy
shares (call options) and sales of
options to sell shares (put options) are
classed as long positions. 

Stock futures (stock index futures):
Stock futures contracts can be related
to individual shares, but are normally
related to stock market indices. Stock
futures contracts are standardised
futures contracts which are exchange
traded and are subject to established
clearing arrangements. Profits and
losses on futures contracts are recog-
nised daily, and are settled on the fol-
lowing day. Purchases of share futures
contracts are defined as long positions. 

Forward Rate Agreements (FRA):
Forward Rate Agreements (FRA) are
agreements to pay or receive the differ-
ence between an agreed fixed rate of
interest and the actual rate for a fixed
future period of time. This difference
is settled at the start of the future inter-
est period. FRA contracts are particu-
larly appropriate to the management
of short term interest rate exposure.
Sales of FRA contracts are defined as
long positions. 

Interest rate futures:
Interest rate futures contracts are relat-
ed to government bond rates or short
term reference interest rates. Interest
rate futures are standardised contracts
which are exchange traded and are
subject to established clearing arrange-
ments. Profits and losses on futures
contracts are recognised daily, and are
settled on the following day. Purchases

Term
s and expressions
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NOK million Interest in % Currency Share capital

Storebrand ASA NOK 1,884.9

Storebrand Skadeforsikring AS 100 NOK 1,380.6
Europeiske Reiseforsikring AS 100 NOK 7.9
Försäkringsaktiebolaget Storebrand Sverige 100 SEK 95.0
Kovan Förvaltning Aktiebolag 100 SEK 0.1
Storebrand Nybygg AS 100 NOK 1,120.0
Storebrand Filipstad AS 100 NOK 1.0

Storebrand Livsforsikring AS 100 NOK 1,361.2
Storebrand Eiendom AS 100 NOK 1.0
Aktuar Consult AS 100 NOK 0.1
Storebrand Pensjonstjenester AS 100 NOK 3.7
Aktuar Systemer AS 100 NOK 4.1
Scanvik Corporation 100 USD 8.0
Storebrand Kjøpesenter Holding AS 100 NOK 11.0
AS Værdalsbruket 74.9 NOK 4.8
Trones Bruk AS 100 NOK 2.0

Storebrand Investment Management AS 100 NOK 15.0

Storebrand Asset Management AS 100 NOK 5.0

Storebrand SPAR AS 100 NOK 1.2
Storebrand Luxembourg SA 99.8 LUF 5.0

Storebrand Bank AS 100 NOK 75.0
Storebrand Finans AS 100 NOK 20.0

Storebrand Fondsforsikring AS 100 NOK 29.6

Storebrand Leieforvaltning AS 100 NOK 10.0

*) Storebrand’s total interest is 99.8%. Storebrand ASA owns 24.9%.

Companies in Storebrand as at 31.12.1997



Storebrand Bank AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 23 23 51 10

Storebrand Eiendom AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 23 90

Storebrand Finans AS
Parkveien 61
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 23 89

Storebrand Investment Management
AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 25 00

Storebrand Fondsforsikring AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 48 90 75

Storebrand SPAR AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 48 90 75

Internet address: 
http://www.storebrand.no

Head Office

Storebrand ASA
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 53 00

Non-life insurance

Storebrand Skadeforsikring AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 53 00

Storebrand Region Oslo og Akershus
Fyrstikkalleen 1, Helsfyr
0661 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 23 12 33 00

Storebrand Region Øst-Norge
Østre Torg 
Postboks 308
2301 Hamar
Telephone: +47 62 51 64 00
Telefax: +47 62 51 64 80/+47 62 51 64 85

Storebrand Region Sør-Norge
Langsæveien 4
Harebakken
Postboks 1500 Myrene
4801 Arendal
Telephone: +47 37 01 71 00
Telefax: +47 37 01 71 11

Storebrand Region Vest-Norge
Permanenten, Olav Kyrresgt. 22
Postboks 1243
5001 Bergen
Telephone: +47 55 54 77 00
Telefax: +47 55 54 77 54

Storebrand Region Midt-Norge
Kongensgt. 16 
Postboks 102
7001 Trondheim
Telephone: +47 73 58 35 00
Telefax: +47 73 58 35 30

Storebrand Region Nord-Norge
Vestregt. 27-31
Postboks 115
9001 Tromsø
Telephone: +47 77 64 36 00
Telefax: +47 77 64 36 66

Europeiske Reiseforsikring AS
Haakon VIIs gt. 6
Postboks 1380 Vika
0114 Oslo
Telephone: +47 23 11 90 90
Telefax: +47 23 11 90 10
Telephone (Claims centre): 
+47 81 00 13 03

Försäkringsaktiebolaget Storebrand
Sverige
Postboks 5502
Engelbrektsplan 2
S-114 85 Stockholm
Telephone: +46 8 6790100
Telefax: +46 8 6111506

Life insurance

Storebrand Livsforsikring AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 53 00

Storebrand Pensjonssystemer AS
Aktuar Consult AS
Aktuar Systemer AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 13 37

Other activities

Storebrand Asset Management AS
Filipstad Brygge 1
Postboks 1380 Vika
0114 Oslo
Telephone: +47 22 31 50 50
Telefax: +47 22 31 23 55

Addresses
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GRID Strategisk Design
Photo: Johs Bøe og Storebrand
Prepress: Esset Grafisk AS
Print: Aktietrykkeriet AS
Paper: 90g Saimastar swanmarked enviromentally friendly
Cover paper: 240g Silverblade glatt
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13 May 1st  Quarter  Results
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11 November 3rd Quarter  Results

Early March 1998 Annual Results

Storebrand’s customers

• Customer base (non-life): 987,704

• Customer base 

(life and pensions): 328,681

• Life and pension insurance

policyholders’ fund: NOK 85,1 billion

• Customer base (banking 

and investments): 115,995

• Customer deposits (banking 

and investments: NOK 6,9 billion

• Number of borrowers:

37,523 borrowing NOK 14.8 billion

Illustrations

The illustrations in the 1997 Annual

Report are dedicated to some of the

group’s most important partners.

Storebrand co-operates in a number of

areas with organisations which share

with the group a commitment to pre-

vent and reduce accidents, both to pe-

ople and to assets. The pictures and

captions demonstrate the extent of this

social partnership.
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